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PART |
ITEM 1. BUSINESS

This Annual Report on Form 10-K and the documeamtsiiporated herein by reference contain forwardilogp statements based on current
expectations, estimates and projections about timep@ny's industry, management's beliefs and ceaissamptions made by management
statements, trends, analyses and other informatiotained in this report relative to trends in seles, gross margin, anticipated expense
levels and liquidity and capital resources, as aglbther statements including, but not limiteditords such as "anticipate,” "believe," "ple
"estimate," "expect,” "seek," "intend" and othemnigr expressions, constitute forward-looking stadets. These forward-looking statements
are not guarantees of future performance and &jeciuo certain risks and uncertainties that affecdlt to predict. Accordingly, actual
results may differ materially from those anticight® expressed in such statements. Potential ais#sincertainties include, among others,
those set forth herein under "Additional Factoraff¥ay Affect Future Results," as well as "ManagatiseDiscussion and Analysis of
Financial Condition and Results of Operations -e@iew" and "--Liquidity and Capital Resources." Particular aitamshould be paid to tt
cautionary statements involving the Company's &hibperating history, the unpredictability of itsure revenues, the unpredictable and
evolving nature of its business model, the intgnsempetitive online commerce and retail book emvinents and the risks associated with
capacity constraints, systems development, manageshgrowth and business expansion. Except asrejby law, the Company
undertakes no obligation to update any forward-loglstatement, whether as a result of new inforomatiuture events or otherwise. Readers,
however, should carefully review the factors sethfan other reports or documents that the Compéey from time to time with the
Securities and Exchange Commission ("SEC").

GENERAL

Amazon.com, Inc. ("Amazon.com"” or the "Company"jhis leading online retailer of books. Since opgrior business as "Earth's Biggest
Bookstore" in July 1995, Amazon.com has becomeodtiee most widely known, used and cited commeites &n the World Wide Web (il
"Web"). Amazon.com strives to offer its customesmpelling value through innovative use of techngldyoad selection, high-quality
content, a high level of customer service, competipricing and personalized services. The Compdfeys a catalog of more than 2.5 mill
titles, easy-to-use search and browse featuresileservices, personalized shopping services, Wadedh credit card payment and direct
shipping to customers. The Company intends oves torexpand its catalog into other information-logseducts, such as music.
Amazon.com has virtually unlimited online shelf spand offers customers a vast selection througifaient search-andetrieval interface

Operating as an online book retailer, Amazon.comdrawn rapidly since first opening its Web sitelily 1995. Through December 31,
1997, the Company had sales of more than $164omilé approximately 1.5 million customer accountsver 150 countries. Repeat
customers currently account for over 58% of ordieternational sales represented 25% of net sal#997 and 22% of sales in the quarter
ended December 31, 1997. No material part of tha@2my's revenue was attributable to a single custamgroup of customers, or a foreign
corporation. No foreign country accounted for mitren 10% of revenue. Since inception, the Compasygnown rapidly; however,
percentage growth rates experienced to date argustdinable. The Company incurred net losses DB%aillion and $5.8 million in the

fiscal years ended December 31, 1997 and 1996ecteely. See "Additional Factors That May AffecttBre Results -- Limited Operating
History; Accumulated Deficit; Anticipated Losses."

Amazon.com was incorporated in 1994 in the StaM/a$hington and reincorporated in 1996 in Delaw@he Company's principal corpor:
offices are located in Seattle, Washington. Amazmm. completed its initial public offering in May 98 and its common stock is listed on the
NASDAQ National Market under the symbol "AMZN". brimation contained on the Company's Web site willbe deemed to be a part

this Annual Report on Form 10-K. As used hereiitle¥" offered by the Company means the numbetenfi$ offered in the Company's
catalog and includes primarily books but also alsmanber of CDs, videotapes, audiotapes and qihegtucts.
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THE AMAZON.COM WEB SITE

Amazon.com strives to offer an online shopping eigpee that involves discovery and fulfillment i customers. The Company believes
that the sale of books and other products andasaver the Web can offer attractive benefitottsamers, including, without limitation,
enhanced selection, convenience, ease-of-use, titingericing, depth of content and informatiordgpersonalization. Customers entering
the Amazon.com Web site can, in addition to ordelinoks and other products, purchase gift certéigaconduct targeted searches, browse
highlighted selections, bestsellers and other featisearch for books by subject category, reacpastreviews, register for personalized
services, participate in promotions and check ostius. The key components of Amazon.com's ofjsrinclude browsing, searching,
reviews and content, online community, recommemndatand personalization, a gift center and an 6priat book service.

Browsing. The Amazon.com site offers visitors aietgrof highlighted subject areas and special fetarranged in a simple, easy-to-use
fashion intended to enhance book search, seleatidrdiscovery. In addition, the Amazon.com homesgaigsents a variety of products and
information of topical or current-event interest @hhance the shopping experience and increase gaeCompany features a variety of
books on a rotating basis throughout the store.

Searching. A primary feature of the Amazon.com Wigbis its interactive, searchable catalog of nibam 2.5 million titles, including most

of the estimated 1.5 million English-language bob&keved to be in print, more than one million-oéHprint titles believed to be in

circulation and a small number of CDs, videotapesliotapes and other products. The Company progidetection of search tools to find
books and other products based on title, subjathoa, keyword, publication date or ISBN. Custoneas also use more complex and precise
search tools such as Boolean search queries. Tin@&1ty licenses some of its catalog and other indgiom from third parties.

Reviews and Content. The Amazon.com store offensemaus forms of content to entertain and engag#gersaenhance the customer’s
shopping experience and encourage purchases. gayipes of content are available for particuldesitincluding cover art, synopses,
annotations, interviews by authors or reviews theoteaders. Customers are encouraged to writp@stdheir own reviews and authors are
invited to "self-administer" interviews by answeyipredefined questions.

Online Community. By creating an online communibe Company hopes to provide customers with aniimgzand familiar experience that
will encourage them to return frequently to the sind to interact with other users and that widinpote loyalty and repeat purchases.
Amazon.com invites readers, authors and publidiogpest reviews, sponsors review competitions aogiges a forum for author interviews.

Recommendations and Personalization. During itetyisAmazon.com has continually sought to persagaats product and service offerini
These improvements have included greeting custobyereme, instant recommendations, collaboratiteriing and a number of other rela
features. The Company believes that personalizatiencustomer's shopping experience at the Con'p&vigb site is an important elemen
the value proposition it offers to customers artdnds to continue to enhance its personalized sesvi

Gift Center. In November 1997, Amazon.com launditeift Center, including features such as gitommendations from Amazon.com
editors, dynamic personalized gift-matching serwiaed both traditional and electronic gift certiies. Customers can select and order gifts,
choose from a number of gift-wraps and have packagapped and sent with a personalized message.

Out-of-Print. Amazon.com began offering an out-af¥pbook service in March 1997. More than one imnillout-ofprint titles are listed in tt
Company's catalog. Because of the difficulty ofrsing out-of-print titles, customers are advise@xpect one- to three-month delivery times
and that such titles may not be available at all.

Availability and Fulfillment. Many of the Companytiles are available for shipment within 24 houwthers are available within 48 to 72
hours and the remainder of in-print titles are gelheavailable within
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four to six weeks, although some titles may noabailable at all. Out-of-print titles generally aeailable in one to three months, although
some titles may not be available at all. Customaag select from a variety of delivery options, udihg overnight and various international
shipping options, as well as gift-wrapping servicese Company usesreail to notify customers of order status underaasiconditions. Th

Company seeks to provide rapid and reliable fatflht of customer orders and to continue to impitsyepeed of availability and fulfillment.

MARKETING AND PROMOTION

Amazon.com's marketing strategy is designed tmgtheen the Amazon.com brand name, increase custoafiéc to the Amazon.com Web
site, build strong customer loyalty, maximize regmachases and develop incremental revenue opptiett Amazon.com seeks to build
customer loyalty by creatively applying technoldgydeliver personalized programs and service, disasereative and flexible
merchandising. The Company employs a variety ofimdulisiness development and promotional methodsheve these goals, including
online and traditional advertising and public riela activities.

The Company also extends its market presence thrtsigssociates Program, which includes thousahésrolled members. The program
enables Associate Web sites to make books availabheir audiences with order fulfilment by Amazcom.

CUSTOMER SERVICE

The Company believes that its ability to estabéisl maintain long-term relationships with its cas¢éos and encourage repeat visits and
purchases depends, in part, on the strength ofi#®mer support and service operations and Safthermore, the Company seeks to ach
frequent communication with and feedback from itstomers to continually improve the Amazon.comestord services. Amazon.com offers
a number of e-mail addresses to enable customeegjtest information and to encourage feedbacksagdestions. The Company has
automated certain of the tools used by its cust@upport and service staff and intends to actipelsue enhancements to and further
automation of its customer support and serviceesystand operations.

WAREHOUSING AND FULFILLMENT

The Company sources product from a network of lhskibutors and publishers. Although the Compaayies its own inventory (some of
which is purchased directly from publishers), gaatelies on rapid fulfillment from major distrilous and wholesalers that carry a broad
selection of titles. The Company purchases a satigtanajority of its products from Ingram Book G ("Ingram") and Baker & Taylor, In
("B&T"). Ingram is the Company's single largest gligr and accounted for 58% and 59% of the Comganyentory purchases in 1997 and
1996, respectively. See "Additional Factors ThayMé#fect Future Results -- Reliance on Certain Sigpp."

The Company utilizes automated interfaces for sgréind organizing its orders to enable it to achige most rapid and economic purchase
and delivery terms possible. The Company's prapjetoftware selects the orders that can be fillactlectronic interfaces with vendors and
forwards remaining orders to its special ordersigraJnder the Company's arrangements with diswilsuelectronically ordered books often
are shipped by the distributor within hours of egipt of an order from Amazon.com. The Companydea&loped customized information
systems and trained dedicated ordering personnelspécialize in sourcing hard-to-find books.

TECHNOLOGY

The Company has implemented an array of site manege search, customer interaction, transactioegssing and fulfilment services and
systems using a combination of its own proprietaghnologies and commercially available, licensathmhologies. The Company's current
strategy is to focus its development efforts oratingg and enhancing the specialized, proprietaftyveoe that is unique to its business and to
license commercially developed technology for otiggplications where available and appropriate.
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The Company uses a set of applications for acogpiial validating customer orders, organizing, plgend managing orders with suppliers,
managing inventory, assigning inventory to custoorders and managing shipment of product to custetvesed on various ordering crite
The Company's transaction-processing systems hamlllens of items, a number of different availatyilstatuses, gift-wrapping requests and
multiple shipment methods and allow the customehtmose whether to receive single or several shipsrtzased on availability. These
applications also manage the process of acceptutgprizing and charging customer credit cards. Aimazon.com Web site also
incorporates a variety of search and database. tools

A group of systems administrators and network marsagonitor and operate the Company's Web sitejanktoperations and transaction-
processing systems. The continued uninterruptechtipa of the Company's Web site and transactiacgssing systems is essential to its
business and it is the job of the site operatidaff 0 ensure, to the greatest extent possibégy tkliability. The Company uses the services of
three Internet service providers, UUNet Technolsgiec., InterNAP Network Services LLC and Internented Associates, Inc., to obtain
connectivity to the Internet over multiple dedichtimes.

COMPETITION

The online commerce market, particularly over thebs new, rapidly evolving and intensely compeditin addition, the retail book
industry is intensely competitive. The Company'seut or potential competitors include

(i) various online booksellers and vendors of oth@rmation-based products such as CDs and vigestdancluding entrants into narrow
specialty niches,

(il a number of indirect competitors that speaalin online commerce or derive a substantial portif their revenues from online commel
through which retailers other than the Company ofégr products and (iii) publishers, distributoredaretail vendors of books, music and
videotapes, including Barnes & Noble, Inc., Ber@sin AG and other large specialty booksellers atejrated media corporations, many of
which possess significant brand awareness, salameaand customer bases. The Company believethihatincipal competitive factors in
its market are brand recognition, selection, peaped services, convenience, price, accessibditgfomer service, quality of search tools,
quality of editorial and other site content, relidp and speed of fulfilment. Many of the Compasgompetitors have longer operating
histories, larger customer bases, greater brardynétion and significantly greater financial, matikg and other resources than the Company.
Certain of the Company's competitors may be absetore merchandise from vendors on more favotahies, devote greater resources to
marketing and promotional campaigns, adopt moreesgiye pricing or inventory availability policiasd devote substantially more resou

to Web site and systems development than the Compareased competition may result in reduced atpeg margins, loss of market share
and a diminished brand franchise. There can bessrance that the Company will be able to competeessfully against current and future
competitors.

The Company expects that competition in the ontimamerce market will intensify in the future. Famenple, as various market segments
obtain large, loyal customer bases, participantedse segments may seek to leverage their maoketrto the detriment of participants in
other market segments. In addition, new technotogiel the expansion of existing technologies menease the competitive pressures on
online retailers, including the Company. For exan$hopping agent” technologies will permit custosnto quickly compare the Company's
prices with those of its competitors. Competitivegsures created by any one of the Company's caorpebr by the Company's competitors
collectively, could have a material adverse eftecthe Company's business, prospects, financialiton and results of operations. See
"Additional Factors That May Affect Future ResutsCompetition."

INTELLECTUAL PROPERTY

The Company regards its patents, copyrights, semiarks, trademarks, trade dress, trade secrefw,igtary technology and similar
intellectual property as critical to its succesy] eelies on trademark, copyright and patent laade secret protection and confidentiality
and/or license agreements with its employees, m&ts partners and others to protect its propsietghts. The Company pursues the
registration of its trademarks and service markkéU.S. and internationally, and has appliedHerregistration of certain of its trademarks
and service marks. In addition, the Company hasd fiJ.S. and



international patent applications covering certdiits proprietary technology. Effective trademaskrvice mark, copyright, patent and trade
secret protection may not be available in everyntrguin which the Company's products and servicegraade available online. The Compi
has licensed in the past, and expects that it magde in the future, certain of its proprietaghts, such as trademarks or copyrighted
material, to third parties. While the Company attésrto ensure that the quality of its brand is r@imed by such licensees, there can be no
assurance that such licensees will not take actlmtsmight materially adversely affect the valfieghe Company's proprietary rights or
reputation, which could have a material adversecefhin the Company's business, prospects, finaowialition and results of operations.
There can be no assurance that the steps takdre Ioimpany to protect its proprietary rights wél &dequate or that third parties will not
infringe or misappropriate the Company's copyrigtresdlemarks, trade dress, patents and similarigtapy rights. In addition, there can be
no assurance that other parties will not assetingément claims against the Company. The Compasybken subject to claims and expects
to be subject to legal proceedings and claims fiioma to time in the ordinary course of its businéssluding claims of alleged infringement
of the trademarks and other intellectual propeghts of third parties by the Company and its |ge#s. Such claims, even if not meritorious,
could result in the expenditure of significant fiecéal and managerial resources.

EMPLOYEES

As of December 31, 1997, the Company employed 6li4ifne employees. The Company also employs inddpet contractors and other
temporary employees in its editorial, fulfilmemntdafinance departments. None of the Company's graphis represented by a labor union,
and the Company considers its employee relatiobg tgood. Competition for qualified personnel ia @ompany's industry is intense,
particularly for software development and othehtecal staff. The Company believes that its futswmecess will depend in part on its
continued ability to attract, hire and retain gfiedl personnel. See "Additional Factors That Majeat Future Results -- Management of
Potential Growth" and "-- Dependence on Key Persbhn

ADDITIONAL FACTORS THAT MAY AFFECT FUTURE RESULTS

In addition to other information in this Annual Repon Form 10-K, the following important factososild be carefully considered in
evaluating the Company and its business becau$efactors currently have a significant impact oyrhave a significant impact on the
Company's business, prospects, financial condérhresults of operations.

LIMITED OPERATING HISTORY; ACCUMULATED DEFICIT; ANTICIPATED LOSSES. The Company was incorporated Iy 1094

and commenced offering products for sale on its Wiehin July 1995. Accordingly, the Company hdisnéted operating history on which to
base an evaluation of its business and prospelsesCbmpany's prospects must be considered indighie risks, expenses and difficulties
frequently encountered by companies in their estdge of development, particularly companies in aad rapidly evolving markets such as
online commerce. Such risks for the Company inglibdé are not limited to, an evolving and unprealit® business model and the
management of growth. To address these risks, dhep@ny must, among other things, maintain and a&seréts customer base, implement
and successfully execute its business and markstiategy, continue to develop and upgrade itsnglclyy and transaction-processing
systems, improve its Web site, provide superiotarasr service and order fulfillment, respond to petitive developments and attract, retain
and motivate qualified personnel. There can bessarance that the Company will be successful imesdthg such risks, and the failure to do
so could have a material adverse effect on the @owip business, prospects, financial conditionrasdits of operations.

Since inception, the Company has incurred signifitasses and as of December 31, 1997 had an atatechdeficit of $33.6 million. The
Company believes that its success will dependrirelart on its ability to (i) extend its brand pios, (ii) provide its customers with
outstanding value and a superior shopping expegiand (iii) achieve sufficient sales volume to imakconomies of scale. Accordingly, the
Company intends to continue to invest heavily imketing and promotion, product development andrietdgy and operating infrastructure
development. The Company also offers attractiveiqgiprograms, which have reduced its gross margiesause the Company has relati
low product gross margins,



achieving profitability given planned investmentédés depends upon the Company's ability to genaradesustain substantially increased
revenue levels. As a result, the Company beligvasit will continue to incur substantial operatingses for the foreseeable future and that
the rate at which such losses will be incurred magease significantly from current levels. Althduigpe Company has experienced signifi
revenue growth in recent periods, such growth ratesiot sustainable and will decrease in the éuturview of the rapidly evolving nature
the Company's business and its limited operatiatphj, the Company believes that period-to-perimahgarisons of its operating results,
including the Company's gross profit and operatirgenses as a percentage of net sales, are nesagemeaningful and should not be
relied upon as an indication of future performance.

UNPREDICTABILITY OF FUTURE REVENUES; POTENTIAL FLUTUATIONS IN QUARTERLY OPERATING RESULTS;
SEASONALITY. As a result of the Company's limiteplepating history and the emerging nature of theketarin which it competes, the
Company is unable to accurately forecast its regentihe Company's current and future expense lavelsased largely on its investment
plans and estimates of future revenues and aréarg@ extent fixed. Sales and operating resultegdly depend on the volume of, timing of
and ability to fulfill orders received, which ar#fitult to forecast. The Company may be unabladqust spending in a timely manner to
compensate for any unexpected revenue shortfatiorilingly, any significant shortfall in revenuesatation to the Company's planned
expenditures would have an immediate adverse effethe Company's business, prospects, financiitton and results of operations.
Further, as a strategic response to changes totheetitive environment, the Company may from timéme make certain pricing, service,
marketing or acquisition decisions that could haveaterial adverse effect on its business, prospfeancial condition and results of
operations. For example, the Company has agreegtiain of its promotional arrangements with Ingtraggregators to make significant
fixed payments. There can be no assurance tha resngements will generate adequate revenues#n the associated expenditures and
any significant shortfall would have a material exbe effect on the Company's financial conditiod msults of operations. See Note

4 -- "Commitments" of Notes to Financial Statements

The Company expects to experience significantdilatons in its future quarterly operating resulie ¢o a variety of factors, many of which
are outside the Company's control. Factors that adagrsely affect the Company's quarterly operatsglts include (i) the Company's
ability to retain existing customers, attract naygtomers at a steady rate and maintain custorisfagaion, (ii) the Company's ability to
acquire product, to maintain appropriate inventerels and to manage fulfillment operations, ¢ti¢ Company's ability to maintain gross
margins in its existing business and in future ptdines and markets, (iv) the development, annemrent or introduction of new sites,
services and products by the Company and its catopset(v) price competition or higher wholesalé&ps in the industry,

(vi) the level of use of the Internet and onlineveees and increasing consumer acceptance of thenkt and other online services for the
purchase of consumer products such as those otigréite Company, (vii) the Company's ability to taaie and develop its systems and
infrastructure and attract new personnel in a tnagld effective manner, (viii) the level of traffim the Company's Web site, (ix) technical
difficulties, system downtime or Internet brownqutg the amount and timing of operating costs eagital expenditures relating to
expansion of the Company's business, operationinéadtructure,

(xi) the number of popular books introduced dutting period, (xii) the level of merchandise retuerperienced by the Company, (xiii)
governmental regulation and taxation policies, Xxiisruptions in service by common carriers dusttikes or otherwise and (xv) general
economic conditions and economic conditions spetifthe Internet, online commerce and the bookstry.

The Company expects that it will experience sedgyria its business, reflecting a combination efsonal fluctuations in Internet usage and
traditional retail seasonality patterns. Interngdge and the rate of Internet growth may be exgéotdecline during the summer. Further,
sales in the traditional retail book industry agm#icantly higher in the fourth calendar quartéreach year than in the preceding three
quarters.

Due to the foregoing factors, in one or more fuyuarters the Company's operating results maypé&dw the expectations of securities
analysts and investors. In such event, the tragliing of the common stock would likely be mateyiatversely affected.
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COMPETITION. The online commerce market, particylaver the Web, is new, rapidly evolving and irgely competitive. In addition, the
retail book industry is intensely competitive. TBempany's current or potential competitors incl(iflgarious online booksellers and vend

of other information-based products such as CDsvadebtapes, including entrants into narrow spégciaiches, (ii) a number of indirect
competitors that specialize in online commerceeasivé a substantial portion of their revenues fiamtine commerce, through which retailers
other than the Company may offer products and

(iii) publishers, distributors and retail vendofsooks, music and videotapes, including Barnesdbld, Inc., Bertelsmann AG and other
large specialty booksellers and integrated mediparations, many of which possess significant brawdreness, sales volume and customer
bases. The Company believes that the principal etithye factors in its market are brand recognitiselection, personalized services,
convenience, price, accessibility, customer servjoelity of search tools, quality of editorial aoither site content and reliability and spee
fulfillment. Many of the Company's competitors hdwrger operating histories, larger customer bagester brand recognition and
significantly greater financial, marketing and athesources than the Company. Certain of the Cogipaompetitors may be able to secure
merchandise from vendors on more favorable terete greater resources to marketing and promdt@@mapaigns, adopt more aggressive
pricing or inventory availability policies and de¢ecsubstantially more resources to Web site an@sysdevelopment than the Company.
Increased competition may result in reduced opagatiargins, loss of market share and a diminislhaddfranchise. There can be no
assurance that the Company will be able to competeessfully against current and future competitors

The Company expects that competition in the ontimamerce market will intensify in the future. Famenple, as various market segments
obtain large, loyal customer bases, participanthdse segments may seek to leverage their maoketrto the detriment of participants in
other market segments. In addition, new technotogiel the expansion of existing technologies menease the competitive pressures on
online retailers, including the Company. For exan$hopping agent” technologies will permit custosnto quickly compare the Company's
prices with those of its competitors. Competitivegsures created by any one of the Company's caorpebr by the Company's competitors
collectively, could have a material adverse eftecthe Company's business, prospects, financialiton and results of operations.

SYSTEM DEVELOPMENT AND OPERATION RISKS. The Compasyevenues depend on the number of visitors whp sh its Web site
and the volume of orders it fulfills. Any systentdrruptions that result in the unavailability oétE@ompany's Web site or reduced order
fulfillment performance would reduce the volumegobds sold and the attractiveness of the Compangtiuct and service offerings. The
Company has experienced periodic system intermptiohich it believes will continue to occur froimé to time. The Company uses an
internally developed system for its Web site, seamgine and substantially all aspects of transagirocessing, including order managem
cash and credit card processing, purchasing, iomembanagement and shipping. The Company will beired to add additional software
and hardware and further develop and upgrade i technology, transaction-processing systemasreetwork infrastructure to
accommodate increased traffic on its Web site antbased sales volume through its transaction-psing systems. Any inability to do so
may cause unanticipated system disruptions, sloegronse times, degradation in levels of custoewice, impaired quality and speed of
order fulfillment, or delays in reporting accuréiteancial information. There can be no assuranaéttie Company will be able to accurately
project the rate or timing of increases, if anythia use of its Web site or in a timely mannerffeatively upgrade and expand its transaction-
processing systems or to integrate smoothly anyynéeveloped or purchased modules with its exisygtems. Any inability to do so could
have a material adverse effect on the Companyligsédsss prospects, financial condition and resultsperations.

Substantially all of the Company's computer and momications hardware is located at a single leéeility in Seattle, Washington. The
Company's systems and operations are vulneraldan@ge or interruption from fire, flood, power logdecommunications failure, breais,
earthquake and similar events. The Company doesunantly have redundant systems or a formal thsascovery plan and does not carry
sufficient business interruption insurance to consja¢e it for losses that may occur. Despite thdampntation of network security measures
by the Company, its servers are vulnerable to caenpuruses, physical or electronic break-ins amtlar disruptions, which could lead to
interruptions, delays, loss of critical data or



the inability to accept and fulfill customer ordet$ie occurrence of any of the foregoing eventdcchave a material adverse effect on the
Company's business, prospects, financial condémhresults of operations.

MANAGEMENT OF POTENTIAL GROWTH. The Company has idly and significantly expanded its operations anticipates that furth
expansion will be required to address potentiaiwtinan its customer base, to expand its productsendice offerings and its international
operations and to pursue other market opportunifiee Company's employee base has similarly exghrewing from 158 employees as
December 31, 1996 to 614 employees as of Decenihdi937. The expansion of the Company's operadadsemployee base has placed,
and is expected to continue to place, a signifistnain on the Company's management, operationkfiaancial resources. To manage the
expected growth of its operations and personnelCibmpany will be required to improve existing amglement new transaction-processing,
operational and financial systems, procedures anttals and to expand, train and manage its growingloyee base. There can be no
assurance that the Company's current and planmedrpel, systems, procedures and controls willdegaate to support the Company's
future operations, that management will be ableir®, train, retain, motivate and manage requirg@nnel or that Company management
will be able to successfully identify, manage argleit existing and potential market opportunitifighe Company is unable to manage
growth effectively, such inability could have a el adverse effect on the Company's businesspputs, financial condition and results of
operations.

RISKS OF NEW BUSINESS AREAS. The Company over tintends to expand its operations by promoting nesomplementary produc
or sales formats and by expanding the breadth apthaf its product or service offerings. Expansibthe Company's operations in this
manner would require significant additional expenged development, operations and editorial regguaad would strain the Company's
management, financial and operational resourcethémunore, the Company may not benefit from th&tfinover advantage that it
experienced in the online book market and grosgimaaattributable to new business areas may berltaa those associated with the
Company's existing business activities. There @andassurance that the Company will be able tarekjts operations in a cost-effective or
timely manner. Furthermore, any new business laemhtly the Company that is not favorably receiveddnysumers could damage the
Company's reputation or the Amazon.com brand. @ble bf market acceptance of such efforts or the izoy's inability to generate
satisfactory revenues from such expanded servicpsoducts to offset their cost could have a matetilverse effect on the Company's
business, prospects, financial condition and resflbperations.

RISKS OF INTERNATIONAL EXPANSION. The Company oviime intends to expand its presence in foreign etarkio date, the
Company has only limited experience in sourcingrk®@ng and distributing products on an internagildmasis and in developing localized
versions of its Web site and other systems. The ffamy expects to incur significant costs in estabiig international facilities and
operations, in promoting its brand internationailydeveloping localized versions of its Web sitel @ther systems and in sourcing, marke
and distributing products in foreign markets. Thema be no assurance that the Company's interaagéforts will be successful. If the
revenues resulting from international activities amadequate to offset the expense of establisdmgmnaintaining foreign operations, such
inadequacy could have a material adverse effeth®Company's business, prospects, financial dondiind results of operations. In
addition, there are certain risks inherent in ddinginess on an international level, such as uret@gehanges in regulatory requirements,
export and import restrictions, tariffs and othade barriers, difficulties in staffing and managforeign operations, longer payment cycles,
political instability, fluctuations in currency exange rates, seasonal reductions in businesstadtivither parts of the world and potentially
adverse tax consequences, any of which could aglyémspact the success of the Company's internatioperations. There can be no
assurance that one or more of such factors wilhagt a material adverse impact on the Compantylssfinternational operations and,
consequently, on the Company's business, prospmescial condition and results of operations.

RISKS OF BUSINESS COMBINATIONS AND STRATEGIC ALLIARES. The Company may choose to expand its opesatiomarket
presence by entering into business combinationesiments, joint ventures or other strategic atksnwith third parties. Any such transaci
would be accompanied by the risks commonly encoedti such transactions. These include, amongsttiee difficulty of assimilating the
operations,



technology and personnel of the combined compattieotential disruption of the Company's ongdinginess, the inability to retain key
technical and managerial personnel, the inabilitmanagement to maximize the financial and stratpgsition of the Company through the
successful integration of acquired businessestiaddl expenses associated with amortization ofimed intangible assets, the maintenance
of uniform standards, controls and policies anditfygairment of relationships with existing emplogead customers. There can be no
assurance that the Company would be successfukirtoming these risks or any other problems en@veadtin connection with such
business combinations, investments, joint ventaregher strategic alliances, or that such tramsastwill not have a material adverse effect
on the Company's business, prospects, financialitton and results of operations.

RAPID TECHNOLOGICAL CHANGE. To remain competitivihhe Company must continue to enhance and impravesgponsiveness,
functionality and features of the Amazon.com onbtare. The Internet and the online commerce imgase characterized by rapid
technological change, changes in user and cust@gairements and preferences, frequent new prahetservice introductions embodying
new technologies and the emergence of new indskindards and practices that could render the Cayigaxisting Web site and propriet
technology and systems obsolete. The Company'essiedll depend, in part, on its ability to licerlsading technologies useful in its
business, enhance its existing services, develapseevices and technology that address the inerglgssophisticated and varied needs of its
prospective customers and respond to technologtbainces and emerging industry standards and geacin a cost-effective and timely
basis. The development of Web site and other petasi technology entails significant technicalaficial and business risks. There can be no
assurance that the Company will successfully implenmew technologies or adapt its Web site, prégmyetechnology and transaction-
processing systems to customer requirements orgémgeindustry standards. If the Company is undoletechnical, legal, financial or other
reasons, to adapt in a timely manner in responskanging market conditions or customer requiresjesuich inability could have a material
adverse effect on the Company's business, prospieetscial condition and results of operations.

DEPENDENCE ON KEY PERSONNEL. The Company's perfarogais substantially dependent on the continuedcgsr and on the
performance of its senior management and othepkegonnel, particularly Jeffrey P. Bezos, its Rlesi, Chief Executive Officer and
Chairman of the Board. The Company does not hawg-ierm employment agreements with any of its kenspnnel and maintains no "key
person"” life insurance policies. The loss of thevises of any of its executive officers or otheylemployees could have a material adverse
effect on the Company's business, prospects, flabrendition and results of operations.

RELIANCE ON CERTAIN SUPPLIERS. The Company purclsaaesubstantial majority of its products from twajan vendors, Ingram and
B&T. Ingram is the Company's single largest suppied accounted for 58% and 59% of the Company&niiory purchases in 1997 and
1996, respectively. The Company has no long-temtraots or arrangements with any of its vendorsdharantee the availability of
merchandise, the continuation of particular paynems or the extension of credit limits. There bamo assurance that the Company's
current vendors will continue to sell merchandséhe Company on current terms or that the Compéihpe able to establish new or extend
current vendor relationships to ensure acquisibbomerchandise in a timely and efficient manner andcceptable commercial terms. If the
Company were unable to develop and maintain relaktigs with vendors that would allow it to obtairfficient quantities of merchandise on
acceptable commercial terms, such inability coadena material adverse effect on the Company'sibsss| prospects, financial condition and
results of operations.

IMPACT OF LOAN FACILITY. On December 23, 1997, t@®mpany borrowed $75 million pursuant to a threarygenior secured term
credit agreement (the "Loan"). See "Managemenssudision and Analysis of Financial Condition andus of Operations -- Liquidity and
Capital Resources." The Loan includes covenantsgtisg certain activities by the Company, inclugi(i) the incurrence of additional
indebtedness, (ii) consolidations, mergers andssalassets and (iii) dividends and distributiamstbckholders. In addition, financial
covenants require the Company to, among other shimgintain a minimum cash balance, maintain aetéaiels of earnings or losses before
interest, taxes, depreciation and amortizationit lits accounts payable aging and limit its capgiadl acquisition expenditures. The Loan
contains standard events of default including, agnather things, a change in ownership or contrslaAesult, the Loan may reduce
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the Company's operational flexibility and may lints ability to pursue market opportunities. Thenpany's ability to generate planned fut
revenues, and therefore its ability to comply wiith Loan covenants, may be affected by events lokigerontrol. If the Company were
unable to satisfy the Loan covenants, the lendistjtutions would be entitled to exercise their egiies, including the right to declare all
principal and interest immediately due and paydbllhe Company were unable to make such paymenteoe unable to repay the amount
owing under the Loan at the end of its term, timglileg institutions could foreclose on the Compaagsets, substantially all of which are
pledged as security for the Loan. In connectiomhe Loan, the Company issued warrants to purchasel of 750,000 shares of the
Company's common stock. All or a portion of the naats will be canceled if the Company repays tharLio full prior to certain specified
dates. If the Company does not repay the Loan fisuch dates, and if any of the warrants arecesexf, such exercise may dilute the
economic interests of the Company's stockholders.

RISKS ASSOCIATED WITH DOMAIN NAMES. The Company ¢ently holds various Web domain names relatingstdiand, including
the "Amazon.com" domain name. The acquisition aathtenance of domain names generally is regulategbldernmental agencies and tt
designees. For example, in the United States, #tmhal Science Foundation has appointed Netwolkti®as, Inc. as the exclusive registrar
for the ".com, " ".net" and ".org" generic top-léd®mains. The regulation of domain names in théddrStates and in foreign countries is
subject to change. Governing bodies may estabtiditianal top-level domains, appoint additional domname registrars or modify the
requirements for holding domain names. As a rethéte can be no assurance that the Company wablgeto acquire or maintain relevant
domain names in all countries in which it condumisiness. Furthermore, the relationship betweematgns governing domain names and
laws protecting trademarks and similar proprietégits is unclear. The Company, therefore, mayrmble to prevent third parties from
acquiring domain names that are similar to, infeimgpon or otherwise decrease the value of its tnades and other proprietary rights. Any
such inability could have a material adverse effecthe Company's business, prospects, financralitton and results of operations.

GOVERNMENTAL REGULATION AND LEGAL UNCERTAINTIES. Tle Company is not currently subject to direct retjoaby any
domestic or foreign governmental agency, other tegulations applicable to businesses generallylams or regulations directly applicable
to access to online commerce. However, due tonttreasing popularity and use of the Internet ahdrabnline services, it is possible that a
number of laws and regulations may be adopted mei#pect to the Internet or other online servicegdog issues such as user privacy,
pricing, content, copyrights, distribution and ceristics and quality of products and servicestifermore, the growth and development of
the market for online commerce may prompt callstiore stringent consumer protection laws that mgyoise additional burdens on those
companies conducting business online. The adopfiamy additional laws or regulations may decreheeggrowth of the Internet or other
online services, which could, in turn, decreasedifimand for the Company's products and servicesnanehse the Company's cost of doing
business, or otherwise have an adverse effecteo@dimpany's business, prospects, financial comditim results of operations. Moreover,
the applicability to the Internet and other onlgggvices of existing laws in various jurisdictiay®s/erning issues such as property ownership,
sales and other taxes, libel and personal priveeycertain and may take years to resolve. Any seehlegislation or regulation, the
application of laws and regulations from jurisdicts whose laws do not currently apply to the Coryjsaousiness, or the application of
existing laws and regulations to the Internet atietioonline services could have a material adveffeet on the Company's business,
prospects, financial condition and results of opens.
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EXECUTIVE OFFICERS AND DIRECTORS OF THE REGISTRANT

The following table sets forth certain informatimgarding the executive officers of the Compangfadarch 27, 1998:

NAME AGE POSITION

Jeffrey P. Bezos............oeenee 34 Pres ident, Chief Executive Officer and
Chai rman of the Board

George T. APOSpOroS........cccccueee. 39 Vice President of Business Development

Joy D. Covey......cooovvvevireeiennns 34 Chie f Financial Officer, Vice President
of F inance and Administration, and
Secr etary

Richard L. Dalzell..................... 40 Vice President and Chief Information
Offi cer

Mary E. Engstrom...........ccccveeeens 35 Vice President of Publisher Affairs

Sheldon J. Kaphan...................... 45  Vice President and Chief Technology
Offi cer

John D. Risher.......ccccccoocvneenn. 32 Seni or Vice President of Product
Deve lopment

Joel R. Spiegel.......ccccevvinnnnne 42  Vice President of Engineering

JEFFREY P. BEZOS. Mr. Bezos has been PresidenCaadman of the Board of the Company since founding1994, and Chief
Executive Officer since May 1996, and served asdueer and Secretary from May 1996 to March 198dmMDecember 1990 to June 1994,
Mr. Bezos was employed by D.E. Shaw & Co., a Wak& investment firm, becoming Senior Vice Preside 1992. From April 1988 to
December 1990, Mr. Bezos was employed by BankarstT@ompany, becoming Vice President in Februa®01Mr. Bezos received his
B.S. in Electrical Engineering and Computer Scieszenma Cum Laude, from Princeton University.

GEORGE T. APOSPOROS. Mr. Aposporos joined the CampraMay 1997 as Vice President of Business Dgwakent. From August 1995
to May 1997, Mr. Aposporos was founder and PresidéDigital Brands, Inc., a strategic consultingdanteractive marketing firm. From
March 1994 to August 1995, Mr. Aposporos servedlias President at I.C.E., a Toronto-based multiraetliveloper and corporate
communications firm. From 1989 to March 1994, Mpo&poros was self-employed as an independent peodtua variety of media. Mr.
Aposporos was an Olin Scholar at Wesleyan Universit

JOY D. COVEY. Ms. Covey joined the Company in Debem1996 as Chief Financial Officer and Vice Prestdbf Finance and
Administration, and became Secretary in March 1885..Covey also served as Treasurer of the ComfsranyMarch 1997 to February
1998. From June 1995 to February 1996, Ms. Covesedeas Vice President, Operations of the Broadaassion of Avid Technology, Inc.
("Avid"), a developer of digital media systems, dram January 1995 to June 1995, Ms. Covey sersediee President of Business
Development for Avid. From July 1991 to January3,99s. Covey served as Chief Financial Officer adibesign, Inc., a developer of
random access digital audio systems and softwaie. 8 that, she was an associate at Wassersteell® & Co., and a certified public
accountant at Arthur Young & Company (now Ernst &uvig LLP). Ms. Covey received her B.S. in Busingdministration, Summa Cum
Laude, from California State University, Fresna, KeB.A., With High Distinction, from Harvard Bus#ss School and her J.D., Magna Cum
Laude, from Harvard Law School. She is a Certiffedblic Accountant and a member of the Californet&Bar.

RICHARD L. DALZELL. Mr. Dalzell joined the Companiyn August 1997 as Vice President and Chief InforomaOfficer. From February
1990 to August 1997, Mr. Dalzell held several mamgnt positions within the Information Systems Bimn at Wal-Mart Stores, Inc.,
including Vice President of Information Systemaifirdanuary 1994 to August 1997. From 1987 to 1990 MIzell acted as the Business
Development Manager for E-Systems, Inc. Prior toifg E-Systems, Inc. he served seven years in the UntedsSArmy as a teleprocess
officer. Mr. Dalzell received a B.S. in Engineerifigm the United States Military Academy, West Rpin 1979.

MARY E. ENGSTROM. Ms. Engstrom joined the Companyebruary 1997 as Vice President of Publisherifsff&rom December 1996 to
February 1997, Ms. Engstrom served as Vice PresafdProduct
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Marketing of Symantec Corporation ("Symantec")eaeloper of information management and productigithancement software, and from
February 1996 to February 1997, Ms. Engstrom seage@eneral Manager of the Security Business Wri8ymantec. From July 1989 to
September 1994, Ms. Engstrom held several managguusitions at Microsoft Corporation, including @mProduct Manager for Microsoft
Access, Group Product Manager for Microsoft Progaat Director of Marketing, Strategic Relations.. agstrom received her B.A. in
Economics from the University of California, Ber&g) and her M.B.A. from the Anderson Graduate SthbdManagement at the University
of California, Los Angeles.

SHELDON J. KAPHAN. Mr. Kaphan has served as the gany's Vice President and Chief Technology Offgiace March 1997. From
October 1994 to March 1997, Mr. Kaphan served as Yresident of Research and Development of thep@oyn From October 1992 to July
1994, Mr. Kaphan served as senior engineer at 8aleabs Inc., a multimedia joint venture betweempl&gComputer Inc. and International
Business Machines Corporation. Mr. Kaphan recehis®.A. in Mathematics from the University of Galinia, Santa Cruz.

JOHN D. RISHER. Mr. Risher joined the Company itifeary 1997 as Vice President of Product Develogmén Risher was promoted to
Senior Vice President of Product Development in &oker 1997. From July 1991 to February 1997, MshBi held a variety of marketing
and project management positions at Microsoft Catpan, including Team Manager for Microsoft Accesal Founder and Product Unit
Manager for MS Investor, Microsoft's Web site fergonal investment. Mr. Risher received his B.AComparative Literature, Magna Cum
Laude, from Princeton University and his M.B.A.rfrdHarvard Business School.

JOEL R. SPIEGEL. Mr. Spiegel joined the Companiarch 1997 as Vice President of Engineering. Froardit 1995 to March 1997, Mr.
Spiegel held several positions with Microsoft Cagimn, including Windows 95 Multimedia Developménéanager, Windows Multimedia
Group Manager and Product Unit Manager, InformaRetrieval. From June 1986 to March 1995, he heldreety of positions at Apple
Computer Inc., most recently as Senior Managerresiple for new product development in the AppleiBass Systems Division. Prior to
that, Mr. Spiegel held software product developnparsitions at a number of companies, including HétwPackard Company and VisiCorp.
Mr. Spiegel received his B.A. in Biology with Horsofirom Grinnell College.

BOARD OF DIRECTORS AT DECEMBER 31, 1997

Jeffrey P. Bezos.......... 34 Chairman of the Bo ard, President and Chief Executive
Officer of the Com pany

Tom A. Alberg............. 57 Principal in Madro na Investment Group, L.L.C.

Scott D. Cook.. ... 44 Chairman of the Bo ard of Intuit, Inc.

L. John Doerr............. 45 General Partner, K leiner Perkins Caufield & Byers

Patricia Q. Stonesifer.... 41 Chairman of the Ga tes Library Foundation and Former
Senior Vice Presid ent of the Interactive Media
Division of Micros oft Corporation

ITEM 2. PROPERTIES

The Company's principal administrative, engineeringrketing and customer service facilities tofgraximately 88,000 square feet and are
located in Seattle, Washington under leases tiateein May 1999, July 1999 and January 2003. Tomgany's warehousing and
merchandising operations are housed in an approgiynd5,000-square-foot facility in Seattle, Wagl/ion under a lease that expires in
October 1999, and in a 200,000-square-foot faditibated in New Castle, Delaware under a leaseett@tes in October 2002. The Company
anticipates that it will require additional adminéive, customer service, warehouse and fulfilltregpace within the next 12 months, but that
suitable additional space will be available on carorally reasonable terms, although there can ba&ssarance in this regard. The Company
does not own any real estate.
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ITEM 3. LEGAL PROCEEDINGS

From time to time, the Company is subject to lggakeedings and claims in the ordinary course efrtass, including claims of alleged
infringement of trademarks and other intellectualgerty rights. The Company currently is not awafrany legal proceedings or claims that
the Company believes will have, individually orthe aggregate, a material adverse effect on thep@ows business, prospects, financial
condition and results of operations.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted for a vote of stockhadgrthe Company during the fourth quarter of tearyended December 31, 19
PART Il
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON STOCK AN D RELATED STOCKHOLDER MATTERS
Market Information

The common stock is traded on The NASDAQ Nationalikét under the symbol "AMZN." Information regargithe market prices of the
Company's common stock may be found in Note 8 udi@rly Results" of Notes to Financial Statements.

Holders
As of March 13, 1998 there were 304 stockholdengodrd of the common stock.
Dividends

The Company has never declared or paid cash did&len its common stock. The Company currently itéeio retain all future earnings to
finance future growth and, therefore, does notcgrdte paying any cash dividends in the foresedahlee. In addition, the Company is
prohibited from paying cash dividends under ther..é&@ee Note 3 -- "Debt" of Notes to Financial Staats.

Use of Proceeds

The Company's registration statement under therfliesuAct of 1933, as amended, for its initial palffering (the "Registration Statemer
became effective on May 14, 1997. Offering proceadsof aggregate expenses of approximately $4l@m were $49.1 million. The
Company has used approximately $9.6 million ofrteeoffering proceeds for working capital paid dthg or indirectly to third parties,
approximately $7.2 million for the purchase or atisition of machinery and equipment and approxitge#82.3 million for the purchase of
temporary investments consisting of cash, cashvatgrits and short-term investments. The Companybiagsed any of the net offering
proceeds for construction of plant, building oriliies, purchases of real estate, acquisitiontbEobusinesses, or repayment of indebtedness
None of the net offering proceeds were paid diyeatlindirectly to directors, officers, or genepartners of the Company or their associe
persons owning 10% or more of any class of the Gayi'g securities, or affiliates of the Company.

Recent Sales of Unregistered Securities

In connection with the Loan, the Company issuedavds to purchase a total of 750,000 shares oEtimpany's common stock. The warr:
will be canceled if the Company repays the Loafuihaccording to the following schedule: all wanta if repayment occurs within 12
months; warrants to purchase 675,000 shares if/ne@at occurs within 15 months; warrants to purctE2500 shares if repayment occurs
within 18 months; warrants to purchase 450,000eshidrepayment occurs within 24 months; warrantsurchase 225,000 shares if
repayment occurs within 30 months; and no warrdmépayment occurs after 30 months. Warrants becerercisable when they can no
longer be canceled and remain exercisable foryffidags after such date. The exercise price for tueamts is $52.11 per share.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data should balrgaconjunction with the financial statements dmel notes thereto and the information
contained herein in Item 7, "Management's Discusaitd Analysis of Financial Condition and Resuft®perations."

FOR THE PERIOD

FROM
JULY 5, 1994
(INCEPTION)
YEARS ENDED DECEMBER 31, TO
DECEMBER 31,
1997 1996 1995 1994

(IN THOUSANDS, EXCEPT PER SHARE DATA)
STATEMENT OF OPERATIONS DATA:

Net Sales.....ccovvviriiieriieeiecee e .. $147,758 $15,746 $ 511 $ --
Costof sales.......ccceevviiiiiiiiiiie s .. 118,945 12,287 409 --
Gross profit.......cceeeeeeeeiiiieieniiieen, .. 28,813 3,459 102 -
Operating expenses:
Marketing and sales..............cooccvvvevnnes .. 38,964 6,090 200 --
Product development............cccceeevineenn. .. 12,485 2,313 171 38
General and administrative.............c......... .. 6,573 1,035 35 14
Total operating expenses................. .. 58,022 9,438 406 52

Loss from operations (29,209) (5,979) (304) (52)

Interest income............ 1,898 202 1 --
Interest eXPense.......cccvvveeveeeeeeeeenennnnnns . (279) -- -- -
NELIOSS....oeeeeeeeeeereeee e .. $(27,590) $(5,777) $ (303) $ (52)
Pro forma basic and diluted loss per share(1)...... .. $ (1.27) $(0.31) $(0.02) $(0.00)

Shares used in computation of pro forma basic and
diluted loss per share(1).........cccveeeriunnes .. 21,651 18,544 14,394 13,191

DECEMBER 31,

1997 1996 1995 1994

(IN THOUSANDS)
BALANCE SHEET DATA:

Cash and cash equivalents.........c..cccoceeeeeee. L $109,810 $6,248 $ 996 $52
Working capital (deficiency)......ccccoocvvveeeeee. 93,517 2,270 920 (16)
Total @ssets.....ccccevvvvvveevvccs 149,006 8,271 1,084 76
Long-term debt, net of current portion............ . ... 76,702 - - -
Stockholders' equity........ccoovvvvccvvvvveeeees L 28,486 3,401 977 8

(1) See Note 1 -- "Accounting Policies" of Noteg-inancial Statements.
ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

This Annual Report on Form 10-K and the documemtsiiporated herein by reference contain forwardilmp statements based on current
expectations, estimates and projections about ¢ttmep@ny's industry, management's beliefs and ceatsnmptions made by management
statements, trends, analyses and other informatintained in this report relative to trends in s@es, gross margin, anticipated expense
levels and liquidity and capital resources, as aglbther statements, including, but not limitediords such as "anticipate,” "believe,"
"plan," "estimate," "expect," "seek" and "intenditeother similar expressions, constitute forwamklog statements. These forward-looking
statements are not guarantees of future performamt@re subject to certain risks and uncertaithiasare difficult to predict. Accordingly,
actual
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results may differ materially from those anticight® expressed in such statements. Potential ais#incertainties include, among others,
those set forth below as well as in "Business -difonal Factors That May Affect Future Resultsartitular attention should be paid to the
cautionary statements involving the Company's &hibperating history, the unpredictability of itsure revenues, the unpredictable and
evolving nature of its business model, the intgnsempetitive online commerce and retail book emvinents and the risks associated with
capacity constraints, systems development, manageshgrowth and business expansion. Except asrejby law, the Company
undertakes no obligation to update any forward-loglstatement, whether as a result of new inforomatiuture events or otherwise. Readers,
however, should carefully review the factors setifan other reports or documents that the Compéey from time to time with the SEC.

OVERVIEW

Amazon.com is the leading online retailer of bodkse Company also sells a smaller number of CRigatapes, audiotapes and other
products. All of these products are sold through@oempany's Web site. The Company was incorpoiatédly 1994 and commenced
offering products for sale on its Web site in JUBp5. Accordingly, the Company has a limited opagahistory on which to base an
evaluation of its business and prospects. The Coyiparospects must be considered in light of iglesy expenses and difficulties frequently
encountered by companies in their early stage wéldpment, particularly companies in new and rap@liolving markets such as online
commerce. Such risks for the Company include, baihat limited to, an evolving and unpredictablsibhess model and the management of
growth. To address these risks, the Company muoing other things, maintain and increase its custdrase, implement and successfully
execute its business and marketing strategy, asstio develop and upgrade its technology and tctiosaprocessing systems, improve its
Web site, provide superior customer service anérdidfillment, respond to competitive developmeratsd attract, retain and motivate
qualified personnel. There can be no assuranceitea@ompany will be successful in addressing siséis, and the failure to do so could h
a material adverse effect on the Company's busipesspects, financial condition and results ofrafiens.

Since inception, the Company has incurred signifitasses and as of December 31, 1997 had an atatechdeficit of $33.6 million. The
Company believes that its success will dependrirelart on its ability to (i) extend its brand ios, (ii) provide its customers with
outstanding value and a superior shopping expegiand (iii) achieve sufficient sales volume to immkconomies of scale. Accordingly, the
Company intends to continue to invest heavily inketing and promotion, product development andrietdgy and operating infrastructure
development. The Company also offers attractiveiqgiprograms, which have reduced its gross margiesause the Company has relati
low product gross margins, achieving profitabitiiyen planned investment levels depends upon timep@ay's ability to generate and sustain
substantially increased revenue levels. As a rethdtCompany believes that it will continue tounsubstantial operating losses for the
foreseeable future and that the rate at which gsges will be incurred may increase significafrityn current levels. Although the Company
has experienced significant revenue growth in reperiods, such growth rates are not sustainatderdlhdecrease in the future. In view of
the rapidly evolving nature of the Company's bussnend its limited operating history, the Compaeleves that period-to-period
comparisons of its operating results, including@uenpany's gross profit and operating expensegpascantage of net sales, are not
necessarily meaningful and should not be reliechugman indication of future performance.

As a result of the Company's limited operatingdrisind the emerging nature of the markets in whichmpetes, the Company is unable to
accurately forecast its revenues. The Companyteruand future expense levels are based largeiyg amvestment plans and estimates of
future revenues and are to a large extent fixelbsSand operating results generally depend ondheme of, timing of and ability to fulfill
orders received, which are difficult to forecasteTCompany may be unable to adjust spending melytimanner to compensate for any
unexpected revenue shortfall. Accordingly, any sigant shortfall in revenues in relation to ther@many's planned expenditures would have
an immediate adverse effect on the Company's besipeospects, financial condition and resultspefrations. Further, as a strategic resp

to changes in the competitive environment, the Caomgpmay from time to time make certain pricing v8ss, marketing or
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acquisition decisions that could have a materigkegk effect on its business, prospects, finaroadlition and results of operations. For
example, the Company has agreed in certain ofdsptional arrangements with Internet aggregamradke significant fixed payments.
There can be no assurance that these arrangemérgenerate adequate revenues to cover the assda@apenditures and any significant
shortfall would have a material adverse effecttan@ompany's financial condition and results ofrapens.

The Company expects to experience significantdiatons in its future quarterly operating resulie do a variety of factors, many of which
are outside the Company's control. Factors that adagrsely affect the Company's quarterly operatsglts include (i) the Company's
ability to retain existing customers, attract naygtomers at a steady rate and maintain custorisfagaion, (ii) the Company's ability to
acquire product, to maintain appropriate inventermels and to manage fulfillment operations, (¢ Company's ability to maintain gross
margins in its existing business and in future praidines and markets, (iv) the development, annement or introduction of new sites,
services and products by the Company and its catopset(v) price competition or higher wholesaléps in the industry,

(vi) the level of use of the Internet and onlineviges and increasing consumer acceptance of thenkt and other online services for the
purchase of consumer products such as those offigréte Company, (vii) the Company's ability to tgide and develop its systems and
infrastructure and attract new personnel in a tnagld effective manner, (viii) the level of traffim the Company's Web site, (ix) technical
difficulties, system downtime or Internet brownqutg the amount and timing of operating costs eagital expenditures relating to
expansion of the Company's business, operationgnéiagdtructure,

(xi) the number of popular books introduced dutting period, (xii) the level of merchandise retuerperienced by the Company, (xiii)
governmental regulation and taxation policies, Xxiisruptions in service by common carriers dusttikes or otherwise and (xv) general
economic conditions and economic conditions spetifithe Internet, online commerce and the boolstry.

The Company expects that it will experience sedgygna its business, reflecting a combination efsonal fluctuations in Internet usage and
traditional retail seasonality patterns. Interredge and the rate of Internet growth may be exgeaotdecline during the summer. Further,
sales in the traditional retail book industry agm#icantly higher in the fourth calendar quartéreach year than in the preceding three
quarters.

Due to the foregoing factors, in one or more fuiyuarters the Company's operating results maypéiw the expectations of securities
analysts and investors. In such event, the tragliiog of the common stock would likely be mateyiativersely affected.

The Company has recorded aggregate deferred coatamef approximately $3.3 million. The amountarted represents the difference
between the grant price and the deemed fair véltleecCompany's common stock for shares subjegptions granted in 1997 and 1996.
Deferred compensation is amortized over the vegt@rgpd of the options, which is typically five ysaAmortization for the year ended
December 31, 1997 was $1.4 million. No amortizaBapense was recognized in 1996.

RESULTS OF OPERATIONS
Net Sales

1997 % CHANGE 1996 % CHANGE 1995

(IN THOUSANDS)
NEt SAlES.....veeveereererreeeereeenn $147,75 8 838% $15746 2,981% $511

Net sales are composed of the selling price of b@oid other merchandise sold by the Company, netafns, as well as outbound shipp
and handling charges. Growth in net sales reflesignificant increase in units sold due to thaificant growth of the Company's customer
base and repeat purchases from the Company'sngxetstomers. This increase was partially offsed gcrease in prices during 1997.
International sales represented 25%, 33% and 398étafales for the years ended December 31, 1998, dnd 1995, respectively.
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Gross Profit

1997 % CHANGE 1996 % CHANGE 1995
(IN THOUSANDS)
Gross profit.........cccceeveeeiineeanns $28,813 733%  $3,459 3,291% $ 102
Gross Mmargin......ccoeeeeeeveeeeivnennns 19.5 % 22.0% 20.0%

Gross profit equals sales less cost of sales, wdnakists of the cost of merchandise sold to custsrand outbound and inbound shipping
costs. Gross profit increased in absolute dollefiecting the Company's increased sales volume Cidmpany's gross margin decreased due
to a combination of lower prices and lower ovesalpping margins, partially offset by improvemeint@roduct cost.

The Company believes that offering its customersgétive prices is an essential component of irmss strategy. Accordingly, the
Company offers 20% and 30% discounts on more tBArDAO0 titles, with featured titles discounted @¥s4and certain "special value" editic
discounted up to 89%. The Company may in the futxpand or increase the discounts it offers touttomers and may otherwise alter its
pricing structure and policies.

The Company over time intends to expand its opamatby promoting new or complementary productsatessformats and by expanding the
breadth and depth of its product or service offgginGross margins attributable to new businessaneg be lower than those associated with
the Company's existing business activities.

Marketing and Sales

1997 % CHANGE 1996 % CHANGE 1995
(IN THOUSANDS)
Marketing and sales..............c........ $38,964 540% $6,090 2,945% $ 200
Percentage of net sales.................. 26.4 % 38.7% 39.1%

Marketing and sales expenses consist primarilyd@égising, public relations and promotional expamés, as well as payroll and related
expenses for personnel engaged in marketing, gellia fulfillment activities. All fulfillment costaot included in cost of sales, including the
cost of operating and staffing distribution centemgl customer service, are included in marketinhsates. Marketing and sales expenses
increased primarily due to increases in the Comgaagvertising and promotional expenditures (inicigéxpenses associated with Internet
aggregator promotional relationships), increasesiscassociated with fulfilling customer demandréased personnel and related expenses
required to implement the Company's marketing straeind increased credit card merchant fees regdtbm higher sales. Such expenses
decreased as a percentage of net sales due tgnifecant increase in net sales. The Company thieo continue to pursue its aggressive
branding and marketing campaign and expects its odgulfillment to increase based on anticipadates growth. Therefore, the Company
expects marketing and sales expenses to incregséczintly in absolute dollars.

Product Development

1997 % CHANGE 1996 % CHANGE 1995
(IN THOUSANDS)
Product development............cccc.c..... $12,485 440%  $2,313 1,253% $ 171
Percentage of net sales.................. 8.4 % 14.7% 33.5%

Product development expenses consist principalpagfoll and related expenses for developmentogdit systems and telecommunications
operations personnel and consultants, systemssswmmunications infrastructure and costs of aeguiontent. The increases in product
development expenses were primarily attributabledceased staffing and associated costs relatedtancing the features, content and
functionality of the Company's Web site and tratisaeprocessing systems, as well as increased timesd in systems and
telecommunications infrastructure. Such expenseedsed significantly as a percentage of
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net sales due to the significant increase in rless@o date, all product development costs haea lkepensed as incurred. The Company
believes that continued investment in product dgwalent is critical to attaining its strategic oljees and, as a result, expects product
development expenses to increase significantlypsokute dollars.

General and Administrative

1997 % CHANGE 1996 % CHANGE 1995
(IN THOUSANDS)
General and administrative 535%  $1,035 2,857% $ 35
Percentage of net sales.................... . % 6.6% 6.8%

General and administrative expenses consist obflaamd related expenses for executive, accourgimjadministrative personnel, recruiting,
professional fees and other general corporate egseihe increase in general and administrativeresgs was primarily due to increased
salaries and related expenses associated withrthg bf additional personnel, increases in profasal fees and, in 1997, costs attributable to
being a public company. Such expenses decreasedexrsentage of net sales due to the significan¢@se in net sales. The Company ex|
general and administrative expenses to increaabdolute dollars as the Company expands its stdffrecurs additional costs related to the
growth of its business.

INTEREST INCOME AND EXPENSE

1997 % CHANGE 1996 % CHANGE 1995
(IN THOUSANDS)
Interest income...........ccccoeeevneennee $1,898 840% $ 202 N/M $ 1
Interest eXpense.........cocceeevivneenn. (279 ) N/A - N/A -

Interest income on cash, cash equivalents and-&rontinvestments increased due to higher cash, egsivalents and short-term investment
balances resulting from the Company's financiniygiets.

Interest expense in 1997 consists of interest amattézation of deferred charges related to the Laxaah interest on asset acquisitions financed
through loans and capital leases.

INCOME TAXES

The Company has not generated any taxable incomi@t¢oand therefore has not paid any federal indeses since inception. Utilization of
the Company's net operating loss carryforwardsckvbiegin to expire in 2011, may be subject to aeftmitations under Section 382 of the
Internal Revenue Code of 1986, as amended. The &uwyimas provided a full valuation allowance ondbéerred tax asset, consisting
primarily of net operating loss carryforwards, hesmof uncertainty regarding its realizability.

LIQUIDITY AND CAPITAL RESOURCES
At December 31, 1997 the Company's cash and cashadents were $109.8 million, compared to $6.2ionlat December 31, 1996.

Net cash provided by operating activities of $3iiom for the year ended December 31, 1997 wamsarily attributable to increases of $2!
million in accounts payable, $5.1 million in otlecrued expenses and $2.9 million in accrued adirggt plus $4.7 million in depreciation
and amortization, largely offset by a net loss 27.$ million and increases of $8.4 million in intenes and $3.0 million in prepaid expenses
and other assets. For 1996, cash used in opewattivities was $1.7 million and resulted from a less of $5.8 million and increases of
$554,000 in inventories, $307,000 in prepaid expersd other assets and $146,000 in depositslylafiget by increases of $2.8 million in
accounts payable, $598,000 in accrued advertisidgba.4 million in other liabilities and accruedpexses, plus $286,000 in depreciation and
amortization. Net cash used in investing activities $22.5 million for the year ended Decemberl39;7
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and consisted of purchases of short-term invessrr#20.5 million and purchases of fixed assets702 million, partially offset by
maturities of shorterm investments of $5.2 million. For 1996, neticased in investing activities consisted of $1.Riam for the purchase ¢
fixed assets. The large increases in the compowémterking capital on a period-to-period basis amirect result of the rapid growth of the
Company's revenues and related activities. Suchtgrbas required the Company to purchase additired assets and increase purchases
of products, which resulted in corresponding insesan inventories and accounts payable.

Cash flows provided by financing activities of $12illion for the year ended December 31, 199%isiad of net proceeds of
approximately $72.7 million from the Loan obtainedecember 1997, $49.1 million from the Compamay 1997 initial public offering,
$518,000 from the exercise of common stock optamts $200,000 from the issuance of preferred st©ekh flows of $8.2 million
attributable to financing activities for the yeaded December 31, 1996 consisted primarily of netgeds from the issuance of preferred
stock.

On December 23, 1997, the Company borrowed $7%omillursuant to a three-year senior secured teram L'Bhe purpose of the Loan is to
finance working capital, capital additions, opeya$i, acquisitions, joint ventures and general aategourposes. The Loan is secured by a
priority lien on substantially all of the Compangissets. The Company has the option to choosetfrerfollowing interest rate options: (i) a
variable rate adjusted every one, two, three ongirths at the Company's option and based on thddrointerbank Offered Rate ("LIBOF
plus 3.50% per annum for the first six months @f tloan and 4.00% thereafter, or (ii) a variable iHtinterest based on the lender's Base
Rate plus 1.50% per annum for the first six mowththe Loan and 2.00% thereafter. In connectioinwie Loan, in January 1998 the
Company entered into certain interest rate riskagament agreements. The Company is required to makeatory prepayments on the
Loan equal to 50% of the proceeds from any debtoaredjuity offerings (other than the proceeds ofaie permitted debt) and 100% of the
proceeds from certain sales of assets that aneimested in replacement assets.

The Loan includes covenants restricting certaiivitiets by the Company, including (i) the incurrenaf additional indebtedness, (ii)
consolidations, mergers and sales of assets dndiidends and distributions to stockholdersatidition, financial covenants require the
Company to, among other things, maintain a mininwash balance, maintain certain levels of earnimdggsses before interest, taxes,
depreciation and amortization, limit its accourdagable aging and limit its capital and acquisitexpenditures. The Loan contains standard
events of default, including, among other thingshange in ownership or control. As a result, tbai.may reduce the Company's operati
flexibility and may limit its ability to pursue miegt opportunities. The Company met all Loan covénahDecember 31, 1997.

In connection with the Loan, the Company issuedavas to purchase a total of 750,000 shares oEtdmpany's common stock. All or a
portion of the warrants will be canceled if the Gmany repays the Loan in full prior to certain sfiedidates. If the Company does not repay
the Loan prior to such dates, and if any of therarats are exercised, such exercise may dilutedbeagnic interests of the Company's
stockholders. Warrants become exercisable whend&eyo longer be canceled and remain exercisabfevé years after such date. The
exercise price for the warrants is $52.11 per share

The Company expects to use the proceeds of the toosurpport its strategy of investing heavily inrkeding and promotion, product
development and technology and operating infragtrecdevelopment and may commit to significantdiexpenditures. The Company's
ability to generate planned future revenues, aatkfbre its ability to comply with the Loan covetammay be affected by events beyond its
control. If the Company were unable to satisfyltban covenants, the lending institutions would bttled to exercise their remedies,
including the right to declare all principal anderest immediately due and payable. If the Compeere unable to make such payment, or
were unable to repay the amount owing under the lavdghe end of its term, the lending instituticosild foreclose on the Company's assets,
substantially all of which are pledged as secuddtythe Loan.

19



In November 1997, the Company purchased fixed sasiseiugh a financing agreement totaling approxafyz$3.0 million and having an
imputed interest rate of 7.7% and a term of theesry. The debt is to be repaid in four equal paysnen

As of December 31, 1997 the Company's principatcasiof liquidity consisted of $109.8 million ofsteand cash equivalents and $15.3
million of short-term investments. As of that dates Company's principal commitments consistedbtifjations outstanding under the Loan,
obligations in connection with the acquisition béld assets, operating leases and commitmentsif@riising and promotional arrangements.
Although the Company has no material commitmentsépital expenditures, it anticipates a substhinttaiease in its capital expenditures
and lease commitments consistent with anticipatedt in operations, infrastructure and personimeNovember 1997 the Company opened
a 200,000-square-foot distribution center in Deleand expanded its Seattle distribution cent&5t600 square feet. The Company may
establish one or more additional distribution centeithin the next 12 months, which would requirteicommit to lease obligations, stock
inventories, purchase fixed assets and instalelea@ld improvements. In addition, the Company haanced plans to continue to increas
merchandise inventory in order to provide bettexilability to customers and achieve purchasingifficies.

The Company has developed a plan to modify itssmé&dion technology to recognize the Year 2000 aax] to the extent necessary, begun
converting its critical data processing systemac&ithe Company's systems and software are rdjatie/, management does not expect
Year 2000 issues related to its own internal systenbe significant. The Company has initiated f@rocommunications with all of its
significant suppliers and service providers to daiee the extent to which the Company's interfaesns are vulnerable to those third
parties' failure to remediate their own Year 2085Les. There can be no guarantee that the systertteeocompanies, on which the Comp
relies, will be converted timely and will not haae adverse effect on the Company's systems. The&uorcurrently expects the project tc
complete in 1999.

The Company purchases a substantial majority giréglucts from two major vendors, Ingram and B&igram is the Company's largest
supplier and accounted for 58% and 59% of the Caryipanventory purchases in 1997 and 1996, respygtiThe Company has no long-
term contracts or arrangements with any of its vesithat guarantee the availability of merchandtse continuation of particular payment
terms or the extension of credit limits. There bamo assurance that the Company's current vemdbrontinue to sell merchandise to the
Company on current terms or that the Company iléble to establish new or extend current vendatioaships to ensure acquisition of
merchandise in a timely and efficient manner andareptable commercial terms. If the Company waeble to develop and maintain
relationships with vendors that would allow it fotain sufficient quantities of merchandise on ataiele commercial terms, such inability
could have a material adverse effect on the Conlpdmgsiness, prospects, financial condition andlt®sf operations.

The Company believes that current cash and cadhadent balances and short-term investments willféicient to meet its anticipated cash
needs for at least 12 months. However, any prajestof future cash needs and cash flows are subjsctbstantial uncertainty. If cash
generated from operations is insufficient to sgtike Company's liquidity requirements, the Companay seek to sell additional equity or
debt securities or to obtain a line of credit. Blate of additional equity or convertible debt s@ms could result in additional dilution to the
Company's stockholders. There can be no assuraatcrtancing will be available in amounts or omie acceptable to the Company, if at
all. In addition, the Company will, from time tarte, consider the acquisition of or investment imptementary businesses, products and
technologies, which might increase the Compangtsdity requirements or cause the Company to isslaiitional equity or debt securities.

In 1997, the Financial Accounting Standards BoaFdh\GEB") issued Statement of Financial Accountingristard ("SFAS") No. 128, Earnings
per Share. SFAS No. 128 replaced the previouslgrteg primary and fully diluted earnings per shaith basic and diluted earnings per
share. Prior to SFAS No. 128, the SEC required thatn where antidilutive, common and common edentashares issued during the 12-
month period prior to the filing of an initial publoffering be included in the calculation of eawgys per
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share as if they were outstanding for all periogsented (using the treasury stock method andhtti@l ipublic offering price). Because of
new requirements issued in 1998 by the SEC for eones that recently completed an initial publiceafig and interpretation by FASB of t
initial application of SFAS No. 128, the numbersbfares used in the calculation of basic net losshere has changed to exclude common
equivalent shares, even when antidilutive, andased but unvested shares subject to repurchaebyompany. Previously reported
periods affected by these changes in requirempaolsde net loss per share calculations for thesyeaded December 31, 1997, 1996 and
1995.

The Company's total net loss for these periodsibashanged. However, share count for the yearsceBécember 31, 1997, 1996 and 1995
has been revised from 23,602,000, 22,655,000 afa83®00 to 21,651,000, 18,544,000 and 14,394@3pectively. As a result, net loss
share for the years ended December 31, 1997, 1896395 has been revised from $1.17, $0.25 an®$6.81.27, $0.31 and $0.02,
respectively.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Not applicable
ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
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REPORT OF ERNST & YOUNG LLP, INDEPENDENT AUDITORS

Board of Directors
Amazon.com, Inc.

We have audited the accompanying balance shedt:afon.com, Inc. as of December 31, 1997 and 1896 the related statements of
operations, stockholders' equity and cash flows&mh of the three years in the period ended Deeefih 1997. Our audits also included the
financial statement schedule listed in the Indetteah 14(a). These financial statements and sckeatel the responsibility of the Company's
management. Our responsibility is to express aniopion these financial statements and schedukdbas our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatem@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements refereadlbove present fairly, in all material respedts, financial position of Amazon.com, Inc. at
December 31, 1997 and 1996 and the results opésations and its cash flows for each of the tlyeses in the period ended December 31,
1997, in conformity with generally accepted accoumprinciples. Also, in our opinion, the relatedancial statement schedule, when
considered in relation to the basic financial stegets taken as a whole, presents fairly in all mateespects the information set forth therein.

ERNST & YOUNG LLP

Seattle, Washington
January 19, 1998

22



AMAZON.COM, INC.

BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE AND PER SHARE DATA)

DECEMBER 31,

ASSETS
Current Assets:
Cash and cash equivalents...............ccc......

Short-term investments.........ccccccoevveveeeeee. L 15,256 --
INVENONIES. v 8,971 571
Prepaid expenses and other........cccccceeeeeee. Ll 3,298 321
Total current assets......cccceeeeeeeeee. L 137,335 7,140
Fixed assets, N€t....oovveveveeeeeeiiiiiiiiiicceeee 9,265 985
Deposits.........c..c..... e 166 146
Deferred charges.........cccoovvvvvveveeeeee. 2,240 --

Total assets........cceeeveeeeeeeieinnns

......... $149,006 $8,271

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable.......cccooviiniieniieeeees $32,697 $2,852
Accrued advertising - 3,454 598
Accrued product development.......cccccoceeeeee. -- 500
Other liabilities and accrued expenses............ .. 6,167 920
Current portion of long-term debt................~~ ... 1,500 -
Total current liabilities................~— .. 43,818 4,870
Long-term portion of debt.............ooeveeeeeee. L 76,521 --
Long-term portion of capital lease obligation...... ... 181 -
Stockholders' Equity:
Preferred stock, $0.01 par value:
Authorized shares -- 10,000,000
Issued and outstanding shares -- none and 569, 396
shares in 1997 and 1996, respectively........ ... - 6
Common stock, $0.01 par value:
Authorized shares -- 100,000,000
Issued and outstanding shares -- 23,937,169 an d
15,900,229 shares in 1997 and 1996, respectiv ely...... 239 159
Additional paid-in capital.... e 63,792 9,873
Deferred compensation........cccceeeeeeeeeees L (2,930) (612)

Accumulated defiCit..........cccceerviinenennne
Total stockholders' equity...............

Total liabilities and stockholders' equ

See accompanying notes.
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AMAZON.COM, INC.

STATEMENTS OF OPERATIONS
(IN THOUSANDS, EXCEPT PER SHARE DATA)

Net Sales.......uvvvieiiiieeeeieieeeecciiins
Costof sales........ccoccvvvviiiieiiieeieeeee,

Gross Profite......ereeeeensieiciiiiiienens
Operating expenses:
Marketing and sales...........ccccceevviieeenn.
Product development........cc.ccccoeeveiiinnnns
General and administrative.............c.........

Total operating expenses.................
Loss from operations..............ccccvvveveenens
Interest income............cccoevviiiiininnnn.
Interest eXpense........ccccvvvveveeeeeeennnnnnnne
Net10SS.....ccovviiiiiiiiii,
Pro forma basic and diluted loss per share.........

Shares used in computation of pro forma basic and d
loss
pPer share........ccoceeeviiiiieeiiiieee e

See accompanying notes.

YEARS ENDED DECEMBER 31,

1997 1996 1995

......... $147,758 $15,746 $ 511
......... 118,945 12,287 409

......... 28,813 3,459 102

......... 38,964 6,090 200
......... 12,485 2,313 171
......... 6,573 1,035 35

......... 58,022 9,438 406
......... (29,209) (5,979)  (304)
......... 1,808 202 1
......... (279) - -

......... $(27,590) $(5,777) $ (303)

......... $ (1.27) $(0.31) $(0.02)

......... 21,651 18,544 14,394
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AMAZON.COM, INC.

STATEMENTS OF STOCKHOLDERS' EQUITY
(IN THOUSANDS, EXCEPT SHARE DATA)

PREFERRED STOCK COMMON STOCK ~ ADVANCES  ADDITIONAL
------------------------------------ RECEIVED FOR  PAID-IN DEFERRED ACCUMULATED
SHARES AMOUNT COMMON STOCK CAPITAL COMPENSATION  DEFICIT

Reclassification of
accumulated deficit due to
termination of S
Corporation status........ - -
Advances received for common

Exercise of common stock
OpLioNS...ccvveeiienns - -

Net loss for the year ended
December 31, 1995......... - -

Reincorporation in
Delaware.................. - -
Sale of preferred stock, net
of $30 issuance costs..... 569,396 6
Sale of common stock........ - -
Exercise of common stock
OptioNS......cccvervenne. - -
Unearned compensation
related to stock
OptioNS......cccvervenne. - -
Net loss for the year ended
December 31, 1996......... - -

569,396 6
Sale of preferred stock..... 5,000 -
Exercise of common stock

OptioNS...cccvveeiienns - -
Public stock offering, net

of $1,117 issuance

COSES..oereiairriianias - -
Conversion of preferred

stock into common stock... (574,396) (6)
Issuance of common stock for

fixed assets and accrued

product development....... - -
Unearned compensation

related to stock

Amortization of unearned
compensation related to
stock options............. -
Net loss for the year ended
December 31, 1997......... - -

TOTAL
STOCKHOLDERS'
EQUITY

Reclassification of
accumulated deficit due to
termination of S
Corporation status........

Advances received for common

150

Net loss for the year ended
December 31, 1995......... (303)

Reincorporation in

Delaware.................. -
Sale of preferred stock, net

of $30 issuance costs..... 7,970
Sale of common stock........ 36

Exercise of common stock

10,200,000 $ 10 $ 50 $ -
4,235,244 1,172 (50) -

—- @107 - -

14,555,244 1,075 150 -
—- (929) - 929

- - 7,964
840,528 8  (150) 178

504,457 5 - 190

1,365,564 14 - 504

3,000,000 30 - 49,073

3,446,376 34 - (28)

225,000 2 -- 1,498

23,937,169 $ 239 $ - $63,792

$(1,930)

(6,025)

$(33,615)




OptioNS.......ccervvenne. 195
Unearned compensation

options........ccccevee -
Net loss for the year ended
December 31, 1996......... (5,777)

OPLioNS....covveiiiiens 518
Public stock offering, net

of $1,117 issuance

costs....
Conversion of preferred

stock into common stock... --
Issuance of common stock for

fixed assets and accrued

product development....... 1,500
Unearned compensation

49,103

Amortization of unearned
compensation related to

stock options............. 1,354
Net loss for the year ended
December 31, 1997......... (27,590)

1997 ., $ 28,486

See accompanying notes.
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AMAZON.COM, INC.

STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

OPERATING ACTIVITIES
NEL 0SS, ..eveeeiiiiiee e
Adjustments to reconcile net loss to net cash provi
(used in) operating activities:
Depreciation and amortization....................
Amortization of unearned compensation related to
[o] 11 o] - F
Changes in operating assets and liabilities:
INVentories........cccoocveeeeiiiiieeeenne
Prepaid expenses and other..................
Deposits.....ccccvvviiieiiiieieeeeeeee
Accounts payable..........ccccccevveeeenn.
Accrued advertising...........ccccceeeene
Other liabilities and accrued expenses......

Net cash provided by (used in) operating
activitieS......ccovvvveeieneeeeeen,
INVESTING ACTIVITIES
Maturities of short-term investments...............
Purchases of short-term investments................
Purchases of fixed assets...........cccccvvveeeens

Net cash used in investing activities....
FINANCING ACTIVITIES
Proceeds from initial public offering..............
Proceeds from exercise of stock options and sale of

Proceeds from sale of preferred stock..............
Proceeds from (repayment of) notes payable and long

Net cash provided by financing activities

Net increase in cash..........ccccceeeviieeenne
Cash and cash equivalents at beginning of period...

Cash and cash equivalents at end of period.........

SUPPLEMENTAL CASH FLOW INFORMATION

Common stock issued for fixed assets and accrued pr
development..........oocceeeeiiiiieneeiiiienn.

Fixed assets acquired under capital lease..........

Fixed assets acquired under financing agreement....

Interest paid........ccccceevveeeeeeiiiiiiiinnns

See accompanying notes.
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YEARS ENDED DECEMBER 31,

1997 1996 1995

......... 3,388 286 19

stock

......... 1,354 - -
......... (8,400) (554) (17)
......... (2,977) (307) (14)
......... (20) (146) -
......... 29,845 2,753 99
......... 2,856 598  --
......... 5,066 1,412 (16)
......... 3,522 (1,735) (232)
......... 5,198 - -
......... (20,454) - -
......... (7,221) (1,214) (52)
......... (22,477) (1,214) (52)
......... 49,103 - -
common

......... 518 231 1,272
......... 200 7,970 -
-term

......... 75,000 - (44)
......... (2,304) - -
......... 122,517 8,201 1,228
......... 103,562 5,252 944
......... 6,248 996 52
......... $109,810 $6,248 $996
oduct



AMAZON.COM, INC.
NOTES TO FINANCIAL STATEMENTS
NOTE 1 -- ACCOUNTING POLICIES
Description of Business

Amazon.com, Inc. ("Amazon.com" or the "Company"gvigcorporated on July 5, 1994. The Company isrdin@ retailer of books and oth
information-based products on the Company's Webasitl offers more than 2.5 million titles.

Use of Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdassats and liabilities and disclosure of contihgssets and liabilities at the date of the
financial statements and the reported amountsvefnges and expenses during the reporting perioaiahcesults could differ from those
estimates.

Cash and Cash Equivalents

The Company invests certain of its excess caskeli idstruments of the U.S. government and its eigenforeign governments and high-
quality corporate issuers. The Company considétsgily liquid instruments with an original mattyriof three months or less to be cash
equivalents. Cash and cash equivalents are catieost, which approximates market.

Short-term Investments

At December 31, 1997, short-term investments copsisarily of high-quality corporate notes, andre/elassified as held-to-maturity and
carried at cost, which approximates market. Theamematurity of short-term investments at Decen3ier1 997 was 139 days with a
weighted-average yield of 5.7%. Unrealized holdjagns and losses at December 31, 1997 were nafisagm. At December 31, 1996, the
Company did not hold any short-term investments.

Deferred Charges

On December 23, 1997, the Company borrowed $7%omiflursuant to a three-year senior secured teeditcagreement (the "Loan"). At
December 31, 1997, deferred charges consistedsfassociated with the Loan. The fees will be amemtitover the life of the Loan using the
straight-line method. During 1997 the Company redzed $64,000 in deferred charge amortization.

Inventories
Inventories are valued at the lower of average aostarket.

The Company purchases a substantial majority giréiglucts from two major vendors, Ingram Book Gr@lipgram") and Baker & Taylor,

Inc. ("B&T"). Ingram is the Company's largest supphnd accounted for 58% and 59% of the Company&ntory purchases in 1997 and
1996, respectively. The Company has no long-temtraots or arrangements with any of its vendorsghbarantee the availability of
merchandise, the continuation of particular paynems or the extension of credit limits. There bamo assurance that the Company's
current vendors will continue to sell merchandséhe Company on current terms or that the Compéihpe able to establish new or extend
current vendor relationships to ensure acquisitiomerchandise in a timely and efficient manner anécceptable commercial terms. If the
Company were unable to develop and maintain relaktigps with vendors that would allow it to obtairfficient quantities of merchandise on
acceptable commercial terms, such inability coadeha material adverse effect on the Company'sibsss| prospects, financial condition and
results of operations.
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AMAZON.COM, INC.
NOTES TO FINANCIAL STATEMENTS -- (CONTINUED)
Fixed Assets

Fixed assets are recorded at cost less accumulepzdciation. Depreciation of fixed assets is mtediusing primarily the straight-line
method over the estimated useful lives of two Ve fiears.

Income Taxes

The Company recognizes deferred tax assets arilitigsbbased on differences between the finamapbrting and tax bases of assets and
liabilities using the enacted tax rates and lavas éine expected to be in effect when the differsree expected to be recovered. The Com
has provided a full valuation allowance on the deftax asset, consisting primarily of net opergatoss carryforwards, because of
uncertainty regarding its realizability.

Revenue Recognition

The Company recognizes revenue from product saégf any discounts, when the products are shippedstomers. Outbound shipping
and handling charges are included in net saleseievfrom gift certificates is recognized upon picidshipment following redemption. The
Company provides an allowance for sales returngwave been insignificant, based on historicglegience. International sales were $36.2
million, $5.1 million and $198,000 for the yeargled December 31, 1997, 1996 and 1995, represe2fiity 33% and 39% of sales,
respectively. No foreign country or geographic@&ssaccounted for more than 10% of revenue in atlyeoperiods presented.

Advertising Costs

The cost of advertising is expensed as incurredtiieyears ended December 31, 1997, 1996 and 89%&ompany incurred advertising
expense of $21.2 million, $3.4 million and $30,068&pectively.

Product Development

Product development expenses consist principalpagfoll and related expenses for developmentoedit systems and telecommunications
operations personnel and consultants, systemséwmmunications infrastructure and costs of aequtontent. To date, all product
development costs have been expensed as incurred.

Stock Compensation

The Company has elected to apply the disclosurgqmalvisions of Statement of Financial Accountirtgriglard ("SFAS") No. 123,
Accounting for Stock-Based Compensation. Accordintile Company accounts for stock-based compemsasing the intrinsic value
method prescribed in Accounting Principles Boardn@m No. 25, Accounting for Stock Issued to Empey, and related interpretations.
Compensation cost for stock options is measuredeasxcess, if any, of the fair value of the Conymnommon stock at the date of grant
over the stock option exercise price.

Concentrations of Credit Risk

The Company is subject to concentrations of crégktfrom its holdings of cash, cash equivalentd simort-term investments. The Company's
credit risk is managed by investing its cash irhkigiality money market instruments and securitfdb® U.S. government and its agencies,
foreign governments and high-quality corporateassuln addition, the Company's accounts receivatdeanot significant and are due from
domestic banks. The Company believes it had nouaiew®ncentrations of credit risk at December 3B 71
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AMAZON.COM, INC.
NOTES TO FINANCIAL STATEMENTS -- (CONTINUED)
Net Loss Per Share

In 1997, the Financial Accounting Standards BoaFd\GEB") issued SFAS No. 128, Earnings per Shard&SNo. 128 replaced the
previously reported primary and fully diluted eanyé per share with basic and diluted earnings mmes Unlike primary earnings per share,
basic earnings per share excludes any dilutivetsfigf options, warrants and convertible securifigkited earnings per share is very similar
to the previously reported fully diluted earnings phare. Basic earnings per share is computed tisnweighted- average number of
common shares outstanding during the period. Qdletrnings per share is computed using the weightethge number of common and
common stock equivalent shares outstanding duhiegperiod. Common equivalent shares are excluded fine computation if their effect is
antidilutive. Net loss per share amounts for atiqus have been restated to conform to SFAS Norég8irements.

Pro forma loss per share is based on the weighvterdige number of common and common equivalent stwarstanding during each period.
To calculate pro forma loss per share, all outstansghares of convertible preferred stock are assuim have been converted to common
stock for all periods presented.

Prior to SFAS No. 128, the SEC required that, evkare antidilutive, common and common equivaleatas issued during the 12-month
period prior to the filing of an initial public a#fing be included in the calculation of earningsgyeare as if they were outstanding for all
periods presented (using the treasury stock methddhe initial public offering price). Becausenefw requirements issued in 1998 by the
SEC for companies that recently completed an Irptiblic offering and interpretation by FASB of thiétial application of SFAS No. 128, t!
number of shares used in the calculation of basidass per share has changed to exclude commavednt shares, even when antidilutive,
and exercised but unvested shares subject to fegmedy the Company. Previously reported peridéstefd by these changes in
requirements include net loss per share calculafionthe years ended December 31, 1997, 1996 @9l 1

The Company's total net loss for these periodsibashanged. However, share count for the yearsceBécember 31, 1997, 1996 and 1995
has been revised from 23,602,000, 22,655,000 afa83®00 to 21,651,000, 18,544,000 and 14,394@3pectively. As a result, net loss
share for the years ended December 31, 1997, 1896395 has been revised from $1.17, $0.25 an®$6.81.27, $0.31 and $0.02,
respectively.

New Accounting Pronouncements

In June 1997, FASB issued SFAS No. 130, Reportiogp@ehensive Income, which establishes standardagporting comprehensive
income, and SFAS No. 131, Disclosures about Segnwéran Enterprise and Related Information, whigfaldishes standards for reporting
information about operating segments. The Compsamgduired to adopt these statements in 1998. Dngp@ny does not expect the impact
of these statements to be material.

Reclassifications
Certain prior-year balances have been reclasdifiednform to the current-year presentation.
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AMAZON.COM, INC.
NOTES TO FINANCIAL STATEMENTS -- (CONTINUED)
NOTE 2 -- FIXED ASSETS
Fixed assets, at cost, consist of the following:

DECEMBER 31,

1997 1996

(IN THOUSANDS)
Computers and equipment.......ccccocceeevcveeeees $7,118 $1,031
Purchased software........ccccccooecvvvevviceeeee. L 4,505 134
Leasehold improvementS......ccccccceeevvvveveeeeeee 914 130
Leased aSSetS....cccccvvviiieiiiiiiieeieeees 362

12,899 1,295
Less accumulated depreciation and amortization..... ... 3,634 310

Fixed assets, Net......ccccoveveveeee $9,265 $ 985

NOTE 3 -- DEBT
Financing Arrangements

On December 23, 1997, the Company borrowed $7%omiflursuant to a three-year senior secured teramLdhe purpose of the Loan is to
finance working capital, capital additions, opesasi, acquisitions, joint ventures and general aaegpurposes. The Loan is secured by a
priority lien on substantially all of the Compangssets. The Company has the option to choosetfreriollowing interest rate options: (i) a
variable rate adjusted every one, two, three ongixths at the Company's option and based on thddmlinterbank Offered Rate ("LIBOF
plus 3.50% per annum for the first six months @f tloan and 4.00% thereafter, or (ii) a variable iHtinterest based on the lender's Base
Rate plus 1.50% per annum for the first six mowththe Loan and 2.00% thereafter. In connectioin it Loan, in January 1998 the
Company entered into certain interest rate riskagament agreements. The Company is required to mahkdatory prepayments on the
Loan equal to 50% of the proceeds from any debtoaredjuity offerings (other than the proceeds ofase permitted debt) and 100% of the
proceeds from certain sales of assets that aneeimested in replacement assets.

The Loan includes covenants restricting certaiiviiets by the Company, including (i) the incurrenaf additional indebtedness, (ii)
consolidations, mergers and sales of assets andiidends and distributions to stockholdersatidition, financial covenants require the
Company to, among other things, maintain a mininzash balance, maintain certain levels of earnimdssses before interest, taxes,
depreciation and amortization, limit its accourdagable aging and limit its capital and acquisitexpenditures. The Loan contains standard
events of default, including, among other thingshange in ownership or control. As a result, tbarh may reduce the Company's operati
flexibility and may limit its ability to pursue mieet opportunities. The Company met all Loan covémnahDecember 31, 1997.

In connection with the Loan, the Company issuedaves to purchase a total of 750,000 shares aEtmepany's common stock. All or a
portion of the warrants will be canceled if the Gamy repays the Loan in full according to the faflag schedule: all warrants if repayment
occurs within 12 months; warrants to purchase &xbghares if repayment occurs within 15 monthsravas to purchase 562,500 shares if
repayment occurs within 18 months; warrants to pase 450,000 shares if repayment occurs within @dtins; warrants to purchase 225,000
shares if repayment occurs within 30 months; and/awants if repayment occurs after 30 months. s rbecome exercisable when they
can no longer be canceled and remain exercisabfevéoyears after such date. The exercise pricghfe warrants is $52.11 per share.
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AMAZON.COM, INC.
NOTES TO FINANCIAL STATEMENTS -- (CONTINUED)
Financing Agreement for Purchase of Fixed Assets

In November 1997, the Company purchased fixed asseiugh a financing agreement with a vendor hggaimimputed interest rate of 7.7%
and a term of three years. The debt is to be rapdimur equal payments.

Future minimum debt payments at December 31, 189@sfollows:

YEAR ENDING DECEMBER 31,

1998 . $ 1,500
1999, i 761
2000 75,760
Total debt........coooiiiiiiiiiiiiieeeee 78,021
Less current portion..........cccccvveveeeeeeennn. 1,500
$76,521

Long-term debt..........oooiviiiiiiiiiis

NOTE 4 -- COMMITMENTS

The Company currently leases office and distributienter facilities and fixed assets under naneelable operating and capital leases. R
expense under operating lease agreements for 1998,and 1995 was $2 million, $257,000 and $12,688phectively. The Company has ¢

entered into certain advertising agreements.

Future minimum commitments as of December 31, H87s follows:

OPERATING
CAPITAL LEASES AND
LEASE ADVERTISING

YEAR ENDING DECEMBER 31,

........ $145 $13,908
........ 145 15,507
........ 60 13,171
........ - 1,406
........ - 1,176
........ - 23
Total minimum lease payments............. ... $350 $45,191
Less imputed interest.........ccoccvvevvevene. L 55
Present value of net minimum lease payments........ ... 295
Less current portion.........cccoeeeeeeee. L 114
........ $181

Long-term capital lease obligation.................

NOTE 5 -- STOCKHOLDERS' EQUITY

Reincorporation and Authorized Capital

On May 28, 1996, the Company reincorporated irsthte of Delaware with authorized capital of 5,000, shares of $0.01 par value
preferred stock and 25,000,000 shares of $0.0¥gae common stock. The accompanying financiabstants have been restated to reflect
the reincorporation. On April 18, 1997, the Compargreased its authorized common stock to 100,@@0shares and increased its authot

preferred stock to 10,000,000 shares.
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NOTES TO FINANCIAL STATEMENTS -- (CONTINUED)
Preferred Stock

In June 1996, the Company issued 569,396 shar@srads A convertible preferred stock at a pric81£.05 per share. In January and
February 1997, the Company sold an additional 5sb@0es of Series A preferred stock at $40 peeshhile outstanding, the preferred
stock was convertible into common stock at theaoptif the holder, at any time, at a rate of sixab@f common stock for one share of
preferred stock. As of the closing of the initialtic offering, all of the preferred stock outstarglwas converted into an aggregate of
3,446,376 shares of common stock.

Common Stock

On November 23, 1996, the Company effected a forxohe common stock split. On April 18, 1997, thenfpany effected a three-for-two
common stock split. The accompanying financialestants have been restated to reflect these stditk sp

Initial Public Offering

On May 15, 1997, the Company completed an initiddlic offering of 3,000,000 shares of its commarckt Net proceeds to the Company
aggregated $49.1 million.

Stock Options

The Company's stock option plans consist of the71R@ck Option Plan and the 1994 Stock Option Riallectively, the "Plans"). Shares
reserved under the Plans consist of 6,000,000 slvathe 1997 plan and 4,800,000 shares in the p&8v Any shares of common stock
available for issuance under the 1994 Stock Ogtlam that are not issued under that plan may bedatidthe aggregate number of shares
available for issuance under the 1997 Stock Ogiam.

Generally, options are granted by the Company'sdofDirectors at an exercise price of not lesmtthe fair market value of the Compar
common stock at the date of grant. Each outstanmlion granted prior to December 20, 1996 hasra tf five years from the date of
vesting. Each outstanding option granted on oresgilisnt to December 20, 1996 has a term of ten jransthe date of grant. Subject to IRS
limitations, options granted under the Plans gdlydbacome exercisable immediately. Options gemexadst at the rate of 20% after year ¢
20% after year two and 5% at the end of each guimtgears three through five. Shares issued @p@ncise of options that are unvested are
subject to repurchase by the Company upon termimati employment or services. At December 31, 1899,921 shares of common stock
were subject to repurchase.

During 1995, the Company granted a total of 3600@@qualified stock options outside of the Plandarrseparate agreements with three
individuals. Under the terms of these agreemehngspption prices range from $0.333 to $0.667 arstl ethe rate of 40% on the date of
grant, 30% after two years and 30% after four ydanexercised options expire five years after thte @f grant. At December 31, 1997,
options for 156,000 shares of common stock werecesable and options for 96,000 shares had beewciszd.
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The following table summarizes the Company's stiation activity:

WEIGHTED
NUMBER  AVERAGE
OF EXERCISE
SHARES PRICE

Balance, December 31, 1994...............cccuee ... 1,176,816 $0.001
Options granted.............ccocuueee . .. 742,464 0.344
Options canceled.... ... (30,000) 0.172
Options exercised........ccccccveeeeeeeneninnnns ... (120,000) 0.001

Balance December 31, 1995.............ccceevnnee ... 1,769,280 0.142
Options granted:

At fair market value...........cccccceeeeen. ... 1,038,600 0.333
At less than fair market value.. ... 1,554,150 0.796
Options canceled............cccocveeeeinnnnen. ... (528,722) 0.278
Options exercised.........ccceevcveeeereinnen. ... (504,457) 0.387

Balance December 31, 1996..............ccoeeneeee ... 3,328,851 0.448
Options granted:

At fair market value..........cccccoeeeenn. ... 1,592,425 23.128

At less than fair market value.. 1,378,350  2.840
Options canceled....................... ... (424,230) 3.195
Options exercised.........ccceevcveeeeeeinnen. ... (1,365,564) 0.380

Balance December 31, 1997..........cccceeevvnnnnne ... 4,509,832 8.949

At December 31, 1997, 4,660,145 shares of comnumk stere available for future grant under the Plans
The following table summarizes information abouti@ps outstanding and exercisable at December37:1

OPTIONS OUTSTANDING

WEIGHTED- OPTIONS EXERCISABLE
AVERAGE
REMAINING  WEIG HTED- WEIGHTED-
RANGE OF OPTIONS CONTRACTUAL AVE RAGE OPTIONS AVERAGE
EXERCISE PRICES OUTSTANDING LIFE EXERCI SE PRICE EXERCISABLE EXERCISE PRICE
$0.001-$0.332 169,964 6.3 years $0 172 169,964 $0.172
0.333 - 1.000 1,528,035 6.5 years 0 .599 1,379,433 0.596
1.001 - 2.667 970,608 9.1 years 2 .231 573,108 2.173
2.668 - 4.667 320,200 9.2 years 4 416 283,574 4.444
4.668 - 12.000 789,475 9.3 years 11 .861 511,909 11.848
12.001 - 25.313 283,100 9.6 years 21 .978 234,363 21.983
25.314 - 55.250 373,200 9.8 years 42 .549 236,091 41.520
55.251 - 62.563 75,250 9.9 years 58 .078 36,773 58.006
$0.001 - $62.563 4,509,832 8.2 years $8 .949 3,425,215 $7.739

The Company follows the intrinsic value method @e@unting for its stock options. Had compensatiost been recognized based on the fair
value at the date of grant for options grantedd7l 1996 and 1995,
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the pro forma amounts of the Company's net lossantbss per share for the years ended Decembd©87, 1996 and 1995 would have
been as follows:

FOR THE YEARS ENDED DECEMBER 31,

1997 1996 1995
(IN THOUSANDS, EXCEPT PER SHARE DATA)

Net loss -- as reported..................... $ (27,590)  $(5,777)  $(303)
Net loss -- pro forma............c.......... (32,543) (5,808) (304)
Pro forma basic and diluted loss per common

share -- as reported...................... $ (2.27) $(0.31) $(0.02)
Pro forma basic and diluted loss per common

share -- pro forma...........cccceeene (1.50) (0.31) (0.02)

The fair value of each option grant was estimat@dgithe Black-Scholes option-pricing model. Fa ylear ended December 31, 1997, the
weighted-average value was estimated using an tegéfe of three years, no dividends, risk-fregiast rates ranging from 5.70% to 6.93%
and a volatility of .50. For 1996 and 1995 the ealas estimated using risk-free interest ratesid% to 7.60%, an expected option life of
three years and no expected dividends. As the Coynpas privately held in 1996 and 1995, expectddtility was not applicable. The
weighted-average fair value of options grantedrduthe years 1997, 1996 and 1995 was $12.69, $M@80.06, respectively, for options
granted at fair market value. The weighted-avefagevalue of options granted at less than fairkeawalue during 1997 and 1996 was $3.31
and $0.53, respectively.

Deferred Compensation

The Company recorded aggregate deferred compensdt®?.7 million and $612,000 in 1997 and 1996pextively. The amounts recorded
represent the difference between the grant pridetamdeemed fair value of the Company's commarkdtwr shares subject to options
granted in 1997 and 1996. The amortization of detecompensation will be charged to operations thewresting period of the options,
which is typically five years. Total amortizatioecognized in 1997 was $1.4 million. No amortizatieas recognized in 1996.

Common Stock Reserved

At December 31, 1997, common stock reserved faréuissuance was as follows:

StOCK OPLIONS...cviiiiiiiie i 9,169,977
Common stock warrantS......ccccceeveveveeeneees L 750,000
Totaleiiiiiieeccee e 9,919,977

NOTE 6 -- INCOME TAXES

The Company did not provide an income tax benefihy of the periods presented because it hagierped operating losses since
inception. At December 31, 1997, the Company ha@perating loss carryforwards of approximately $2@illion. Utilization of net
operating loss carryforwards may be subject tcagefimitations under Section 382 of the InternavBnue Code. The carryforwards begin to
expire in 2011.
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Deferred income taxes reflect the net tax effettemmporary differences between the carrying amoohassets and liabilities for financial
reporting purposes and the amounts used for in¢armpurposes. Significant components of the Comisadsferred tax assets are as follows:

DECEMBER 31,

(IN THOUSANDS)
Deferred tax assets:

Net operating loss carryforwards.........cccc..... L $ 8,201 $1,855
RESEIVES...coiiiiiiiiiiiieeeee 1,395 --
Compensation eXpense........ccocvvvveveevenenens 460 --
Other. i 306
Total deferred tax assets........ccceeee. L 10,362 1,855
Valuation allowance for deferred tax assets......... ... (10,362) (1,855)
Net deferred tax assetS.....ccccocevvvevvvevvvenees L $ - $ -

NOTE 7 -- EMPLOYEE BENEFIT PLAN

The Company has a 401(k) savings plan coveringtaatislly all of its employees. Eligible employeesay contribute through payroll
deductions. The Company matches employees' cotitnitsuat the discretion of the Company's Board iné@ors. To date, the Company has
not matched employee contributions to the 401 (kg plan.

NOTE 8 -- QUARTERLY RESULTS (UNAUDITED)

The following tables contain selected unauditedestant of Operations and stock price data for eaetmter of 1997 and 1996. The Comp.
believes that the following information reflects mbrmal recurring adjustments necessary for apfie@sentation of the information for the
periods presented. The operating results for amytguare not necessarily indicative of resultsafioy future period.

1997
4TH 3RD 2ND 1ST
QUART ER QUARTER QUARTER QUARTER
(IN THOUSANDS, EXCEPT PER SHARE DATA)
Net sales......ccocvveiiieiiiieieee $66,0 11 $37,887 $27,855 $16,005
Gross profit........cccceeeveeeiinennn. 12,8 92 7,178 5222 3,521
Net 10SS....coviieriieiieeiieciieee 9,3 37) (8,510) (6,705) (3,038)
Pro forma basic and diluted loss per
Share.....cocooveeiieieeeee e, (0. 41) (0.37) (0.31) (0.16)
Shares used in computation of pro forma
basic and diluted loss per share.......... 23,0 21 22,863 21,317 19,402
Stock sales prices per share:
High. oo $ 65. 50 $57.75 $30.00 N/A
LOW. oottt $42. 25 $18.13 $15.75 N/A
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1996

4TH 3RD 2ND 1ST
QUARTER QUARTER QUARTER QUARTER

(IN THOUSANDS, EXCEPT PER SHARE DATA)

Net SAlES......cceveeriereree e . $8,468 $4,173 $2,230 $ 875
Gross profit.......ccceeeveeeeiinieieniiieen. . 1,891 911 477 180
NEt 10SS...ceiiiiiiiieiiie e . (2,299) (2,380) (767) (331)
Pro forma basic and diluted loss per share......... . (0.12) (0.12) (0.04) (0.02)
Shares used in computation of pro forma basic and

diluted loss per share.........cc.ccveeeennns . 19,085 19,041 18,339 17,712
Stock sales prices per share:

High. oo, . N/A N/A N/A N/A

LOW. it . NA N/A N/A N/A

Because of new requirements issued in 1998 by Et& f6r companies that recently completed an infiiddlic offering and interpretation by
FASB of the initial application of SFAS No. 128ethumber of shares used in the calculation of bastidoss per share has changed to
exclude common equivalent shares, even when aritigil and exercised but unvested shares subjeeptochase by the Company.
Previously reported periods affected by these chsimgrequirements include net loss per share ledilcns for the years ended December 31,
1997, 1996 and 1995.

The Company's total net loss for these periodsnbashanged. However, share count for the yearsceBecember 31, 1997 and 1996 has
been revised from 23,602,000 and 22,655,000 tc621060 and 18,544,000, respectively. As a resettjass per share for the years ended
December 31, 1997 and 1996 has been revised frob7 $hd $0.25 to $1.27 and $0.31, respectively.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

PART llI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

Information regarding the Registrant's executiviecefs called for by Part lll, Item 10, is set foit Item 1 of Part | herein under the caption
"Executive Officers of the Registrant.” Informatioalled for by Part Ill, Item 10, regarding the #gant's directors is included in the
Company's Proxy Statement relating to the Compamyisial meeting of stockholders to be held on M&y1998, and is incorporated herein
by reference. The information appears in the P®tagfement under the caption "Election of DirectoBsich Proxy Statement will be filed
within 120 days of December 31, 1997, the Compayees end.

ITEM 11. EXECUTIVE COMPENSATION

Information called for by Part Ill, Item 11, is inded in the Company's Proxy Statement relatintpgoCompany's annual meeting of
stockholders to be held on May 28, 1998, and isriparated herein by reference. The information app@ the Proxy Statement under the
caption "Executive Compensation." Such Proxy Statamwill be filed within 120 days of December 399%, the Company's year end.

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

Information called for by Part lll, Item 12, is inded in the Company's Proxy Statement relatinpeéoCompany's annual meeting of
stockholders to be held on May 28, 1998, and isriparated herein by
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reference. The information appears in the ProxyeStant under the caption "Beneficial Ownership lodir@s.” Such Proxy Statement will be
filed within 120 days of December 31, 1997, the @any's year end.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

Information regarding certain of the Company'stieteships and related transactions is set fortreufi@ertain Transactions" in the
Company's Proxy Statement relating to the Compamyisial meeting of stockholders to be held on M&y1®98, and is incorporated herein
by reference. Such Proxy Statement will be filethimi 120 days of December 31, 1997, the Comparegs gnd.

PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K
(A) LIST OF DOCUMENTS FILED AS A PART OF THIS REPAR
(1) Index to Financial Statements:

Report of Ernst & Young LLP, Independent Auditors

Balance Sheets as of December 31, 1997 and 1996
Statements of Operations for each of the threesyeraled December 31, 1997, 1996 and 1995
Statements of Stockholders' Equity for each otltinee years ended December 31, 1997, 1996 and 1995
Statements of Cash Flows for each of the threesymaded December 31, 1997, 1996 and 1995
Notes to Financial Statements
(2) Index to Financial Statement Schedules:
Il Valuation and Qualifying Accounts

All other schedules not listed above have beentethttecause the required information is includetthénfinancial statements or the notes
thereto, or is not applicable or required.

(3) Index to Exhibits:

EXHIBIT
NUMBER DESCRIPTION
3.1* -- Restated Certificate of Incorporation of the Company.

3.2* -- Bylaws of the Company.

10.1*+ -- Amended and Restated 1994 Stock Optio n Plan (version as of
December 20, 1996 for Amended and Res tated Grants and
version as of December 20, 1996 for N ew Grants).

10.2*+ -- 1997 Stock Option Plan.

10.3*+ -- Form of Indemnification Agreement bet ween the Company and
each of its Directors and Executive O fficers.

10.4*+ -- Amended and Restated Incentive Stock Option Letter
Agreement, effective October 24, 1994 , from the Company to
Sheldon J. Kaphan, as amended January 14, 1997.

10.5*+ -- Non-Qualified Stock Option Letter Agr eement, effective
December 6, 1995, from the Company to Tom A. Alberg.

10.6*+ -- Non-Qualified Stock Option Letter Agr eement, effective
December 6, 1995, from the Company to Tom A. Alberg.

10.7*+ -- Non-Qualified Stock Option Letter Agr eement, effective

December 20, 1996, from the Company t
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EXHIBIT

NUMBER DESCRIPTION

10.8*+ -- Incentive Stock Option Letter Agreeme nt, effective December
20, 1996, from the Company to Joy D. Covey.

10.9* -- Investor Rights Agreement, dated as o f June 21, 1996, by and
among the Company, Kleiner Perkins Ca ufield & Byers VIII,
KPCB Information Sciences Zaibatsu Fu nd Il and Jeffrey P.
Bezos.

10.10* -- Lease Agreement, dated July 1, 1996, as amended on December
21, 1996, January 9, 1997 and Februar y 27,1997, by and
between the Company and Trident Inves tments, Inc.

10.11* -- Lease Agreement, dated September 30, 1996, by and between
the Company and Pacific Northwest Gro up A.

10.12** -- Amendment No. 1 to Lease Agreement, d ated July 16, 1997, by
and between the Company and Pacific N orthwest Group A.

10.13** -- Amendment No. 2 to Lease Agreement, d ated September 11,
1997, by and between the Company and Pacific Northwest Group
A.

10.14* -- Sublease Agreement, dated February 19 , 1997, by and between
C.C. Filson Company and the Company.

10.15* -- Sublease Agreement, dated January 19, 1996, by and between
the Company and Coast Wide Supply Co.

10.16* -- Master Lease Agreement No. 6672336, d ated February 12, 1997,
by and between the Company and Digita | Financial Services, a
division of General Electric Capital Corporation.

10.17** -- Lease Agreement, dated August 22, 199 7, by and between the
Company and McConnell Development, In C.

10.18++ -- Credit Agreement, dated December 23, 1997, by and between
the Company, Deutsche Bank AG, New Yo rk Branch/Cayman
Islands Branch, Banque Paribas, BankB oston, N.A., Van Kampen
American Capital and Silicon Valley B ank, with Deutsche Bank
AG, New York Branch, as Administrativ e Agent.

10.19 -- Stock Purchase Warrant, Certificate N 0. 1, issued December
23, 1997 to Deutsche Bank AG, New Yor k Branch.

10.20*+ -- Subrogation Agreement dated as of Jun e 19, 1996, by and
between the Company and Jeffrey P. Be Z0s.

10.21 -- Lease Agreement, dated March 23, 1998 , by and between
Pacific NW Title Building, Inc. and t he Company.

23.1  -- Consent of Ernst & Young LLP, Indepen dent Auditors.

27.1  -- Financial Data Schedule.

+ Executive Compensation Plan or Agreement

++ Confidential Treatment Requested

* Incorporated by reference to the Company's Reggien Statement on Form S-1 (Registration No. 33395).

** Incorporated by reference to the Company's QargrtReport on Form 10-Q for the Quarterly Periowtleéd September 30, 1997.
(b) FORM 8-K:

On November 10, 1997, the Company filed a Formi@-8onnection with the Loan.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigsthas duly caused this Report to be
signed on its behalf by the undersigned, theredatp authorized.

AMAZON.COM, INC.
Date: March 30, 1998 B y: Is/ JEFFREY P. BEZOS
Jef frey P. Bezos, President
and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this Report has been signed bbipthe following persons on behalf of
the Registrant and in the capacities indicatecher80th day of March 1998.

/sl JEFFREY P. BEZOS President, Chief Executive Officer and
----- Chairman of the Board (Principal Executive
Jeffrey P. Bezos Officer)
/sl JOY D. COVEY Chief Financial Officer, Vice President of
----- Finance and Administration (Principal
Joy D. Covey Financial and Accounting Officer)
/s/ TOM A. ALBERG Director
Tom A. Alberg
/s/ SCOTT D. COOK Director

Scott D. Cook

/s/ L. JOHN DOERR Director

L. John Doerr

/s/ PATRICIA Q. STONESIFER Director

Patricia Q. Stonesifer



AMAZON.COM, INC.
SCHEDULE Il -- VALUATION AND QUALIFYING ACCOUNTS

ALLOWANCE FOR DOUBTFUL ACCOUNTS

CHARGED/
(CREDITED) COLLECTION OF
BALANCE AT TO COSTS ACCOUNTS ACCOUNTS BALANC
BEGINNING AND PREVIOUSLY  WRITTEN END
YEAR ENDED OF PERIOD EXPENSES  WRITTEN OFF OFF PERI
(IN THOUSANDS)
December 31, 1997..........cc........ $20 $203 $-- $(154) $69
December 31, 1996 -- 30 -- (10) 20

December 31, 1995

INVENTORY VALUATION ALLOWANCE

CHARGED/
(CREDITED)
BAL ANCE AT TO COSTS INVENTORY BALANCE
BEG INNING AND DISPOSED END OF
YEAR ENDED OF PERIOD EXPENSES OR WRITTEN OFF PERIOD
(IN THOUSANDS)
December 31, 1997.........cccoeveeuieeennnnn, $-- $800 $ - $800

December 31, 1996............cccovvevnvnnnns -- - -- -

December 31, 1995..........cccevvvviininnnnns -- - -- -
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NUMBER

3.2*
10.1*+

10.2*+

10.3*+

10.4*+

10.5%+

10.6*+

10.7*+

10.8*+

10.9*

10.10*

10.11*

10.12**

10.13**

10.14*

10.15*

10.16*

10.17**

10.18++

10.19

10.20*+

INDEX TO EXHIBITS

DESCRIPTION
-- Restated Certificate of Incorporatio
-- Bylaws of the Company.
-- Amended and Restated 1994 Stock Opti
December 20, 1996 for Amended and Re
version as of December 20, 1996 for
-- 1997 Stock Option Plan.
-- Form of Indemnification Agreement be
each of its Directors and Executive
-- Amended and Restated Incentive Stock
Agreement, effective October 24, 199
Sheldon J. Kaphan, as amended Januar
-- Non-Qualified Stock Option Letter Ag
December 6, 1995, from the Company t
-- Non-Qualified Stock Option Letter Ag
December 6, 1995, from the Company t
-- Non-Qualified Stock Option Letter Ag
December 20, 1996, from the Company
-- Incentive Stock Option Letter Agreem
20, 1996, from the Company to Joy D.
-- Investor Rights Agreement, dated as
among the Company, Kleiner Perkins C
KPCB Information Sciences Zaibatsu F
Bezos.
-- Lease Agreement, dated July 1, 1996,
21, 1996, January 9, 1997 and Februa
between the Company and Trident Inve
-- Lease Agreement, dated September 30,
the Company and Pacific Northwest Gr
-- Amendment No. 1 to Lease Agreement,
and between the Company and Pacific
-- Amendment No. 2 to Lease Agreement,
1997, by and between the Company and
A.
-- Sublease Agreement, dated February 1
C.C. Filson Company and the Company.
-- Sublease Agreement, dated January 19
the Company and Coast Wide Supply Co
-- Master Lease Agreement No. 6672336,
by and between the Company and Digit
division of General Electric Capital
-- Lease Agreement, dated August 22, 19
Company and McConnell Development, |
-- Credit Agreement, dated December 23,
the Company, Deutsche Bank AG, New Y
Islands Branch, Banque Paribas, Bank
American Capital and Silicon Valley
AG, New York Branch, as Administrati
-- Stock Purchase Warrant, Certificate
23, 1997 to Deutsche Bank AG, New Yo
-- Subrogation Agreement dated as of Ju
between the Company and Jeffrey P. B
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NUMBER DESCRIPTION

10.21  -- Lease Agreement, dated March 23, 199 8, by and between

Pacific NW Title Building, Inc. and the Company.
23.1 -- Consent of Ernst & Young LLP, Indepe ndent Auditors.
271 -- Financial Data Schedule.

+ Executive Compensation Plan or Agreement

++ Confidential Treatment Requested

* Incorporated by reference to the Company's Reggien Statement on Form S-1 (Registration No. 33395).

** Incorporated by reference to the Company's QarartReport on Form 10-Q for the Quarterly Periottléd September 30, 1997.
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EXHIBIT 10.18
Redacted Version
CREDIT AGREEMENT
AMONG
AMAZON.COM, INC.,
DEUTSCHE BANK AG, NEW YORK BRANCH
AS ADMINISTRATIVE AGENT,
AND
THE OTHER FINANCIAL INSTITUTIONS PARTY HERETO
ARRANGED BY
DEUTSCHE MORGAN GRENFELL, INC.
DATED AS OF DECEMBER 23, 1997

"[ *]" = omitted, confidential material, which metal has been separately filed with the Securaies Exchange Commission pursuant to a
request for confidential treatme
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CREDIT AGREEMENT

This CREDIT AGREEMENT is entered into as of Decem®®, 1997, among Amazon.com, Inc., a Delawarearatfon (the "Borrower"),
the several financial institutions from time to é@rparty to this Agreement (collectively, the "Lergfeindividually, a "Lender"), and Deutsc
Bank AG, New York Branch, as administrative agemtthe Lenders.

WHEREAS, the Lenders have agreed to make avaitalitee Borrower a secured term loan facility uplos terms and conditions set forth in
this Agreement;

NOW, THEREFORE, in consideration of the mutual agnents, provisions and covenants contained hehsirparties agree as follow

ARTICLE |
DEFINITIONS

1.1 CERTAIN DEFINED TERMS
The following terms have the following meanings:

"Acquisition" means any transaction or series tdtesl transactions for the purpose of or resultifigectly or indirectly, in (a) the acquisition
of all or substantially all of the assets of a Baror of any business or division of a Personti{b)formation or acquisition of all or any
portion of the capital stock, partnership interestembership interests or equity of any Persootlwerwise, resulting in a Joint Venture or
causing any Person to become a Subsidiary, orrf@rger or consolidation or any other combinatiatih \@nother Person (other than a Pel
that is a Subsidiary) provided that the Borrowethar Subsidiary is the surviving entity.

"Affiliate" means, as to any Person, any other &ershich, directly or indirectly, is in control a§ controlled by, or is under common coni
with, such Person. A Person shall be deemed toaartother Person if the controlling Person passgsdirectly or indirectly, the power to
direct or cause the direction of the managementatidies of the other Person, whether throughothieership of voting securities,
membership interests, by contract, or otherwise.

"Agent" means Deutsche Bank in its capacity as adhtnative agent for the Lenders hereunder, andsangessor administrative agent arising
under
Section 9.9.

"Agent-Related Persons" means Deutsche Bank anduatgssor agent arising under Section 9.9, togefitie their respective Affiliates
(including, in the



case of Deutsche Bank, the Arranger), and thearHfidirectors, employees, agents and attornefectrof such Persons and Affiliates.

"Agent's Payment Office" means the address for gaygsset forth on the signature page hereto itioalto the Agent, or such other address
as the Agent may from time to time specify.

"Agreement" means this Credit Agreement.
"Arranger" means Deutsche Morgan Grenfell, Inedaware corporation.
"Assignee" has the meaning specified in subsedi®8(a).

"Attorney Costs" means and includes all reasonfgigle and disbursements of any law firm or otheeraal counsel, the reasonable allocated
cost of internal legal services and all disbursemehinternal counsel.

"Bankruptcy Code" means the Federal Bankruptcy Refict of 1978 (11 U.S.C. Section 101, et seq.).
"Base Rate" means, for any day, the higher of:

(&) 0.50% per annum above the latest Federal ARatls and (b) the rate of interest in effect fartsday as publicly announced from time to
time by Deutsche Bank in New York, New York, as'isime lending rate." The "prime lending rate" Bin@aean the rate announced by
Deutsche Bank from time to time as its prime legdiate for secured commercial loans within the &thistates (but is not intended to be the
lowest rate of interest charged by Deutsche Bardoimection with extensions of credit to debtors.)

Any change in the prime rate announced by DeutBemk shall take effect at the opening of businesthe day specified in the public
announcement of such change.

"Base Rate Loan" means a Loan that bears inteassibon the Base Rate.

"Borrowing" means a borrowing hereunder consistihjoans of the same Type made to the Borrowehersame day by the Lenders under
Article 1l, and, other than in the case of BaseeRatans, having the same Interest Period.

"Business Day" means any day other than a SatuBiayjay or other day on which commercial banksewNork City are authorized or
required by law to close
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and, if the applicable Business Day relates toldB{R Rate Loan, means such a day on which dealinggarried on in the London
interbank market.

"Capital Adequacy Regulation" means any guidelirquest or directive of any central bank or othev&nmental Authority, or any other
law, rule or regulation, whether or not having tbece of law, in each case, regarding capital adegwf any bank or of any corporation
controlling a bank.

"Capital Expenditure Component” shall mean, witbpext to the fiscal years described below, the lafi&imit A and Limit B set forth
below:

FISCAL YEAR LIMIT A LIMIT B
[*]

in each case, where "Sales" means revenues on #®Asis for the relevant period as reported (teteeported) on annual financial
statements filed with the SEC or in connection wiighivery of financial information under Sectiorl tereof if such financial statements are
no longer filed by the Borrower with the SEC.

"Cash Equivalents" means (i) securities with mégsiof one year or less from the date of acqoisitssued or fully guaranteed or insured by
the United States Government or any agency thefiadertificates of deposit, eurodollar time dejis, overnight bank deposits, bankers'
acceptances and repurchase agreements of any Lamaiey other commercial bank whose unsecured feng-debt obligations are rated at
least A-1 by Standard & Poor's Ratings Service @rauwdivision of the McGraw Hill Companies, Inandaany successor thereto ("S&P") or
A3 by Moody's Investors Service, Inc. having matesi of one year or less from the date of acqoisjtand (iii) commercial paper rated at
least A-1 by S&P or P-1 by Moody's Investors Sezyiac., or carrying an equivalent rating by a owadilly recognized rating agency, if both
of the two named rating agencies cease publiskaitiggs of investments.

"CERCLA" has the meaning specified in the defimitmf "Environmental Laws."

"Change of Control" means the occurrence of thieviohg: (a) any single person or single entity ooup of persons acting in concert that is
not a significant shareholder of the Borrower athefdate of closing acquires 20% or more of the

[ * ] Confidential Treatment Requested



issued and outstanding stock of the Borrower ahth@aggregate percentage of the issued and ndistastock of the Borrower owned by
Jeffrey Bezos, his immediate family (which onlylumtes his spouse, his parents, his children, blgngis and his aunts and uncles) and their
heirs which are members of his immediate familysts and other entities established for and cdattdly Jeffrey Bezos and his immediate
family and funds controlled by Kleiner Perkins Gald & Byers is less than 40% in the aggregate.

"Closing Date" means the date on which all condgiprecedent set forth in Section 4.1 are satisfieglaived by all Lenders (or, in the case
of subsection 4.1(e), waived by the Person entita@ceive such payment).

"Code" means the Internal Revenue Code of 1986regudations promulgated thereunder.

"Collateral" means all property and interests iogarty and proceeds thereof now owned or hereadguired by the Borrower and its
Subsidiaries in or upon which a Lien now or heeradixists in favor of the Lenders, or the Agenbehalf of the Lenders, whether under this
Agreement or under any other documents executeshipysuch Person and delivered to the Agent or émalérs.

"Collateral Documents" means, collectively, (i) thecurity Agreement, and all other security agregmenortgages, deeds of trust, patent
and trademark assignments, lease assignmentsnigesand other similar agreements between th@Berror any Subsidiary and the
Lenders or the Agents for the benefit of the Leaderw or hereafter delivered to the Lenders otipent pursuant to or in connection with
the transactions contemplated hereby, and all fimgnstatements (or comparable documents now elfter filed in accordance with the
Uniform Commercial Code or comparable law) agatihetBorrower or any Subsidiary as debtor in favidhe Lenders or the Agent for the
benefit of the Lenders as secured party, andr{jj)anendments, supplements, modifications, renewgtacements, consolidations,
substitutions and extensions of any of the foregjoin

"Commitment" means seventy-five million dollars $$300,000).
"Commitment Letter" means that certain letter date@f November 7, 1997, among the Arranger, thenfgnd the Borrower.
"Compliance Certificate" means a certificate sufiiidly in the form of Exhibit B.
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"Contingent Obligation" means, as to any Persop,darect or indirect liability of that Person, whet or not contingent, with or without
recourse,

(a) with respect to any Indebtedness, lease, diddeetter of credit or other obligation (the "peny obligations") of another Person (the
"primary obligor"), including any obligation of thRerson (i) to purchase, repurchase or othervageige such primary obligations or any
security therefor, (ii) to advance or provide furidisthe payment or discharge of any such primdigation, or to maintain working capital
or equity capital of the primary obligor or othes@ito maintain the net worth or solvency or annhet sheet item, level of income or
financial condition of the primary obligor, (iiiptpurchase property, securities or services prigngor the purpose of assuring the owner of
any such primary obligation of the ability of thempary obligor to make payment of such primary géation, or (iv) otherwise to assure or
hold harmless the holder of any such primary otiligeagainst loss in respect thereof (each, a "@ugrObligation™); (b) with respect to any
Surety Instrument issued for the account of thasdteor as to which that Person is otherwise lisdiieeimbursement of drawings or
payments; (c) to purchase any materials, suppliesher property from, or to obtain the servicesamfother Person if the relevant contract or
other related document or obligation requires gagtment for such materials, supplies or other ptgper for such services, shall be made
regardless of whether delivery of such materialppses or other property is ever made or tendeseduch services are ever performed or
tendered, or (d) in respect of any Swap Contraee. dmount of any Contingent Obligation shall, ia tase of Guaranty Obligations, be
deemed equal to the stated or determinable amdtin @rimary obligation in respect of which sucha@anty Obligation is made or, if not
stated or if indeterminable, the maximum reasonabtjcipated liability in respect thereof, and e ttase of other Contingent Obligations,
shall be equal to the maximum reasonably anticipbaility in respect thereof.

"Contractual Obligation" means, as to any Persop,povision of any security issued by such Peimoof any agreement, undertaking,
contract, indenture, mortgage, deed of trust oeritistrument, document or agreement to which Serlson is a party or by which it or any
its property is bound.

"Conversion/Continuation Date" means any date oithylunder Section 2.4, the Borrower (a) convedars of one Type to another Type
(b) continues as Loans of the same Type, but withva Interest Period, Loans having Interest Perégéring on such date.

"Debt Consideration" means, with respect to anyulgitjon or Investment, the aggregate amount, witttuplication, of all Indebtedness &
Contingent Obligations which would appear on ahedssheet of the Person subject to such
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Acquisition or Investment immediately after giviaffect to such Acquisition or Investment to theesttsuch Indebtedness or Contingent
Obligation is a recourse obligation of the Persakimg such Investment or consummating such Acdaoisit

"Default” means any event or circumstance whiclhwie giving of notice, the lapse of time, or hattould (if not cured or otherwise
remedied during such time) constitute an EventefabIt.

"Deutsche Bank" means Deutsche Bank AG, New YodnBh, the New York Branch of Deutsche Bank AG, anfa@m banking corporation.

"Disposition" means (i) the sale, lease, conveyamagther disposition of property, other than salesther dispositions expressly permitted
under subsection 7.2(a) or 7.2(b), and (ii) the saltransfer by the Borrower or any Subsidiaryhef Borrower of any equity securities issued
by any Subsidiary of the Borrower and held by stahsferor Person.

"Dollars," "dollars" and "$" each mean lawful mongfthe United States.

"EBITDA" means, with respect to the Borrower arslSubsidiaries for any applicable period, Net Inedor such period, plus, to the extent
deducted in determining Net Income for such peribd,aggregate amount of (i) Interest Expensefg(gral, state, local, foreign income and
business and occupation taxes and up to $150,0D@lafvare franchise taxes per fiscal year paichiyBorrower and (iii) depletion,
depreciation and amortization of tangible and igthle assets (including, without limitation, amediion of unearned compensation in res
of stock options to the extent reported in accocdamith GAAP in the Borrower's consolidated statets®f cash flows).

"Eligible Assignee" means (i) a commercial bankamiged under the laws of the United States, orstéag thereof, and having a combined
capital and surplus of at least $100,000,000a(@pmmercial bank organized under the laws of @hgraountry which is a member of the
Organization for Economic Cooperation and Developinfihe "OECD"), or a political subdivision of asych country, and having a
combined capital and surplus of at least $100,@@),provided that such bank is acting through adhiaor agency located in the country in
which it is organized or another country whichlsoaa member of the OECD,; (iii) a Person that imprily engaged in the business of
commercial banking and that is (A) a Subsidiara dfender, (B) a Subsidiary of a Person of whicteader is a Subsidiary, or (C) a Perso
which a Lender is a Subsidiary; or (iv) a finanocenpany, insurance company, other financial institubr fund, reasonably acceptable to the
Agent, which has a combined capital and surplexiess of
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$100,000,000, which is regularly engaged in makigchasing or investing in loans of the type psgzbto be assigned to such assignee;
provided, however, that no Eligible Assignee shallan Affiliate or competitor of the Borrower, or Affiliate of such competitor.

"Environmental Claims" means all claims, howeveseated, by any Governmental Authority or other Beralleging potential liability or
responsibility for violation of any Environmentahw, or for release or injury to the environmenttoeat to public health, personal injury
(including sickness, disease or death), propentyadge, natural resources damage, or otherwise radjéigibility or responsibility for damages
(punitive or otherwise), cleanup, removal, remedialesponse costs, restitution, civil or crimipahalties, injunctive relief, or other type of
relief, resulting from or based upon the presepltasement, discharge, emission or release (induiditentional and unintentional, negligent
and non-negligent, sudden or non-sudden, accidentadn-accidental, placement, spills, leaks, disgbs, emissions or releases) of any
Hazardous Material at, in, or from property usedh®/Borrower, whether or not owned by the Borrower

"Environmental Laws" means all federal, state caldaws, statutes, common law duties, rules, ed@ns, ordinances and codes, together
with all administrative orders, directed dutiegjuests, licenses, authorizations and permits af agneements with, any Governmental
Authorities, in each case relating to environmertadlth, safety and land use matters; includieg@bmprehensive Environmental Response,
Compensation and Liability Act of 1980 ("CERCLAthe Clean Air Act, the Federal Water Pollution GohAct of 1972, the Solid Waste
Disposal Act, the Federal Resource ConservatiorRaubvery Act, the Toxic Substances Control Act] e Emergency Planning and
Community Right-to-Know Act.

"Equity Consideration" shall mean, in connectiothvan Acquisition or Investment, the value (deteri as of the date of such Acquisition
or Investment) of all common equity of the Borrowsed as consideration in making such Acquisitiomeestment.

"ERISA" means the Employee Retirement Income Sgcgt of 1974, and regulations promulgated thedsun

"ERISA Affiliate" means any trade or business (Wiegtor not incorporated) under common control i Borrower within the meaning of
Section 414(b) or (c) of the Code (and, solelydorposes of provisions herein relating to Sectibd df the Code, Sections 414(m) and (o) of
the Code).
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"ERISA Event" means (a) a Reportable Event witlpeesto a Pension Plan; (b) a withdrawal by ther®@@er or any ERISA Affiliate from a
Pension Plan subject to Section 4063 of ERISA duaiplan year in which it was a substantial empi@gie defined in Section 4001(a)(2) of
ERISA) or a cessation of operations which is tré@® such a withdrawal under Section 4062(e) of32R(c) a complete or partial
withdrawal by the Borrower or any ERISA Affiliateoin a Multiemployer Plan or natification that a Memployer Plan is in reorganization;
(d) the filing of a notice of intent to terminathe treatment of a Plan amendment as a terminatidar Section 4041 or 4041A of ERISA, or
the commencement of proceedings by the PBGC tarnatma Pension Plan or Multiemployer Plan; (eg@aent or condition which might
reasonably be expected to constitute grounds ubeetion 4042 of ERISA for the termination of, oe tippointment of a trustee to adminis
any Pension Plan or Multiemployer Plan; or (f) ilmposition of any liability under Title IV of ERISpother than PBGC premiums due but
delinquent under Section 4007 of ERISA, upon the®eer or any ERISA Affiliate.

"Eurodollar Reserve Percentage" has the meanirgfigakin the definition of "LIBOR Rate."

"Event of Default" means any of the events or cinstances specified in
Section 8.1.

"Event of Loss" means, with respect to any propety of the following: (a) any loss, destructiardamage of such property; (b) any
pending or threatened institution of any proceesliiog the condemnation or seizure of such proparfpr the exercise of any right of
eminent domain; or (c) any actual condemnatiorzuseior taking, by exercise of the power of emircehain or otherwise, of such property,
or confiscation of such property or the requisitidrihe use of such property.

"Exchange Act" means the Securities and Exchang@fAr934, and regulations promulgated thereunder.

"Federal Funds Rate" means, for any day, the etfogh in the weekly statistical release desigdats H.15(519), or any successor
publication, published by the Federal Reserve B#rkew York (including any such successor, "H.1®(B1on the preceding Business Day
opposite the caption "Federal Funds (Effective);'ifdor any relevant day such rate is not so mitdd on any such preceding Business Day,
the rate for such day will be the arithmetic mesametermined by the Agent of the rates for thetlasisaction in overnight Federal funds
arranged prior to 9:00 a.m. (New York City time)that day by each of three leading brokers of Fedands transactions in New York City
selected by the Agent.
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"FRB" means the Board of Governors of the FedeesdRve System, and any Governmental Authority fding to any of its principal
functions.

"GAAP" means generally accepted accounting priesiglet forth from time to time in the opinions andnouncements of the Accounting
Principles Board and the American Institute of @ied Public Accountants and statements and prooennents of the Financial Accounting
Standards Board (or agencies with similar functioihsomparable stature and authority within the.lh&ounting profession), which are
applicable to the circumstances as of the datet&rthination.

"Governmental Authority" means any nation or goveent, any state or other political subdivision &wdy any central bank (or similar
monetary or regulatory authority) thereof, any tyreixercising executive, legislative, judicial, tégtory or administrative functions of or
pertaining to government, and any corporation beoentity owned or controlled, through stock quitad ownership or otherwise, by any of
the foregoing.

"Guaranty Obligation" has the meaning specifiethmdefinition of "Contingent Obligation."

"Hazardous Materials" means all those substan@satk regulated by, or which may form the basigbility under, any Environmental
Law, including all substances identified under &myironmental Law as a pollutant, contaminant, hdaas waste, hazardous constituent,
special waste, hazardous substance, hazardousahaietoxic substance, or petroleum or petrolalerived substance or waste.

"Indebtedness" of any Person means, without dufica(a) all indebtedness for borrowed money;albbbligations issued, undertaken or
assumed as the deferred purchase price of propesgrvices (other than trade payables enteredrirttee ordinary course of business on
terms of not more than 180 days); (c) all non-cagent reimbursement or payment obligations witpeesto Surety Instruments; (d) all
obligations evidenced by notes, bonds, debenturssnilar instruments, including obligations sodamced incurred in connection with the
acquisition of property, assets or businessegl(@debtedness created or arising under any tiondi sale or other title retention agreem

or incurred as financing, in either case with respe property acquired by the Person (even thahghights and remedies of the seller or
bank under such agreement in the event of defeailiraited to repossession or sale of such propefflyall obligations with respect to capi
leases; (g) all net obligations with respect to S@antracts; (h) all indebtedness referred to &usés (a) through (g) above secured by (or for
which the holder of such Indebtedness has an egisitjht, contingent or otherwise, to be securedany
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Lien upon or in property (including accounts andtcacts rights) owned by such Person, even though Berson has not assumed or become
liable for the payment of such Indebtedness; anall(iGuaranty Obligations in respect of indebtestner obligations of others of the kinds
referred to in clauses (a) through (g) above.

"Indemnified Liabilities" has the meaning specifiedSection 10.5.
"Indemnified Person" has the meaning specifieddati®n 10.5.
"Independent Auditor" has the meaning specifiesliibsection 6.1(a).

"Insolvency Proceeding" means (a) any case, actigmoceeding before any court or other Governmeénithority relating to bankruptcy,
reorganization, insolvency, liquidation, receivepstdissolution, winding-up or relief of debtors, (@) any general assignment for the benefit
of creditors, composition, marshalling of assetscfeditors, or other, similar arrangement in resjpé its creditors generally or any
substantial portion of its creditors; undertakedemU.S. Federal, state or foreign law, includimg Bankruptcy Code.

"Interest Expense" means, for any applicable petloalaggregate consolidated interest expense ¢astihand non-cash and determined
without regard to original issue discount) of ther®wer and its Subsidiaries for such period, dsrd@ned in accordance with GAAP,
including, to the extent allocable to interest engmin accordance with GAAP, (i) all other feesdpai owed with respect to the issuance or
maintenance of Contingent Obligations (includintieles of credit of the Borrower and its Subsidig)j€ii) net costs or benefits under Swap
Contracts of the Borrower and its Subsidiaries and

(iii) the portion of any payments made in respdalaigations in respect of capitalized leaseshef Borrower and its Subsidiaries allocable to
interest expense.

"Interest Margin" means
(i) with respect to Base Rate Loans, 1.50%; and
(i) with respect to LIBOR Rate Loans, 3.50%;

provided that in each instance the Interest Masbaill increase by 0.50% following the sixth montimigersary of the disbursement of Loans
hereunder.

"Interest Payment Date" means, as to any Loan dtlaera Base Rate Loan, the last day of each BitBexiod applicable to such Loan anc
to any Base Rate Loan, the last Business Day d&f ealendar quarter and each date such Loan is dexviato another Type of Loan;
provided, however, that if any Interest Period
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for a LIBOR Rate Loan exceeds three months, the tttatt falls three months after the beginning ehdinterest Period and after each Interest
Payment Date thereafter is also an Interest PayDtet

"Interest Period" means, as to any LIBOR Rate Ltlamperiod commencing on the Conversion/Contionaflate on which the Loan is
converted into or continued as a LIBOR Rate Loaw, @nding on the date one, two, three or six mothieafter as selected by the Borrower
in its Notice of Conversion/Continuation;

provided that:

(i) if any Interest Period would otherwise end otiag that is not a Business Day, that Interestodeshall be extended to the following
Business Day unless, in the case of a LIBOR Ra#Lthe result of such extension would be to camgh Interest Period into another
calendar month, in which event such Interest Pesf@l end on the preceding Business Day;

(i) any Interest Period pertaining to a LIBOR Rht&n that begins on the last Business Day of @encir month (or on a day for which there
is no numerically corresponding day in the calendanth at the end of such Interest Period) shala@nthe last Business Day of the caler
month at the end of such Interest Period; and

(iii) no Interest Period shall extend beyond thetividy Date.

"Investment" means any investment, ownership oilairmterest in any Person, whether by means afespurchase, capital, equity or sim
contribution, including, without limitation, any Aaisition, and "Investment" shall include any laaradvance (including any Contingent
Liability with respect thereto), time deposit ohetwise (excluding commission, travel and simildvances to officers and employees ma
the ordinary course of business and excluding tradeivables owing to the Borrower or its Subsid&in the ordinary course of business
on terms no less favorable to the Borrower an8itssidiaries than would be obtained in an armstletrgnsaction with Persons which are
not Affiliates of the Borrower). The original amdwf any Investment shall be the original principakapital amount thereof and shall, if
made by the transfer or exchange or property dhi@r cash, be deemed to have been made in anadfgincipal or capital amount equal to
the fair market value of such property.

"IRS" means the Internal Revenue Service, and anefimental Authority succeeding to any of its pipal functions under the Code.
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"Joint Venture" means a corporation, partnersiipitéd liability company, joint venture or othenslar legal arrangement (whether created
by contract or conducted through a separate lagayenow or hereafter formed by the Borrower ay ®f its Subsidiaries with one or more
other Persons in order to conduct a common vemtueaterprise with such Person.

"Lender" has the meaning specified in the introdnctlause hereto.

"Lending Office" means, as to any Lender, the effic offices of such Lender specified as its "LagdDffice" or "Domestic Lending Office"
or "LIBOR Lending Office," as the case may be, @h&lule 10.2, or such other office or offices @&sltnder may from time to time notify
the Borrower and the Agent.

"LIBOR Rate" means, for any Interest Period, wigkpect to LIBOR Rate Loans comprising part of #ae Borrowing, the rate of interest
per annum (rounded upward to the next 1/16th of dét@rmined by the Agent as follows:

LIBOR Rate = LIBOR

1.00 - Eurodollar Reserve Percentage
Where,

"Eurodollar Reserve Percentage" means for any alagirfy Interest Period the maximum reserve pergenfaxpressed as a decimal, rounded
upward to the next 1/100th of 1%) in effect on sdak (whether or not applicable to any Lender) umdgulations issued from time to time
by the FRB for determining the maximum reserve ir@gient (including any emergency, supplementaltbeiomarginal reserve requireme
with respect to Eurocurrency funding (currentlyere¢d to as "Eurocurrency liabilities"); and

"LIBOR" means the rate of interest per annum deiteechby the Agent as the rate of interest at whlighar deposits in the approximate
amount of the amount of the Loan to be made orimoetl as, or converted into, a LIBOR Rate Loanfandhe relevant Interest Period
therefor as quoted on the Telerate Page 3750 {eedéierein) as of 11:00 a.m. (London time) ondhg two (2) Business Days before the
commencement of such Interest Period. If TelerageB750 is not available, such rate of interesil ble that quoted by the Reference Bank
and having a maturity comparable to such InteresbB as would be offered to major banks in thedaminterbank market at their request at
approximately 11:00 a.m. (London time) two BusinBsys prior to the commencement of such Interesoe
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The LIBOR Rate shall be adjusted automaticallyoaslltLIBOR Rate Loans then outstanding as of fifrective date of any change in the
Eurodollar Reserve Percentage.

"LIBOR Rate Loan" means a Loan that bears intdsased on the LIBOR Rate.

“Lien" means any security interest, mortgage, deddist, pledge, hypothecation, assignment fousgcpurposes, charge, encumbrance,
(statutory or other) of any kind or nature whatsyam respect of any property (including those @@y, arising under or evidenced by any
conditional sale or other title retention agreemthd interest of a lessor under a capital leasgfinancing lease having substantially the
same economic effect as any of the foregoing, ®fiting of any financing statement naming the omoithe asset to which such lien relates
as debtor, under the Uniform Commercial Code oramygparable law) and any contingent or other ages¢no provide any of the foregoir
but not including the interest of a lessor undeoperating lease.

"Loan" means an extension of credit by a LendehéoBorrower under Article I, and may be a Bas¢éeR@an or a LIBOR Rate Loan (each,
a "Type" of Loan).

"Loan Documents" means this Agreement, any Noltes\Warrants, the Collateral Documents, the Comnritrhetter and all other docume
delivered to the Agent or any Lender in connectierewith.

"Margin Stock" means "margin stock” as such termeined in Regulation G, T, U or X of the FRB.

"Material Adverse Effect" means (a) a material adgechange in, or a material adverse effect up@ngperations, business, properties,
condition (financial or otherwise) or prospectstof Borrower or the Borrower and its Subsidiarseeh as a whole; (b) a material impairn

of the ability of the Borrower or any Subsidiaryperform under any Loan Document and to avoid argnEof Default; or (c) a material
adverse effect upon (i) the legality, validity, ing effect or enforceability against the Borrowerany Subsidiary of any Loan Document, or
(i) the perfection or priority of any Lien grantedder any of the Collateral Documents; providedetiect described in the preceding clauses
(@), (b), and (c) shall constitute a "Material AcseeEffect" only if it could reasonably be expedednaterially impair the ability or legally
enforceable obligation of the Borrower or any Sdiasy to perform its obligations under the Loan Dments or otherwise deprive the
Lenders or any one of them of the practical retibrneof the principal benefits intended thereby.
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"Material Subsidiary" means, at any time, any Sdibsy which has not been designated by the Borr@asex "Non-Material Subsidiary"
pursuant to
Section 7.16.

"Maturity Date" means the earlier of (i) Decemb8r 2000 and (ii) the date the Obligations are areétd pursuant to Section 8.2 hereof.

"Minimum Cash Balance" shall mean the sum of (a)dtiference of (i)
[ *]1 less (ii) cash interest payments that halready been paid hereunder in respect of the Lpluss(b) the positive difference, if any, of
the aggregate of all Special Investments aftedttie hereof less (ii) the aggregate of all Spéniastment Returns after the date hereof.

"Multiemployer Plan" means a "multiemployer plawjthin the meaning of
Section 4001(a)(3) of ERISA, to which the Borroweany ERISA Affiliate makes, is making, or is aa#ited to make contributions or, dur
the preceding three calendar years, has madegardigigated to make, contributions.

“Net Income" means, for any applicable period,dbgregate of all amounts which, in accordance GWAP, would be included as net
income (or net loss (including any extraordinargskes)) on a consolidated statement of income dBt¢ieower and its Subsidiaries for such
period; provided, however, that "Net Income” sleaitlude (i) the effect of any extraordinary or athen-recurring non-cash gain outside the
ordinary course of business and (ii) any writequghie value of any asset (to the extent such wiitexceeds any write-down taken in
connection with the same transaction or event whate rise to such write-up).

"Net Issuance Proceeds" means, as to any issuédebdtofor borrowed money or equity by any Pergash and Cash Equivalent proceeds
and instruments received or receivable by suchoRarsconnection therewith, net of reasonable digexket costs and expenses paid or
incurred in connection therewith in favor of any$ta not an Affiliate of such Person, such costsepenses not to exceed 5% of the gross
proceeds of such issuance.

"Net Proceeds" means, as to any Disposition byredPe proceeds in cash, checks or other Cash Hguoifnancial instruments as and when
received by such Person, net of: (a) the diredsa@tating to such Disposition excluding amourgggble to such Person or any Affiliate of
such Person, (b) sale, use or other

[ * ] Confidential Treatment Requested
1 To be increased by the percentage that facdity excess of $75 million.
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transaction taxes (including capital gains taxesjl pr payable by such Person as a direct resriedi, and (c) amounts required to be apy

to repay principal, interest and prepayment prersiamd penalties on Indebtedness secured by a higmecasset which is the subject of such
Disposition to the extent such Lien is permitteceli@der. "Net Proceeds" shall also include proceadson account of any Event of Loss,
net of (i) all money actually applied to repaimreconstruct the damaged property or property afteby the condemnation or taking, (ii) all
the costs and expenses reasonably incurred in cbonevith the collection of such proceeds, awardther payments, and (iii) any amounts
retained by or paid to parties having superiortsgh such proceeds, awards or other payments.

"Non-Material Subsidiary" means any Subsidiary vahi& designated as such by the Borrower pursugsettion 7.16.

"Note" means a promissory note executed by theddaer in favor of a Lender pursuant to subsecti@{l®}, in substantially the form of
Exhibit E.

"Notice of Conversion/Continuation" means a notiteubstantially the form of Exhibit A.

"Obligations" means all advances, debts, liabgitigbligations, covenants and duties arising uadgr.oan Document owing by the Borro\
to any Lender, the Agent, or any Indemnified Persdrether direct or indirect (including those acqdiby assignment), absolute or
contingent, due or to become due, now existingeoedfter arising.

"Organization Documents" means, for any corporatibe certificate or articles of incorporation, thdaws, any certificate of determination
or instrument relating to the rights of preferré@dreholders of such corporation, any shareholdétsiagreement, and all applicable
resolutions of the board of directors (or any cottemnithereof) of such corporation pertaining toltban Documents.

"Other Taxes" means any present or future stangmonmentary taxes or any other excise or propaxgg, charges or similar levies which
arise from any payment made hereunder or fromxbewion, delivery or registration of, or otherwigith respect to, this Agreement or any
other Loan Documents.

"Participant” has the meaning specified in subsecti0.8(d).

"PBGC" means the Pension Benefit Guaranty Corpmratir any Governmental Authority succeeding to afnigs principal functions under
ERISA.
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"Pension Plan" means a pension plan (as defin&dation 3(2) of ERISA) subject to Title IV of ERIS#hich the Borrower sponsors,
maintains, or to which it makes, is making, orlidigated to make contributions, or in the case wfutiple employer plan (as described in
Section 4064(a) of ERISA) has made contributiorengttime during the immediately preceding five gfan years.

"Permitted Liens" has the meaning specified in i8act.1.

"Person" means an individual, partnership, corpomatimited liability company, business trust,fjostock company, trust, unincorporated
association, joint venture or Governmental Authporit

"Plan" means an employee benefit plan (as defin&kction 3(3) of ERISA) which the Borrower sporssor maintains or to which the
Borrower makes, is making, or is obligated to medetributions and includes any Pension Plan.

"Pro Rata Share" means, as to any Lender at amy the percentage equivalent (expressed as a deoimaded to the ninth decimal place
such time of such Lender's Commitment divided lgydbmbined Commitments of all Lenders.

"Reference Bank" means Deutsche Bank.

"Reportable Event" means, any of the events s#t forSection 4043(c) of ERISA or the regulationsreunder, other than any such event for
which the 30-day notice requirement under ERISAlieEen waived by statute, regulation or otherwise.

"Required Cash Balance" shall mean the lesse) pf (i and (ii) the Minimum Cash Balance.

"Required Lenders" means at any time at least tamdiers then holding at least 51% of the then agdeagnpaid principal amount of the
Loans, or, if no such principal amount is then @utding, at least two Lenders then having Pro Batres equal to at least 51% of the
Commitments.

"Requirement of Law" means, as to any Person, any($tatutory or common), treaty, rule or regulatio determination of an arbitrator or of
a Governmental Authority, in each case applicablertbinding upon the Person or any of its propertio which the Person or any of its
property is subject.

[ * ] Confidential Treatment Requested
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"Responsible Officer" means the chief executivéceffor the president of the Borrower, or any otbificer having substantially the same
authority and responsibility; or, with respect tampliance with financial covenants, the chief fioi@h officer or the treasurer of the Borrow
or any other officer having substantially the sauathority and responsibility.

"Restricted Person" shall mean any Person (a) wiishnot executed a guaranty as described in &e&tld(d), (b) which has not executed a
security agreement as described in Section 6.3té&diting a perfected first priority security intetrésubject only to Permitted Liens other t
those described in

Section 7.1(i)) in substantially all of the progeof such Person (including, without limitation| alaterial property of such Person) in favor of
the Agent for the benefit of the Lenders, or (& shock or other equity interests of which, todeent owned, directly or indirectly, by the
Borrower and its Affiliates, has not been pledgedhe Agent for the benefit of the Lenders purstara pledge agreement as described in
Section 6.14(d) which pledge agreement grantsvarfaf the Agent a perfected first priority pledagreement (subject only to Permitted
Liens other than those described in Section 7,ifi)@ach case of clauses (a), (b) and (c) ofdefmition, whether or not such Person is a
Subsidiary of the Borrower.

"SEC" means the Securities and Exchange Commissiany Governmental Authority succeeding to anigoprincipal functions.

"Special Investment” shall mean, without duplicatieach of the following: (a) Investments in Restdl Persons (excluding Investments to
the extent made by the Borrower using Equity Caarsition and including any Debt Consideration irpees thereof) and, (b) Investments
consisting of the assumption or incurrence of Ineeébess by the Borrower, or any Subsidiary whiatoisRestricted Person, permitted under
Section 7.5(h).

"Special Investment Return” shall mean, withoutliagtion, each of the following: (a) the amountadifproceeds, dividends, or distributions
(in each case to the extent consisting of cashCasth Equivalents) received by the Borrower, or @nsidiary which is not a Restricted
Person, in respect of a Special Investment madaéBorrower or such Subsidiary, as the case magrizbapplied, to extent required
pursuant thereto in accordance with Section 2.6litmited in the aggregate to the extent of thgiodl amount of such Special Investment
the amount of any Special Investment (if of thestg@escribed in clause (a) of the definition therémthe extent the Person in which such
Special Investment was made ceases to be a RedtRerson and (c) the amount of any Special Invasteonsisting of a Contingent
Obligation permitted under Section 7.8(e) to thieeikthe underlying obligation is satisfied, notthg Borrower, but by the primary obligor
thereof, or
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another Person which is not the Borrower or anliafé of the Borrower. For purposes of clause ftthis definition, the amount of a Special
Investment shall be deemed reduced from the otigimaunt thereof by all proceeds, dividends anttiistions received by the Borrower as
described in clause (a) of this definition.

"Solvent" means, as to any Person at any time(#)ahe fair value of the property of such Persogreater than the amount of such Person's
liabilities (including disputed, contingent and iguiidated liabilities) as such value is establishad liabilities evaluated for purposes of
Section 101(31) of the Bankruptcy Code and, indlternative, for purposes of the New York Uniforma&dulent Transfer Act; (b) the pres

fair saleable value of the property of such Peisamot less than the amount that will be requiteday the probable liability of such Persor

its debts as they become absolute and maturedyét) Person is able to realize upon its propentypay its debts and other liabilities
(including disputed, contingent and unliquidatexdbiiities) as they mature in the normal courseusiihess; (d) such Person does not intend to
and does not believe that it will, incur debtsiabilities beyond such Person's ability to paywshsdebts and liabilities mature; and (e) such
Person is not engaged in business or a transaetiohis not about to engage in business or a twdoeafor which such Person's property
would constitute unreasonably small capital.

"Subordinated Debt" shall mean Indebtedness oBtiteower which is subordinated to the Obligatiohshe Borrower and the Subsidiaries
hereunder in right of payment, exercise of remedidsoth, on terms and conditions reasonably aabépto the Agent and the Required
Lenders.

"Subsidiary" of a Person means any corporationcason, partnership, limited liability companyjiib venture or other business entity of
which more than 50% of the voting stock membersftigrests or other equity interests (in the caseesbons other than corporations), is
owned or controlled directly or indirectly by themBon, or one or more of the Subsidiaries of thed®e or a combination thereof. Unless the
context otherwise clearly requires, referencesihaocea "Subsidiary"” refer to a Subsidiary of theriwer.

"Surety Instruments" means all letters of creditifiding standby and commercial), banker's accepgrbank guaranties, shipside bonds,
surety bonds and similar instruments.

"Swap Contract" means any agreement (includingraaster agreement and any agreement, whether ar woiting, relating to any single
transaction) that is an interest rate swap agregrbasis swap, forward rate agreement, commodigpswommodity option, equity or equity
index swap or option, bond option, interest rate
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option, forward foreign exchange agreement, rape callar or floor agreement, currency swap agregngeoss-currency rate swap
agreement, swaption, currency option or any otiarilar agreement (including any option to entéo iany of the foregoing).

"Taxes" means any and all present or future tdeeigs, imposts, deductions, charges or withholslimgnd all liabilities with respect thereto,
excluding, in the case of each Lender and the Agerch taxes (including income taxes or franchaged) as are imposed on or measured by
each Lender's net income by the jurisdiction (or jpaolitical subdivision thereof) under the lawswdiich such Lender or the Agent, as the
case may be, is organized or maintains a lendifigeof

"Telerate Page 3750" means the display designat&dage 3750" on the Telerate Service (or othen page as may replace Page 3750 on
that service or such other service as may be ndedrizy the British Bankers' Association as thermfation vendor for the purpose of
displaying British Bankers' Association Interesttf@enent Rates for U.S. Dollar deposits).

"Type" has the meaning specified in the definitbdriLoan."
"UCC" means the Uniform Commercial Code as in dffietche State of New York.

"Unfunded Pension Liability" means the excess Bfan's benefit liabilities under Section 4001(a)(@BERISA, over the current value of tl
Pension Plan's assets, determined in accordanieghgitassumptions used for funding the Pension [Rlesuant to Section 412 of the Code
for the applicable plan year.

"United States" and "U.S." each means the UniteteStof America.

"Warrants" shall mean, the warrants for Common I§t$6.01 par value, of the Borrower, substantiallyhe form of Exhibit F, to be
delivered to Agent for the benefit of the Lenderpioportion to their respective Pro Rata Sharethree series, for 75,000 shares, 225,000
shares and 450,000 shares, respectively.

"Wholly-Owned Subsidiary" means any corporation in whighébthan directors' qualifying shares requireddwy) 100% of the capital sto
of each class having ordinary voting power, and®A@d the capital stock of every other class, inhecase, at the time as of which any
determination is being made, is owned, beneficiafig of record, by the Borrower, or by one or mafrthe other Wholly-Owned
Subsidiaries, or both.
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1.2 OTHER INTERPRETIVE PROVISIONS
(a) The meanings of defined terms are equally aable to the singular and plural forms of the dediterms.

(b) The words "hereof," "herein," "hereunder" aimdigr words refer to this Agreement as a whole aatito any particular provision of this
Agreement; and subsection, Section, Schedule ahibiExeferences are to this Agreement unless waitiserspecified.

(c) (i) The term "documents" includes any andmtiuments, documents, agreements, certificatdeptares, notices and other writings,
however evidenced.

(i) The term "including” is not limiting and meatiscluding without limitation."

(iii) In the computation of periods of time frormspecified date to a later specified date, the Wiinin" means "from and including”; the
words "to" and "until" each mean "to but excludinand the word "through" means "to and including.”

(iv) The term "property" includes any kind of profyeor asset, real, personal or mixed, tangiblentangible.

(d) Unless otherwise expressly provided hereirref@rences to agreements (including this Agreejramt other contractual instruments shall
be deemed to include all subsequent amendmentsthadmodifications thereto, but only to the extsinth amendments and other
modifications are not prohibited by the terms of &nan Document, and (ii) references to any statutegulation are to be construed as
including all statutory and regulatory provisiomsolidating, amending, replacing, supplementingptarpreting the statute or regulation.

(e) The captions and headings of this Agreemenfoaireonvenience of reference only and shall nfacfthe interpretation of this Agreeme

(f) This Agreement and other Loan Documents mayseseral different limitations, tests or measuretmémregulate the same or similar
matters. All such limitations, tests and measurdgmare cumulative and shall each be performedéordance with their terms.

(9) This Agreement and the other Loan Documentshereesult of negotiations among and have bedrwed by counsel to the Agent, the
Borrower
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and the other parties, and are the products platies. Accordingly, they shall not be construgdiast the Lenders or the Agent merely
because of the Agent's or Lenders' involvementtéir preparation.

(h) Each reference hereunder to Subsidiaries éctfe at such time and to the extent that the®weer has existing Subsidiaries (as defined
herein).

1.3 ACCOUNTING PRINCIPLES

(a) Unless the context otherwise clearly requiaisaccounting terms not expressly defined herbail e construed, and all financial
computations required under this Agreement shathhde, in accordance with GAAP, consistently applie

(b) References herein to "fiscal year" and "fispadrter” refer to such fiscal periods of the Boreow

(c) In the event that GAAP changes during the teftinis Agreement such that the covenants contamé&ection 7.14 would then be
calculated in a different manner or with differenimponents or with components which are calculdiéerently, (i) the parties hereto agree
to enter into negotiations with respect to amendmtnthis Agreement to conform those covenantsiteria for evaluating the Borrower's
and its Subsidiaries' financial condition to substdly the same criteria as were effective priostich change in GAAP, and (ii) the Borrower
shall be deemed to be in compliance with the affiécbvenants contained in Section 7.14 during théays following any change in GAAP

if and to the extent that the Borrower would haeerbin compliance therewith under GAAP as in effechediately before such change;
provided, however, that this paragraph shall nadd®med to require the Borrower, the Agent or theders to agree to modify any provision
of this Agreement or any of the other Loan Docuragatreflect any such change to GAAP and, if, afteah 60 days, the parties, in their sole
discretion, fail to reach agreement on such maatifins, the terms of this Agreement will remainhareged and the compliance by the
Borrower with the covenants contained in

Section 7.14 will be calculated in accordance V@#RAP as in effect immediately before such change.

ARTICLE II
THE CREDIT

2.1 AMOUNTS AND TERMS OF COMMITMENT

Each Lender severally agrees, on the terms andtamrglset forth herein, to make a single loarh® Borrower (each such loan, a "Loan") on
the Closing Date in
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an amount not to exceed such Lender's Pro Rata $h#re Commitment. Amounts borrowed hereundeckvhre repaid or prepaid by the
Borrower may not be reborrowed.

2.2 LOAN ACCOUNTS

(a) The Loan made by each Lender shall be evidebgexhe or more loan accounts or records maintdiyeslich Lender in the ordinary
course of business. The loan accounts or recordgaireed by the Agent and each Lender shall belasive absent manifest error of the
amount of the Loans made by the Lenders to theddar and the interest and payments thereon. Atyréaso to record or any error in doi
so shall not, however, limit or otherwise affea thbligation of the Borrower hereunder to pay ampant owing with respect to the Loans.

(b) Upon the request of any Lender made througitent, the Loans made by such Lender may be ew@tehy one or more Notes, instead
of loan accounts. Each such Lender shall endordkeoschedules annexed to its Note(s) the dateyainamd maturity of the Loan made by it
and the amount of each payment of principal madénéyBorrower with respect thereto. Each such Leisdierevocably authorized by the
Borrower to endorse its Note(s) and each Lendecsrd shall be conclusive absent manifest erraviged, however, that the failure of a
Lender to make, or an error in making, a notatf@réon with respect to any Loan shall not limibtirerwise affect the obligations of the
Borrower hereunder or under any such Note to sectdér.

2.3 FUNDING OF LOANS

(a) Each Lender will make the amount of its ProaRsthare of the Commitment available to the Agentlfe account of the Borrower at the
Agent's Payment Office by 1:00 p.m. (New York Qitye) on the Closing Date in funds immediately &alale to the Agent. The proceeds of
all such Loans will then be made available to tieer8wer by the Agent by wire transfer in accordawih written instructions provided to
the Agent by the Borrower of like funds as receibsgdhe Agent.

(b) During the first three (3) Business Days foliogrthe Closing Date, all Loans shall be Base Ra#mns.
2.4 CONVERSION AND CONTINUATION ELECTIONS
(a) The Borrower may, upon irrevocable written cetio the Agent in accordance with subsection 2.4(b
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(i) elect, as of any Business Day, in the caseaseBRate Loans, or as of the last day of the sgdpédnterest Period, in the case of any other
Type of Loans, to convert any such Loans (or anytpareof in an amount not less than $1,000,00€hat is in an integral multiple of
$500,000 in excess thereof) into Loans of any oftyge; or

(ii) elect, as of the last day of the applicableetaest Period, to continue as LIBOR Rate Loanslarans having Interest Periods expiring on
such day (or any part thereof in an amount nottlesss $1,000,000, or that is in an integral mugtipf $500,000 in excess thereof).

(b) The Borrower shall deliver a Notice of ConversgiContinuation to be received by the Agent narlghan 1:00 p.m. (New York City time)
at least (i) three Business Days in advance o€Cin@version/Continuation Date, if the Loans aredabnverted into or continued as LIBOR
Rate Loans; and (ii) one Business Day in advan¢heo€onversion/Continuation Date, if the Loanstarke converted into Base Rate Loans,

specifying:

(A) the proposed Conversion/Continuation Date;

(B) the aggregate amount of Loans to be conventedreewed,;

(C) the Type of Loans resulting from the proposedversion or continuation; and

(D) other than in the case of conversions into BRaee Loans, the duration of the requested Intétesod.

(c) If upon the expiration of any Interest Periggblicable to LIBOR Rate Loans, the Borrower hatethto select timely a new Interest Period
to be applicable to such LIBOR Rate Loans, or if Bnent of Default then exists, the Borrower shalldeemed to have elected to convert
such LIBOR Rate Loans into Base Rate Loans effecs/of the expiration date of such Interest Period

(d) The Agent will promptly notify each Lender ¢ receipt of a Notice of Conversion/Continuation,if no timely notice is provided by the
Borrower, the Agent will promptly notify each Lend# the details of any automatic conversion. Alheersions and continuations shall be
made ratably according to the respective outstgnglimcipal amounts of the Loans with respect taclwhhe notice was given held by each
Lender.

-23-



(e) Unless the Required Lenders otherwise agreemgithe existence of an Event of Default, the Barer may not elect to have a Loan
converted into or continued as a LIBOR Rate Loan.

(f) After giving effect to any conversion or coniation of Loans, there may not be more than thiféerent Interest Periods in effect.
2.5 OPTIONAL PREPAYMENTS

Subject to Section 3.4, the Borrower may, at amgtor from time to time, upon not less than oneifzss Day's (in the case of Base Rate
Loans) or three Business Days' (in the case of IRBRate Loans) notice to the Agent (which in eitbese shall be irrevocable one Business
Day prior to the proposed prepayment date), ratpt#pay Loans in whole or in part, in minimum amisusf $1,000,000 or any multiple of
$500,000 in excess thereof. Such notice of prepaystall specify the date and amount of such preyesly and the Type(s) of Loans to be
prepaid. The Agent will promptly notify each Lenaiits receipt of any such notice, and of suchdests Pro Rata Share of such prepayn

If such notice is given by the Borrower and notieded in writing by the Borrower more than one iBass Day prior to the proposed
prepayment date, the Borrower shall make such greeat and the payment amount specified in sucltaathall be due and payable on the
date specified therein, together with accrued @#eto each such date on the amount prepaid andrnaoynts required pursuant to Section

2.6 MANDATORY PREPAYMENTS OF LOANS

(a) Asset Dispositions. If the Borrower or any Sdiasy shall at any time or from time to time makeagree to make a Disposition then (i)
the Borrower shall promptly notify the Agent of susroposed Disposition (including the amount ofeélsémated Net Proceeds to be received
by the Borrower or such Subsidiary in respect th@rand (ii) promptly upon, and in no event lateart 90 days after, receipt by the Borrower
or the Subsidiary of the Net Proceeds of such Gision, the Borrower shall prepay the Loans in ggragate amount equal to the amount of
such Net Proceeds; provided, however, that no pteayment shall be required to the extent, in eask, such Net Proceeds are used w

90 days of receipt thereof to purchase replacermssts; provided further, that such notice andgyment shall be required only if (A) such
Net Proceeds exceed $500,000 or (B) the aggrefiateMet Proceeds theretofore received by the @eer and not reinvested or usec

make a prepayment hereunder exceeds $1,000,00 iiisaal year.

(b) Event of Loss. If the Borrower or any Subsigiahall at any time or from time to time sufferi@vent of Loss, then (i) the Borrower shall
promptly notify
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the Agent of such Event of Loss (including the antaf the estimated Net Proceeds to be receivatidBorrower or such Subsidiary in
respect thereof) and (ii) promptly upon, and irewent later than two (2) Business Days after, pdgi the Borrower or the Subsidiary of the
Net Proceeds of such Event of Loss, the Borrowall, dio the extent not inconsistent with any lesehich the Borrower is bound, either
prepay the Loans in an aggregate amount equaétartiount of such Net Proceeds or (B) deposit areggte amount equal to the amount of
such Net Proceeds into a blocked interest beadogumt maintained with the Agent pending releasaisage by the Borrower in a manner,
and during the time, specified in the proviso belprovided, however, that no such prepayment sleatkequired to the extent, in each case,
such Net Proceeds are used within 90 days, or gicovfor use within 180 days is made, of receiptébf to repair, replace or restore the
assets, if any, relating to such Event of Lossyidied further, that such notice and prepayment $leatequired only if (i) such Net Proceeds
exceed $500,000 or (ii) the aggregate of all NetPeds theretofore received by the Borrower andeiotested or used to make a
prepayment hereunder exceeds $1,000,000 in arg/ fisar.

(c) Equity or Debt Issuance. If the Borrower slgdue new common or preferred equity, or shalliiraziditional Indebtedness (other than
Indebtedness permitted under Sections 7.5(b)(éxpr (), the Borrower shall promptly notify tihgent of the estimated Net Issuance
Proceeds of such issuance or incurrence to bevextely the Borrower in respect thereof. Promptlgrymnd in no event later than 3 days
after, receipt by the Borrower of Net Issuance Peds of such issuance or incurrence, the Borroadt grepay the Loans in an aggregate
amount equal to 50% of the amount of such Net lEsai®roceeds.

(d) General. Any prepayments pursuant to this 8e@i6 shall be applied first to any Base Rate kahen outstanding and then to LIBOR
Rate Loans with the shortest Interest Periods neimgi provided, however, that if the amount of BRsge Loans then outstanding is not
sufficient to satisfy the entire prepayment requieat, the Borrower may, at its option, place anypamts which it would otherwise be
required to use to prepay LIBOR Rate Loans on aodlagr than the last day of the Interest Periodefioe in an interest-bearing account
pledged to the Agent for the benefit of the Lendetl the end of such Interest Period at whichetisnch pledged amounts will be applied to
prepay such LIBOR Rate Loans. The Borrower shall pegether with each prepayment under this Se@iénaccrued interest on the amc
prepaid and any amounts required pursuant to $e8th

2.7 REPAYMENT
The Borrower shall repay the Loans in full, togetiwéh all accrued and unpaid interest thereonthenMaturity Date.
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2.8 INTEREST

(a) Each Loan shall bear interest on the outstgnpiimcipal amount thereof from the Closing Data aate per annum equal to the LIBOR
Rate or the Base Rate, as the case may be (aretstdihe Borrower's right to convert to other &yf Loans under Section 2.4), plus the
Interest Margin.

(b) Interest on each Loan shall be paid in arrearsach Interest Payment Date. Interest shalltasmaid on the date of any prepayment of
Loans under Section 2.5 or 2.6 for the portiorhefltoans so prepaid and upon payment (includinggy®ent) in full thereof and, during the
existence of any Event of Default, interest shalphid on demand of the Agent at the request d¢r thé consent of the Required Lenders.

(c) Notwithstanding subsection (a) of this Sectiwhijle any Event of Default exists or after accatiem, the Borrower shall pay interest (after
as well as before entry of judgment thereon tcetktent permitted by law) on the principal amounaibutstanding Loans, at a rate per
annum which is determined by adding 2% per annuthednterest Margin then in effect for such Logmsvided, however, that, on and after
the expiration of any Interest Period applicablang LIBOR Rate Loan outstanding on the date oftimence of such Event of Default or
acceleration, the principal amount of such Loarll stiaring the continuation of such Event of Detaud after acceleration, bear interest at a
rate per annum equal to the Base Rate plus 3.5 (ater than six (6) months after the disbursetra Loans hereunder, plus 4%).

(d) Anything herein to the contrary notwithstanditite obligations of the Borrower to any Lendergugder shall be subject to the limitation
that payments of interest shall not be requiredafty period for which interest is computed hereuntb the extent (but only to the extent)
that contracting for or receiving such payment bghsLender would be contrary to the provisionsrof w applicable to such Lender
limiting the highest rate of interest that may &efully contracted for, charged or received by suehder, and in such event the Borrower
shall pay such Lender interest at the highestpatmitted by applicable law.

2.9 FEES

(a) Arrangement, Agency Fees. The Borrower shallgpayndication and underwriting fee to the Arrarged to Deutsche Bank, for their
respective accounts, and shall pay an agency fénetAgent for the Agent's own account, as requethe Commitment Letter.
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2.10 COMPUTATION OF FEES AND INTEREST

(a) All computations of interest for Base Rate Loaren the Base Rate is determined by Deutsche' 8gmkme lending rate" shall be made
on the basis of a year of 365 or 366 days, asabe may be, and actual days elapsed. All other gtatipns of fees and interest shall be m
on the basis of a 360-day year and actual daysetbfwhich results in more interest being paid ihaomputed on the basis of a 365-day
year). Interest and fees shall accrue during eadbgduring which interest or such fees are coegbfitom the first day thereof to the last (
thereof.

(b) Each determination of an interest rate by them shall be conclusive and binding on the Borroaviel the Lenders in the absence of
manifest error. The Agent will, at the requesthaf Borrower or any Lender, deliver to the Borrowethe Lender, as the case may be, a
statement showing the quotations used by the Aigatgtermining any interest rate and the resuliierest rate.

(c) The Reference Bank shall use its best efforfsitnish quotations of rates to the Agent as aoptated hereby.
2.11 PAYMENTS BY THE BORROWER

(a) All payments to be made by the Borrower shalifade without set-off, recoupment or countercl&rtept as otherwise expressly
provided herein, all payments by the Borrower shalmade to the Agent for the account of the Lendethe Agent's Payment Office, and
shall be made in dollars and in immediately avédddbnds, no later than 2:00 p.m. (New York Cityé) on the date specified herein. The
Agent will promptly distribute to each Lender iteoFRata Share (or other applicable share as exprgswvided herein) of such payment in
like funds as received. Any payment received byApent later than 2:00 p.m. (New York City timepfibe deemed to have been received
on the following Business Day and any applicabterigst or fee shall continue to accrue.

(b) Subject to the provisions set forth in the digbn of "Interest Period" herein, whenever anymant is due on a day other than a Business
Day, such payment shall be made on the followingiBess Day, and such extension of time shall ih sase be included in the computation
of interest or fees, as the case may be.

(c) Unless the Agent receives notice from the Begoprior to the date on which any payment is duihé Lenders that the Borrower will r
make such payment in full as and when requiredAthent may assume that the Borrower has
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made such payment in full to the Agent on such treiemediately available funds and the Agent mayt Ghall not be so required), in
reliance upon such assumption, distribute to eastder on such due date an amount equal to the antmmdue such Lender. If and to the
extent the Borrower has not made such paymentlitofthe Agent, each Lender shall repay to thegm demand such amount distributed
to such Lender, together with interest thereohattederal Funds Rate for each day from the dateawmount is distributed to such Lender
until the date repaid.

2.12 PAYMENTS BY THE LENDERS TO THE AGENT

(&) Unless the Agent receives notice from a Lewtheor prior to the Closing Date that such Lenddr mat make available on the Closing
Date to the Agent for the account of the Borrovirer @amount of that Lender's Pro Rata Share of tmen@itment, the Agent may assume that
each Lender has made such amount available togkatAn immediately available funds on the Clodirage and the Agent may (but shall

be so required), in reliance upon such assumptiatke available to the Borrower on such date a sparding amount. If and to the extent
any Lender shall not have made its full amountlatbe to the Agent in immediately available fundsl édhe Agent in such circumstances has
made available to the Borrower such amount, thatleeshall on the Business Day following the Clgdirate make such amount available to
the Agent, together with interest at the FederaldSuRate for each day during such period. A naifdbe Agent submitted to any Lender v
respect to amounts owing under this subsectiosh@l) be conclusive, absent manifest error. If salount is so made available, such
payment to the Agent shall constitute such Lende&ran on the Closing Date for all purposes of fkgseement.

(b) The failure of any Lender to make any Loantom €losing Date shall not relieve any other Lerdeamy obligation hereunder to make a
Loan on the Closing Date, but no Lender shall lspaasible for the failure of any other Lender tdkmthe Loan to be made by such other
Lender on the Closing Date.

2.13 SHARING OF PAYMENTS, ETC.

If, other than as expressly provided elsewhereiheaay Lender shall obtain on account of the Laaasle by it any payment (whether
voluntary, involuntary, through the exercise of aigyht of seteff, or otherwise) in excess of its Pro Rata Shsueh Lender shall immediate

(a) notify the Agent of such fact, and (b) purchteen the other Lenders such participations inlthans made by them as shall be necessary
to cause such purchasing Lender to share the epgagssent pro rata with each of them; provided, haxethat if all or any portion of such
excess payment is thereafter recovered from thehpsing Lender, such purchase shall to
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that extent be rescinded and each other Lenddrreipaly to the purchasing Lender the purchase e therefor, together with an amount
equal to such paying Lender's ratable share (atwptd the proportion of (i) the amount of such ipgyLender's required repayment to (ii)
total amount so recovered from the purchasing Lerafeany interest or other amount paid or paydiyl¢he purchasing Lender in respect of
the total amount so recovered. The Borrower adgiedsany Lender so purchasing a participation fesrother Lender may, to the fullest
extent permitted by law, exercise all its rightgpafyment (including the right of set-off, but sutijio Section 10.10) with respect to such
participation as fully as if such Lender were tlrect creditor of the Borrower in the amount of Ilsyarticipation. The Agent will keep
records (which shall be conclusive and bindinghim absence of manifest error) of participationpased under this Section and will in each
case notify the Lenders following any such purchaseaepayments.

2.14 SECURITY

All obligations of the Borrower and the Subsidiarisnder this Agreement, the Notes and all othenl@acuments shall be secured in
accordance with the Collateral Documents.

ARTICLE Il
TAXES, YIELD PROTECTION AND ILLEGALITY

3.1 TAXES

(a) Any and all payments by the Borrower to eachdes or the Agent under this Agreement and anyrdtban Document shall be made free
and clear of, and without deduction or withholdfogany Taxes. In addition, the Borrower shall jpélyOther Taxes.

(b) The Borrower agrees to indemnify and hold hassleach Lender and the Agent for the full amofiibges or Other Taxes (including ¢
Taxes or Other Taxes imposed by any jurisdictiommounts payable under this Section) paid by theleeor the Agent and any liability
(including penalties, interest, additions to tad @axpenses) arising therefrom or with respect therehether or not such Taxes or Other T:
were correctly or legally asserted. Payment unliisrihdemnification shall be made within 30 dayteiafhe date the Lender or the Agent
makes written demand therefor.

(c) If the Borrower shall be required by law to detlor withhold any Taxes or Other Taxes from orespect of any sum payable hereund
any Lender or the Agent, then:
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(i) the sum payable shall be increased as necessdhat after making all required deductions aittiiweldings (including deductions and
withholdings applicable to additional sums payabider this Section) such Lender or the Agent, axc#se may be, receives an amount equa
to the sum it would have received had no such demhsor withholdings been made;

(i) the Borrower shall make such deductions antthimdldings;

(iii) the Borrower shall pay the full amount dedeattor withheld to the relevant taxing authorityotiner authority in accordance with
applicable law; and

(iv) the Borrower shall also pay to each LendetherAgent for the account of such Lender, at e tinterest is paid, all additional amounts
which the respective Lender specifies as necessgmeserve the after-tax yield the Lender wouldeh@ceived if such Taxes or Other Taxes
had not been imposed.

(d) Within 30 days after the date of any paymenthgyBorrower of Taxes or Other Taxes, the Borrostell furnish the Agent the original or
a certified copy of a receipt evidencing paymentebf, or other evidence of payment satisfactotpéoAgent.

(e) If the Borrower is required to pay additional@unts to any Lender or the Agent pursuant to siose(c) of this Section, then such
Lender shall use reasonable efforts (consistefit gal and regulatory restrictions) to changejthisdiction of its Lending Office so as to
eliminate any such additional payment by the Boeowhich may thereafter accrue, if such changaénudgment of such Lender is not
otherwise disadvantageous to such Lender.

3.2 ILLEGALITY

(a) If any Lender reasonably determines that thrediuction of any Requirement of Law, or any chaimgany Requirement of Law, or in the
interpretation or administration of any Requiremeintaw, has made it unlawful, or that any cenbrahk or other Governmental Authority
has asserted that it is unlawful, for any Lenddtapplicable Lending Office to make LIBOR Ratealns, then, on notice thereof by the
Lender to the Borrower through the Agent, any ddiign of that Lender to make LIBOR Rate Loans shalsuspended until the Lender
notifies the Agent and the Borrower that the cirstamces giving rise to such determination no lomgést.

(b) If a Lender reasonably determines that it imwful to maintain any LIBOR Rate Loan, the Borravgaall, upon its receipt of notice of
such fact and
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demand from such Lender (with a copy to the Aggargpay in full such LIBOR Rate Loans of that Lenteen outstanding, together with

interest accrued thereon and amounts required (Beltion 3.4, either on the last day of the IntdPesiod thereof, if the Lender may lawft
continue to maintain such LIBOR Rate Loans to sienyy or immediately, if the Lender may not lawfutigntinue to maintain such LIBOR
Rate Loan. If the Borrower is required to so pregay LIBOR Rate Loan, then concurrently with suchpayment, the Borrower shall borr
from the affected Lender, in the amount of suclayepent, a Base Rate Loan.

(c) If the obligation of any Lender to make or main LIBOR Rate Loans has been so terminated gresitded, the Borrower may elect, by
giving notice to the Lender through the Agent tllht oans which would otherwise be made by the lezra$ LIBOR Rate Loans shall be
instead Base Rate Loans.

(d) Before giving any notice to the Agent undestSection, the affected Lender shall designatéfereint Lending Office with respect to its
LIBOR Rate Loans if such designation will avoid tieed for giving such notice or making such denmamdiwill not, in the judgment of the
Lender, be illegal or otherwise disadvantageoubhed ender.

3.3 INCREASED COSTS AND REDUCTION OF RETURN

(a) If any Lender reasonably determines that, duwegther (i) the introduction of or any change irirothe interpretation of any law or
regulation or (ii) the compliance by that Lendethwany guideline or request from any central ban&tber Governmental Authority (whether
or not having the force of law), there shall be amyease in the cost to such Lender of agreeimgyake or making, funding or maintaining
any LIBOR Rate Loans, then the Borrower shall bblé for, and shall from time to time, upon deménith a copy of such demand to be
sent to the Agent), pay to the Agent for the actofisuch Lender, additional amounts as are sefficio compensate such Lender for such
increased costs.

(b) If any Lender shall have reasonably determihed (i) the introduction of any Capital AdequacgdRrlation, (ii) any change in any Capital
Adequacy Regulation, (iii) any change in the intetation or administration of any Capital Adequ&sgulation by any central bank or other
Governmental Authority charged with the interprietator administration thereof, or (iv) compliancethe Lender (or its Lending Office) or
any corporation controlling the Lender with any @alpAdequacy Regulation, affects or would affde amount of capital required or
expected to be maintained by the Lender or anyoratipn controlling the Lender and (taking into simeration such Lender's or such
corporation's policies with respect to capital adey and such Lender's desired return on cap@afanably
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determines that the amount of such capital is as®d as a consequence of its Commitment, loarditoe obligations under this Agreeme
then, upon demand of such Lender to the Borroweuth the Agent, the Borrower shall pay to the leenfrom time to time as specified by
the Lender, additional amounts sufficient to congage the Lender for such increase.

3.4 FUNDING LOSSES

The Borrower shall reimburse each Lender and hadth éender harmless from any loss (excluding camseiipl damages consisting of lost
profits) or expense which the Lender may sustaimaur as a consequence of;

(a) the failure of the Borrower to make on a timedisis any payment of principal of any LIBOR Ratau;

(b) the failure of the Borrower to borrow the Loamsthe Closing Date, or to continue or converbariafter the Borrower has given (or is
deemed to have given) a Notice of Conversion/Coation;

(c) the failure of the Borrower to make any prepawirin accordance with any notice delivered unastisn 2.5;

(d) the prepayment (including pursuant to SectiBsand 2.6) or other payment (including after segion thereof) of a LIBOR Rate Loan
on a day that is not the last day of the relevatgrést Period; or

(e) the automatic conversion under Section 2.4gfldBOR Rate Loan to a Base Rate Loan on a dayish#ot the last day of the relevant
Interest Period;

including any such loss or expense arising fromithedation or reemployment of funds obtained bipimaintain its LIBOR Rate Loans or
from fees payable to terminate the deposits frorithvBuch funds were obtained. For purposes of tatlog amounts payable by the
Borrower to the Lenders under this Section and uadesection 3.3(a), each LIBOR Rate Loan madelbynaer (and each related reserve,
special deposit or similar requirement) shall beotasively deemed to have been funded at the LIBS&U in determining the LIBOR Rate
for such LIBOR Rate Loan by a matching deposittbeoborrowing in the interbank eurodollar marla@td comparable amount and for a
comparable period, whether or not such LIBOR RatarLis in fact so funded.
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3.5 INABILITY TO DETERMINE RATES

If the Agent reasonably determines that for angoeaadequate and reasonable means do not exéstimining the LIBOR Rate for any
requested Interest Period with respect to a prapbH2OR Rate Loan, or that the LIBOR Rate appliegblirsuant to subsection 2.8(a) for
requested Interest Period with respect to a prabbHBOR Rate Loan does not adequately and fairfilgceéthe cost to the of funding such
Loan, the Agent will promptly so notify the Borromend each Lender. Thereafter, the obligation efltenders to make or maintain LIBOR
Rate Loans hereunder shall be suspended until geatAevokes such notice in writing, which it skdadl promptly when possible. Upon
receipt of such notice, the Borrower may revoke ldntice of Conversion/Continuation then submittgdtblf the Borrower does not revoke
such Notice, the Lenders shall make, convert oticoa the Loans, as proposed by the Borrower,ératinount specified in the applicable
notice submitted by the Borrower, but such Loaraldfe made, converted or continued as Base Raad.imstead of LIBOR Rate Loans.

3.6 CERTIFICATES OF LENDERS

Any Lender claiming reimbursement or compensatiodeu this Article Il shall deliver to the Borrowéwith a copy to the Agent) a
certificate setting forth in reasonable detail éimeount payable to the Lender hereunder and sutficze shall be conclusive and binding on
the Borrower in the absence of manifest error.

3.7 SURVIVAL
The agreements and obligations of the Borrowehis Article 11l shall survive the payment of allhatr Obligations.

ARTICLE IV
CONDITIONS PRECEDENT

4.1 CONDITIONS OF LOANS

The obligation of each Lender to make its Loan teder is subject to the condition that the Agerst teeived on or before the Closing Date
all of the following, in form and substance satisfay to the Agent and each Lender, and in sufficempies for each Lender:

(a) Credit Agreement and Notes. This AgreementNbies and the Warrants executed by each partgtther
(b) Resolutions; Incumbency.
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(i) Copies of the resolutions of the board of dioes of the Borrower and each Subsidiary that megome party to a Loan Document
authorizing the transactions contemplated heretwified as of the Closing Date by the SecretargroAssistant Secretary of such Person;
and

(i) A certificate of the Secretary or AssistanicBsary or an executive officer of the Borrowergdaach Subsidiary that may become party to
a Loan Document certifying the names and true sigea of the officers of the Borrower or such Sdlasi authorized to execute, deliver and
perform, as applicable, this Agreement, and aképtlban Documents to be delivered by it hereunder;

(c) Organization Documents; Good Standing. Eadgh@following documents:

(i) the articles or certificate of incorporationcatihe bylaws of the Borrower and each Subsidiarfyga any Loan Document as in effect on
the Closing Date, certified by the Secretary origtast Secretary of the Borrower or such Subsidierpf the Closing Date; and

(il) a good standing certificate for the Borrowadaeach Subsidiary party to any Loan Document filmenSecretary of State (or similar,
applicable Governmental Authority) of its statdraforporation and each state where the Borrowsuoh Subsidiary is qualified to do
business as a foreign corporation as of a receat da

(d) Legal Opinions. An opinion of Perkins Coie -a8ke, counsel to the Borrower and addressed tégsnt and the Lenders, substantially in
the form of Exhibit C;

(e) Payment of Fees. Evidence of payment by thedBar of all accrued and unpaid fees, costs anéresgs to the extent then due and
payable on the Closing Date, together with Attor@egts of Deutsche Bank to the extent invoicedridmr on the Closing Date; including
any such costs, fees and expenses arising undefeoenced in Sections 2.9 and 10.4;

(f) Collateral Documents. The Collateral Documentscuted by the Borrower, in appropriate formrémording, where necessary, together
with:

(i) copies of all UCC-I financing statements filedgistered or recorded to perfect the securigresgts of the Agent for the benefit of the
Lenders, or other evidence satisfactory to the Ageat there has been filed, registered or
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recorded all financing statements and other filimggistrations and recordings necessary and duleisa perfect the Liens of the Agent for
the benefit of the Lenders in accordance with applie law (provided that filings to be made in caction with Intellectual Property
Collateral (as defined in the Security Agreemehglishe made within seven days after the Closintgpa

(i) written advice relating to such Lien and judgnt searches as the Agent shall have requesteduahdermination statements or other
documents as may be necessary to confirm thatdhat€ral is subject to no other Liens in favoraofy Persons (other than Permitted Liens);

(iii) funds sufficient to pay any filing or recortlj tax or fee in connection with any and all UC@rancing statements; and

(iv) evidence that all other actions necessarynoihe reasonable opinion of the Agent or the Lesdgesirable, to perfect and protect the first
priority security interest created by the Collat®acuments and to enhance the Agent's abilityésgrve and protect its interests in and
access to the Collateral, have been taken;

(9) Insurance Policies. Standard lenders' payatdersements with respect to the insurance polmiegher instruments or documents
evidencing insurance coverage on the propertitéissoBorrower in accordance with
Section 6.6;

(h) Certificate. A certificate signed by a RespbiesiOfficer, dated as of the Closing Date, stathway:
(i) the representations and warranties containgtticle V are true and correct on and as of suafe das though made on and as of such date
(i) no Default or Event of Default exists or woulelsult from making the Loans under Article 1l; and

(iii) there has occurred since September 30, 188&vent or circumstance that has resulted or aaalsonably be expected to result in a
Material Adverse Effect; and

(i) Other Documents. Such other approvals, opinidosuments or materials as the Agent or any Lendsrreasonably request.
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4.2 CONDITIONS TO CONTINUATIONS/CONVERSIONS

The obligation of each Lender to continue or cohaay Loan under
Section 2.4 is subject to the satisfaction of thilwfving conditions precedent on the relevant Cesie&/Continuation Date:

(a) Notice of Conversion/Continuation. The Ageralshave received a Notice of Conversion/Contirarati

(b) Continuation of Representations and Warraniiés. representations and warranties in Article ®lidie true and correct on and as of such
Conversion/Continuation Date with the same effedf nade on and as of such Conversion/Continuddiate (except to the extent such
representations and warranties solely and expresfdy to an earlier date, in which case they dhalirue and correct as of such earlier date);
and

(c) No Existing Default. No Default or Event of Reidt shall exist or shall result from such contitima or conversion.

Each Notice of Conversion/Continuation submittedtms Borrower hereunder shall constitute a reptasen and warranty by the Borrower
hereunder, as of the date of each such notice @antfleach Conversion/Continuation Date, as apdkgdbat the conditions in Section 4.2 are
satisfied.

ARTICLE V
REPRESENTATIONS AND WARRANTIES

The Borrower represents and warrants to the Agesheach Lender that:
5.1 CORPORATE EXISTENCE AND POWER
The Borrower and each of its Subsidiaries:

(a) is a corporation, partnership, limited lialyil@ompany or similar entity duly organized, valiélyisting and in good standing under the |
of the jurisdiction of its incorporation or formai;

(b) has the power and authority and all governnidictenses, authorizations, consents and appragalsvn its assets, carry on its business
and to execute, deliver, and perform its obligatiander the Loan Documents;

(c) is duly qualified as a foreign corporation, tparship, limited liability company or similar etytiand is licensed and in good standing under
the laws
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of each jurisdiction where its ownership, leasemeration of property or the conduct of its busénejuires such qualification or license; and

(d) is in compliance with all Requirements of Laaxcept, in each case referred to in clause (clanise (d), to the extent that the failure to do
so could not reasonably be expected to have a Mbgatverse Effect.

5.2 CORPORATE AUTHORIZATION; NO CONTRAVENTION

The execution, delivery and performance by the @eer and its Subsidiaries of this Agreement andh edlcer Loan Document to which st
Person is party, have been duly authorized byeslessary corporate, partnership, limited liabitiynpany or similar entity action, and do not
and will not:

(a) contravene the terms of any of that Persorgai@zation Documents;

(b) conflict with or result in any breach or comeation of, or the creation of any Lien under, a@ogument evidencing any Contractual
Obligation to which such Person is a party or arden injunction, writ or decree of any Governméwitathority to which such Person or its
property is subject; or

(c) violate any Requirement of Law.
5.3 GOVERNMENTAL AUTHORIZATION

No approval, consent, exemption, authorizatiorgther action by, or notice to, or filing with, a@overnmental Authority (except fi
recordings or filings in connection with the Liegranted to the Agent under the Collateral Documantsexcept for state and federal
securities laws filings in connection with the igaae of the Warrants that may be required) is sace®r required in connection with the
execution, delivery or performance by, or enforcetagainst, the Borrower or any of its SubsidiagEthe Agreement or any other Loan
Document.

5.4 BINDING EFFECT

This Agreement and each other Loan Document totwthie Borrower or any of its Subsidiaries is ayadnstitute the legal, valid and

binding obligations of the Borrower and any ofSishsidiaries to the extent it is a party theretdprceable against such Person in accordance
with their respective terms, except as enforceghifiay be limited by applicable bankruptcy, inseoleg, or similar laws affecting the
enforcement of creditors' rights generally or byitable principles relating to enforceability.
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5.5 LITIGATION

Except as specifically disclosed in Schedule Ss%fahe date of this Agreement there are no astisuits, proceedings, claims or disputes
pending, or to the best knowledge of the Borrowlaeatened or contemplated, at law, in equityrbiteation or before any Governmental
Authority, against the Borrower, or its Subsidiarg any of their respective properties which:

(a) purport to affect or pertain to this Agreemenany other Loan Document, or any of the transastcontemplated hereby or thereby; or
(b) if determined adversely to the Borrower orStgbsidiaries, would reasonably be expected to havaterial Adverse Effect.

No injunction, writ, temporary restraining orderany order of any nature has been issued by any ocoother Governmental Authori
purporting to enjoin or restrain the executionjely or performance of this Agreement or any othestin Document, or directing that the
transactions provided for herein or therein nottmesummated as herein or therein provided.

5.6 NO DEFAULT

No Default or Event of Default exists or would rie$tom the incurring of any Obligations by the Bawer or from the grant or perfection

the Liens of the Agent and the Lenders on the @ot& As of the Closing Date, neither the Borrower any Subsidiary is in default under
with respect to any Contractual Obligation in aeggect which, individually or together with all sugefaults, could reasonably be expecit
have a Material Adverse Effect, or that would ui€ls default had occurred after the Closing Dateater an Event of Default under subsection
8.1(e).

5.7 ERISA COMPLIANCE
Except as specifically disclosed in Schedule 5.7:

(a) Each Plan is in compliance in all material sztp with the applicable provisions of ERISA, thed€ and other federal or state law. Each
Plan which is intended to qualify under Section(@)bf the Code has received a favorable deterioim&tter from the IRS and to the best
knowledge of the Borrower, nothing has occurredciwhiould cause the loss of such qualification. Bberower and each ERISA Affiliate
has made all required contributions to any Plajestitbo Section 412 of the Code, and no applicdiorma funding waiver or an extension of
any amortization period pursuant to Section 41thefCode has been made with respect to any Plan.
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(b) There are no pending or, to the best knowleddgorrower, threatened claims, actions or lawswitsaaction by any Governmental
Authority, with respect to any Plan which has resiior could reasonably be expected to resuliNtaterial Adverse Effect. There has been
no prohibited transaction or violation of the fidary responsibility rules with respect to any Plemich has resulted or could reasonably be
expected to result in a Material Adverse Effect.

(c)(i) No ERISA Event has occurred or is reasona&blyected to occur; (i) no Pension Plan has arfyted Pension Liability; (iii) neither
the Borrower nor any ERISA Affiliate has incurred,reasonably expects to incur, any liability und@igle 1V of ERISA with respect to any
Pension Plan

(other than premiums due and not delinquent undetié 4007 of ERISA); (iv) neither the Borrowerramy ERISA Affiliate has incurred,
or reasonably expects to incur, any liability (ammdevent has occurred which, with the giving oficetinder Section 4219 of ERISA, would
result in such liability) under

Section 4201 or 4243 of ERISA with respect to atMuaiployer Plan; and (v) neither the Borrower noy ERISA Affiliate has engaged in a
transaction that could be subject to Section 4066242(c) of ERISA, which in the case of each &f thregoing clauses (i) through (v) could
reasonably be expected to have a Material AdveifeetE

5.8 USE OF PROCEEDS; MARGIN REGULATIONS

The proceeds of the Loans are to be used solehéopurposes set forth in and permitted by Se@&it&d and Section 7.7. Neither the
Borrower nor any Subsidiary is generally engagetthénbusiness of purchasing or selling Margin Stmckxtending credit for the purpose of
purchasing or carrying Margin Stock.

5.9 TITLE TO PROPERTIES

The Borrower and each Subsidiary have good reamidaarketable title in fee simple to, or valid kelasld interests in, all real property
necessary or used in the ordinary conduct of tlesjpective businesses, except for such defedciteinvhich could not, individually or in the
aggregate, reasonably be expected to have a Makehiarse Effect. As of the Closing Date, the pmopef the Borrower and its Subsidiaries
is subject to no Liens, other than Permitted Liens.

5.10 TAXES

The Borrower and its Subsidiaries have filed atiér@l and other material tax returns and repogsired to be filed, and have paid all Fed
and other material taxes, assessments, fees amdgmbernmental charges levied or imposed upon thretimeir properties, income or assets
otherwise due and payable, except those which
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are being contested in good faith by appropriategedings and for which adequate reserves havegreeided in accordance with GAAP.
There is no proposed tax assessment against tmeviBaror any Subsidiary that would, if made, hawaderial Adverse Effect.

5.11 FINANCIAL CONDITION

(a) The unaudited consolidated financial statemefitise Borrower and its Subsidiaries dated Seperb, 1997, and the related
consolidated statements of income or operatiorae$iolders' equity and cash flows for the fiscalrtpr ended on that date:

(i) were prepared in accordance with GAAP consibteapplied throughout the period covered therebxgept as otherwise expressly noted
therein, subject to ordinary, good faith year-endiadjustments;

(i) fairly present the financial condition of tiBorrower and its Subsidiaries as of the date tHexrd results of operations for the period
covered thereby; and

(iii) except as specifically disclosed in Schedbil#l, show all material indebtedness and otheilitias, direct or contingent, of the Borrower
and its consolidated Subsidiaries as of the datieett, including liabilities for taxes, materialemitments and Contingent Obligations.
(b) Since September 30, 1997, there has bee n no Material Adverse Effect.
5.12 ENVIRONMENTAL MATTERS

(a) Except as specifically disclosed in Sch edule 5.12, the on-going

operations of the Borrower and each of its Subseiacomply in all respects with all Environmeritalvs, except such nocempliance whicl
would not (if enforced in accordance with applielaw) result in liability in excess of $2,000,00Che aggregate.

(b) Except as specifically disclosed in Schedul5the Borrower and each of its Subsidiaries hudbtained all licenses, permits,
authorizations and registrations required underEamyironmental Law ("Environmental Permits") andessary for their respective ordinary
course operations, all such Environmental Permésragood standing, and the Borrower and eacts@ubsidiaries are in compliance with
all material terms and conditions of such EnvirontabPermits except to the extent the failure teehsuch Environmental Permits or to
comply therewith could not reasonably be expeatdiatve a Material Adverse Effect.
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(c) Except as specifically disclosed in Schedul®5none of the Borrower, any of its Subsidiariearmy of their respective present propert
operations, is subject to any outstanding writtefeofrom or agreement with any Governmental Autiipnor subject to any judicial or
docketed administrative proceeding, respectingeemyironmental Law, Environmental Claim or Hazard®Megerial, which would if
adversely determined, result in a liability or toaomic loss in excess of $2,000,000 in the aggeega

(d) Except as specifically disclosed in Schedul pthere are no Hazardous Materials or other ¢iomdi or circumstances existing with
respect to any property of the Borrower or any &liégy/, or arising from operations prior to the €llig Date, of the Borrower or any of its
Subsidiaries that would reasonably be expectedvtorgse to Environmental Claims with a potentiability of the Borrower and its
Subsidiaries in excess of $2,000,000 in the aggeefiga any such condition, circumstance or propédrtyaddition, (i) neither the Borrower n
any Subsidiary has any underground storage tankbdkare not properly registered or permittedasrapplicable Environmental Laws, or
that are leaking or disposing of Hazardous Mateéf-site, and

(i) the Borrower and its Subsidiaries have notifal of their employees of the existence, if asfyany health hazard arising from the
conditions of their employment and have met allfroaition requirements under Title 11l of CERCLA éall other Environmental Laws.

5.13 COLLATERAL DOCUMENTS

(a) As of the date hereof, the provisions of edde Collateral Documents are effective to créatavor of the Agent for the benefit of the
Lenders, a legal, valid and enforceable securigrast in all right, title and interest of the Bmwser and its Subsidiaries in the collateral
described therein; and financing statements haga delivered to the Agent for filing in the officesall of the jurisdictions listed in the
schedule to the Security Agreement and executeshPAtsignments, Trademarks Assignments and CdpyAigsignments have been
delivered to the Agent for filing in the U.S. Patend Trademark Office and the U.S. Copyright @ffamd upon the filing of such
assignments and such financing statements in sticesy the Agent, for the benefit of the Lendevill have a perfected first priority security
interest (subject only to Permitted Liens) in tlolateral described thereon in which a securitgriest may be perfected by the filing of such
financing statements or assignments, and uponeatglnf those items of Collateral for which physipaksession is the method for perfection,
the Agent, for the benefit of the Lenders will havealid, first priority security interest thereon.

(b) All representations and warranties of the Beepand any of its Subsidiaries party thereto daethin the Collateral Documents are true
and correct.
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5.14 REGULATED ENTITIES

None of the Borrower, any Person controlling therBaer, or any Subsidiary, is an "Investment Conygavithin the meaning of th
Investment Company Act of 1940. The Borrower issudiject to regulation under the Public Utility Himlg Company Act of 1935, the
Federal Power Act, the Interstate Commerce Act,state public utilities code, or any other Federadtate statute or regulation limiting its
ability to incur Indebtedness.

5.15 NO BURDENSOME RESTRICTIONS

As of the date of this Agreement, neither the Bagonor any Subsidiary is a party to or bound by @ontractual Obligation, or subject to
any restriction in any Organization Document, oy Requirement of Law, which could reasonably beeexgd to have a Material Adverse
Effect.

5.16 COPYRIGHTS, PATENTS, TRADEMARKS AND LICENSEETC.

The Borrower or its Subsidiaries own or are licehseotherwise have the right to use all of theeptst, trademarks, service marks, trade
names, copyrights, contractual franchises, authtioas and other rights that are reasonably negefsathe operation of their respective
businesses, without conflict with the rights of artlzer Person. To the best knowledge of the Borrom@slogan or other advertising device,
product, process, method, substance, part or athtrial now employed, or now contemplated to bpleyed, by the Borrower or any
Subsidiary infringes upon any rights held by artyeotPerson. Except as specifically disclosed ire8ale 5.5, no claim or litigation regardi
any of the foregoing is pending or threatened,ramgatent, invention, device, application, prineipt any statute, law, rule, regulation,
standard or code is pending or, to the knowledgb@Borrower, proposed, which, in either case|doeasonably be expected to have a
Material Adverse Effect.

5.17 SUBSIDIARIES

As of the date of this Agreement, the Borrower ta$Subsidiaries other than those specifically dsetl in part (a) of Schedule 5.17 hereto
and has no Investments in any other corporatiambty other than those specifically disclosedamtgb) of Schedule 5.17.

5.18 INSURANCE

Except as specifically disclosed in Schedule 58 properties of the Borrower and its Subsidiasiesinsured with financially sound and
reputable
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insurance companies not Affiliates of the Borroviersuch amounts, with such deductibles and cogesirch risks as are customarily carried
by companies engaged in similar businesses andchgvgirilar properties in localities where the Boves or such Subsidiary operates.

5.19 SOLVENCY
The Borrower and each of its Material Subsi diaries are Solvent.

5.20 FULL DISCLOSURE

None of the representations or warranties m ade by the Borrower or any

Subsidiary in the Loan Documents as of the dath sepresentations and warranties are made or deeradd, and none of the statements
contained in any exhibit, report, statement orifieate furnished by or on behalf of the Borroweramy Subsidiary in connection with the
Loan Documents (including the offering and disctesmaterials delivered by or on behalf of the Bav&oto the Lenders prior to the Closing
Date), contains any untrue statement of a matigalor omits any material fact required to beextaherein or necessary to make the
statements made therein, in light of the circunstarunder which they are made, not misleading #sedime when made or delivered.

ARTICLE VI
AFFIRMATIVE COVENANTS

So long as any Lender shall have any Commitmergumeler, or any Loan or other Obligation shall remaipaid or unsatisfied, unless the
Required Lenders waive compliance in writing:

6.1 FINANCIAL STATEMENTS

The Borrower shall deliver to the Agent, in forndatetail reasonably satisfactory to the Agent diedRequired Lenders, with sufficient
copies for each Lender:

(a) as soon as available, but not later than 95 détgr the end of each fiscal year, a copy ofitlited consolidated balance sheet of the
Borrower and its Subsidiaries as at the end of geel and the related consolidated statementscofiie or operations, shareholders' equity
and cash flows for such year, setting forth in ezade in comparative form the figures for the pyesifiscal year, and accompanied by the
opinion of Ernst & Young LLP or another nationalBcognized independent public accounting firm (8pendent Auditor") which report
shall state
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that such consolidated financial statements prda@hit the financial position for the periods iedied in conformity with GAAP applied on a
basis consistent with prior years with the exceptibchanges noted therein. Such opinion shalbeajualified or limited because of a
restricted or limited examination by the Indeperid&uditor of any material portion of the Borroweosany Subsidiary's records;

(b) as soon as available, but not later than 58 déter the end of each of the first three fiseadrters of each fiscal year a copy of the
unaudited consolidated balance sheet (includirtgtarsent of stockholders' equity) of the Borrowed &s Subsidiaries as of the end of such
guarter and the related consolidated statemerit€oime and cash flows for the period commencingherfirst day and ending on the last day
of such quarter, and certified by a Responsibléc@ffas fairly presenting, in accordance with GAGRDbject to normal good faith year-end
audit adjustments), the financial position andrémsults of operations of the Borrower and the Sliases;

(c) concurrent with the delivery of each of theaep required under clauses (a) and (b) aboveopd fith reasonable estimate by the
Borrower for the Non-Material Subsidiaries of sidbn-Material Subsidiaries'

(i) total (gross) revenues (on a consolidated bésighe four fiscal quarter period ending asha teport date and (i) total assets (on a
consolidated basis), as of the last day of thefignarter ending as of the report date, reported net book value basis; provided, that any
Non-Material Subsidiary which has less than four fispaarters of financial information shall annualtke financial results of its operations
for purposes of this

Section 6.1(c).

6.2 CERTIFICATES; OTHER INFORMATION
The Borrower shall furnish to the Agent, with saiiint copies for each Lender:

(a) concurrently with the delivery of the financg&htements referred to in subsection 6.1(a), ficate of the Independent Auditor stating
that in making the examination necessary thereddkmowledge was obtained of any Default or EveriDefault, except as specified in such
certificate;

(b) concurrently with the delivery of the financ&htements referred to in subsections 6.1(a) lané (Compliance Certificate executed by a
Responsible Officer;

(c) promptly, copies of all financial statementsl aeports that the Borrower sends to its sharelhsldad copies of all financial statements
and regular,
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periodical or special reports (including Forms 1QRQ and 8K) that the Borrower or any Subsidiary make to, or file with, the SEC,;

(d) promptly, such additional information regardithg business, financial or corporate affairs efBorrower or any Subsidiary as the Agent,
at the request of any Lender, may from time to tiessonably request; and

(e) concurrently with the delivery of the financg&htements referred to in subsections 6.1(a) landnd immediately prior to each Acquisiti
or Investment resulting in a Person becoming a ifligrg, a certification of a Responsible Officeesgying which of the Subsidiaries of the
Borrower are Non-Material Subsidiaries and demattisiy compliance with

Section 7.16 (after giving effect to such Acquitior Investment), together with the informatioguieed under Section 6.1(c).

6.3 NOTICES
The Borrower shall promptly notify the Agent anatled.ender:
(a) of the occurrence of any Default or Event ofddé;

(b) of (i) any breach or non-performance of, or default under, any Contractual Obligation of tt@®wer or any of its Subsidiaries which
could reasonably be expected to result in a Mdtadserse Effect; and

(i) any dispute, litigation, investigation, prockeg or suspension which may exist at any time betwthe Borrower or any of its Subsidiaries
and any Governmental Authority which could have adfial Adverse Effect, if adversely determined,;

(c) of the commencement of, or any material devleqt in, any litigation or proceeding affecting @rrower or any Subsidiary (i) in whi
the amount of damages claimed is $2,000,000 (eqjtsvalent in another currency or currencies) oran(ii) in which injunctive or similar
relief is sought and which, if adversely determineduld reasonably be expected to have a Matedaksse Effect, or (iii) in which the relief
sought is an injunction or other stay of the perfance of this Agreement or any Loan Document;

(d) upon, but in no event later than 10 days aftecoming aware of (i) any and all enforcementlg, removal or other governmental or
regulatory actions instituted, completed or threatkagainst the Borrower or any Subsidiary or drihir respective properties pursuant to
any applicable Environmental Laws, (ii) all othentonmental Claims, and (iii) any environmentalkamnilar condition on any real property
adjoining or in the vicinity of the property of tB®rrower or any
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Subsidiary that could reasonably be anticipatechtese such property or any part thereof to be sutweany restrictions on the ownership,
occupancy, transferability or use of such propartgter any Environmental Laws;

(e) of any other litigation or proceeding affectiig Borrower or any of its Subsidiaries which Barower would be required to report to the
SEC pursuant to the Exchange Act, within four dafysr reporting the same to the SEC,;

(f) of any of the following events affecting the Bawer, together with a copy of any notice withpest to such event that may be required to
be filed with a Governmental Authority and any netdelivered by a Governmental Authority to the®aer with respect to such event:

(i) an ERISA Event;

(i) if any of the representations and warranties i
Section 5.7 ceases to be true and correct;

(iii) the adoption of any new Pension Plan or ofRlem subject to Section 412 of the Code;

(iv) the adoption of any amendment to a Pension Btather Plan subject to Section 412 of the Cddeich amendment results in a material
increase in contributions or Unfunded Pension Liigbior

(v) the commencement of contributions to any PenBian or other Plan subject to Section 412 ofGbde; and
(9) of any material change in accounting policiefirancial reporting practices by the Borroweraoly of its consolidated Subsidiaries.

Each notice under this Section shall be accompanjedwritten statement by a Responsible Officéirggforth details of the occurrence
referred to therein, and stating what action thee®eer or any affected Subsidiary proposes to taike respect thereto and at what time. E
notice under subsection 6.3(a) shall describe patticularity any and all clauses or provisionshi$ Agreement or other Loan Document
have been (or foreseeably will be) breached oatéal.

6.4 PRESERVATION OF CORPORATE EXISTENCE, ETC.
The Borrower shall, and shall cause each Subsiddary
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(a) preserve and maintain in full force and efiestorporate, partnership, limited liability oherr existence and good standing under the laws
of its state or jurisdiction of incorporation orifieation;

(b) preserve and maintain in full force and eff@itgovernmental rights, privileges, qualificatippgrmits, licenses and franchises necessary
or desirable in the normal conduct of its busiregsept in connection with transactions permittecslygtion 7.3 and sales of assets permitted
by Section 7.2;

(c) use reasonable efforts, in the ordinary coofdmisiness, to preserve its business organizatidngoodwill (subject in the case of
Subsidiaries, to transactions permitted under 8estr.2 and 7.3); and

(d) preserve or renew all of its registered patdraslemarks, trade names and service marks, th@mservation of which could reasonably
be expected to have a Material Adverse Effect.

6.5 MAINTENANCE OF PROPERTY

The Borrower shall maintain, and shall cause eaddsifliary to maintain, and preserve all its propertich is used or useful in its busines
good working order and condition, ordinary wear seat excepted and make all necessary repairsdhand renewals and replacements
thereof except where the failure to do so couldreasonably be expected to have a Material AdEffeet, except as permitted by Section
7.2.

6.6 INSURANCE

In addition to insurance requirements set fortthenCollateral Documents, the Borrower shall mamtand shall cause each of its
Subsidiaries to maintain, with financially soundlaeputable independent insurers, insurance wiheae to its properties and business
against loss or damage of the kinds customarilyret against by Persons engaged in the same daisbusiness, of such types and in such
amounts as are customarily carried under simil@uoistances by such other Persons; including werkempensation insurance, public
liability and property and casualty insurance whachount shall not be reduced by the Borrower iretheence of 30 days' prior notice to the
Agent. All such insurance shall name the Agenbas payee/mortgagee and as additional insurethddrenefit of the Lenders, as their
interests may appear. Upon request of the Ageahgi_ender, the Borrower shall furnish the Agenthwufficient copies for each Lender, at
reasonable intervals (but not more than once gendar year) a certificate of a Responsible Offimfethe Borrower (and, if requested by the
Agent, any insurance broker of the Borrower)
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setting forth the nature and extent of all insueam@intained by the Borrower and its Subsidiarescdcordance with this Section or any
Collateral Documents (and which, in the case ddréifccate of a broker, were placed through suaker).

6.7 PAYMENT OF OBLIGATIONS

The Borrower shall, and shall cause each Subsitiiagyay and discharge as the same shall becomardleayable, all their respective
obligations and liabilities, including:

(a) all tax liabilities, assessments and governaiaitarges or levies upon it or its propertiesszess, unless the same are being contested in
good faith by appropriate proceedings and adeqeat¥ves in accordance with GAAP are being maiathbyy the Borrower or such
Subsidiary;

(b) all lawful claims which, if unpaid, would byMabecome a Lien upon its property; and

(c) all indebtedness, as and when due and payaltisubject to any subordination provisions corgdim any instrument or agreement
evidencing such Indebtedness.

6.8 COMPLIANCE WITH LAWS

The Borrower shall comply, and shall cause eaclsilidry to comply, in all material respects withRéquirements of Law of any
Governmental Authority having jurisdiction oveitits business (including the Federal Fair Lab@n8ards Act), except such as may be
contested in good faith or as to which a bona didpute may exist.

6.9 COMPLIANCE WITH ERISA

The Borrower shall, and shall cause each of itsS2RAffiliates to: (a) maintain each Plan in compka in all material respects with the
applicable provisions of ERISA, the Code and ofkderal or state law; (b) cause each Plan whicjuédified under Section 401(a) of the
Code to maintain such qualification; and (c) makeeguired contributions to any Plan subject to

Section 412 of the Code.

6.10 INSPECTION OF PROPERTY AND BOOKS AND RECORDS

The Borrower shall maintain and shall cause eadfsifliary to maintain proper books of record ancbaat, in which full, true and correct
entries in conformity with GAAP consistently applishall be made of all financial transactions
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and matters involving the assets and businessdBdinirower and such Subsidiary. The Borrower gtedinit, and shall cause each Subsidiary
to permit, in each case no more frequently tharualyprior to the occurrence of an Event of Defardpresentatives and independent
contractors (which, in the case of any auditingspenel, shall be employees of a nationally recagheccounting firm) of the Agent who
execute and deliver to the Borrower a confideniagreement consistent with Section 10.9 heresfsio and inspect any of their respective
properties, to examine their respective corpoffatancial and operating records, and make copiexetif or abstracts therefrom, and to
discuss their respective affairs, finances and atsowith their respective directors, officers, amdependent public accountants, all at the
reasonable expense of the Borrower and at suchrrebte times during normal business hours, upasoresble advance notice to the
Borrower; provided, however, when an Event of Difaxists the Agent or any Lender may do any offtiregoing at the expense of the
Borrower at any time during normal business hoaswithout advance notice; provided, further howetleat such inspections shall be
permitted with such frequency as may reasonablyesired by the Agent on and after the occurren@e@éfault or an Event of Default.

6.11 ENVIRONMENTAL LAWS

(a) The Borrower shall, and shall cause each Siavgitb, conduct its operations and keep and mairits property in compliance with all
Environmental Laws in all material respects.

(b) Upon the written request of the Agent or anpder, the Borrower shall submit and cause eacts &ubsidiaries to submit, to the Agent
with sufficient copies for each Lender, at the Barer's sole cost and expense, at reasonable ilgeavgeport providing an update of the
status of any environmental, health or safety céanpk, hazard or liability issue identified in amytice or report required pursuant to
subsection 6.3(d), that could, individually or Iretaggregate, result in liability in excess of $500.

6.12 USE OF PROCEEDS

The Borrower shall use the proceeds of the Loahsfonone or more of the following: working cagitacquisitions permitted hereunder,
funding operations, Joint Ventures permitted hedenand other general corporate purposes not imas@ntion of any Requirement of Law
or of any Loan Document.
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6.13 SWAP CONTRACTS

Within 30 days of the Closing Date, the Borrowealsbnter into Swap Contracts providing protectaainst fluctuations in interest rates
with one or more financial institutions each havingombined capital and surplus of at least $1@)JWD with respect to at least $37,500,000
of the Loans, which agreements shall provide fdaress than a one-year term and contain such t¢heis and provisions as are customary
and satisfactory to the Agent.

6.14 FURTHER ASSURANCES

(a) The Borrower shall ensure that all written infiation, exhibits and reports furnished to the Agerthe Lenders do not and will not
contain any untrue statement of a material factdmdot and will not omit to state any materialtfaecessary to make the statements
contained therein not misleading in light of theeaimstances in which made, and will promptly diselto the Agent and the Lenders and
correct any defect or error that may be discovéeckin or in any Loan Document or in the execytamknowledgment or recordation
thereof.

(b) Promptly upon request by the Agent or the RegliLenders, the Borrower shall (and shall caugeoéits Subsidiaries to) do, execute,
acknowledge, deliver, record, re-record, file,ite;fregister and re-register, any and all sucthracts, deeds, conveyances, security
agreements, mortgages, assignments, estoppelazes, financing statements and continuationgtfetermination statements, notices of
assignment, transfers, certificates, assurancestaed instruments the Agent or such Required Lendes the case may be, may reasonably
require from time to time in order (i) to carry aubre effectively the purposes of this Agreemerdror other Loan Document, (i) to subject
to the Liens created by any of the Collateral Doenta any of the properties, rights or interestseoed by any of the Collateral Documents,
except as otherwise provided in the Loan Documents,

(iii) to perfect and maintain the validity, effectiness and priority of any of the Collateral Docateeand the Liens intended to be created
thereby, and (iv) to better assure, convey, g@sign, transfer, preserve, protect and confirtheécAgent and Lenders the rights granted or
now or hereafter intended to be granted to the Eendnder any Loan Document or under any otherrdeatiexecuted in connection
therewith.

(c) Within 20 days of the Closing Date, (i) the Biwer shall deliver to the Agent, lien search ressalzidencing the filing of Financing
Statements (as defined in the Security Agreemarit)a jurisdictions listed in Schedule 6.14 heratoming the Borrower as "debtor" and the
Agent as "secured party" and confirming that nepfinancing statements have been filed with resfmethe Collateral in such jurisdictions
(other than Permitted Liens) and (ii) the Borrowkall use its diligent
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efforts to obtain from its lessors/warehousemearesent substantially in the form attached heret&xdsbit G.
(d) Promptly upon any Person becoming after the Hateof a Subsidiary of the Borrower, the Borrower

(i) shall cause such Subsidiary to execute andeleio the Agent a guaranty of all of the Obligatian form and substance reasonably
acceptable to the Required Lenders and the Agent;

(i) shall cause such Subsidiary to execute anideleto the Agent a security agreement grantingasty interest in all of such Subsidiary's
assets in favor of the Agent for the benefit of ltle@ders as security for the Obligations (including obligations of such Subsidiary under
guaranty referred to in clause (i) above), in f@mad substance reasonably acceptable to the Redwreters and the Agent and shall cause to
be delivered to the Agent with respect to such Blidry the documents referred to in

Section 4.1, mutatis mutandis, together with symhions in form and substance and from counsebressy satisfactory to the Agent, as the
Agent may require; and

(iiif) shall cause each Person that is the Borroavean Affiliate of the Borrower that is the diremt/ner of any shares of capital stock (or other
evidence of beneficial ownership) of such Subsjdiarexecute and deliver to the Agent a pledgeeagent pledging in favor of the Agent for
the benefit of the Lenders as security for the gailons, all of such capital stock, in form andstahce reasonably acceptable to the Requirec
Lenders and the Agent, and shall cause to be detive the Agent certificates evidencing all of ibsued and outstanding shares of capital
stock (or other evidence of beneficial ownershiguch Subsidiary, together with undated stock pewer similar instruments of transfer)
owned by such Persons duly executed in blank apcbppately completed Uniform Commercial Code fio@g statements, if applicable,
with respect thereto (or, if any such shares oftahgtock (or other evidence of beneficial owngp¥lare not represented by certificates,
confirmation and evidence satisfactory to the Adbat the security interest in such shares (orratheh evidence) has been transferred ai
registered in accordance with the laws of the applie jurisdictions so as to create a valid finstiity perfected security interest therein for
the benefit of the Agent and the Lenders) and taageawith such opinions in form and substance aonhfcounsel reasonably satisfactory to
the Agent, as the Agent may reasonably require;

provided, that in the case of an Acquisition whitieBorrower and its Affiliates acquire less th@9% of the common shares or other
common voting equity interests of a Person, the®wer shall be required to provide the securityeagrent and
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guaranty provided for in clauses (i) and (ii) abowdy if consented to by the holders of at leagtb96ther than the Borrower and its
Affiliates) of the common shares or other commotingpequity interests of such Person; providedhten, that the Borrower shall be required
to make a good faith request for such consent goah holders; provided, further, if all of the coomshares or other common voting equity
interests of such Person are subsequently acqoyréte Borrower and its Affiliates, such Personligmamptly comply with clauses (i) and
(i) above.

ARTICLE VII
NEGATIVE COVENANTS

So long as any Lender shall have any Commitmergumeler, or any Loan or other Obligation shall remaipaid or unsatisfied, unless the
Required Lenders waive compliance in writing:

7.1 LIMITATION ON LIENS

The Borrower shall not, and shall not suffer ompiéiany Subsidiary to, directly or indirectly, malaeate, incur, assume or suffer to exist
Lien upon or with respect to any part of its prapewhether now owned or hereafter acquired, athan the following ("Permitted Liens"):

(a) any Lien (other than a Lien on the Collateexisting on property of the Borrower or any Suleidion the Closing Date and set forth in
Schedule 7.1 securing Indebtedness outstandingandate;

(b) any Lien created under any Loan Document;

(c) Liens for taxes, fees, assessments or othesrgmental charges which are not delinquent or nepayable without penalty, or to the
extent that non-payment thereof is permitted byti8e®.7, provided that no notice of lien has bélenl or recorded under the Code;

(d) carriers', warehousemen's, mechanics', lansllarchterialmen's, repairmen's or other similansiarising in the ordinary course of
business which are not delinquent or remain payafiteout penalty or which are being contested indytaith and by appropriate
proceedings, which proceedings have the effectefgnting the forfeiture or sale of the propertgjsat thereto;

(e) Liens (other than any Lien imposed by ERISA atiekr than on the Collateral) consisting of pledigedeposits required in the ordinary
course of business in connection with workers' aamggtion, unemployment insurance and other scetalrgy legislation;
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(f) Liens (other than Liens on the Collateral) be property of the Borrower or its Subsidiary seay(i) the non-delinquent performance of
bids, trade contracts (other than for borrowed rghrieases, statutory obligations, (ii) contingehtigations on surety and appeal bonds, and
(iii) other non-delinquent obligations of a liketnee; in each case, incurred in the ordinary coofdmusiness, provided all such Liens in the
aggregate would not (even if enforced) cause a fidhtddverse Effect;

(9) Liens (other than Liens on the Collateral) ésinsg of judgment or judicial attachment lienspyided that the enforcement of such Lier
effectively stayed and all such liens in the aggte@t any time outstanding for the Borrower aaditibsidiaries do not exceed $2,000,000;

(h) easements, rights-of-way, restrictions androgiailar encumbrances incurred in the ordinaryrsewf business which, in the aggregate,
are not substantial in amount, and which do neiniy case materially detract from the value of tteperty subject thereto or interfere with
ordinary conduct of the businesses of the Borraamer its Subsidiaries;

() Liens on assets of corporations which becomestliaries after the date of this Agreement, preglichowever, that such Liens existed at
the time the respective corporations became Swargdiand were not created in anticipation thereof;

(j) Liens on assets acquired in an Acquisition,chhiiens existed prior to the completion of the Aisition and were not created in
contemplation thereof;

(k) purchase money security interests on any ptpgergether with proceeds, but not products, thracquired or held by the Borrower or
its Subsidiaries in the ordinary course of businessuring Indebtedness incurred or assumed fguut@ose of financing all or any part of the
cost of acquiring such property; provided thagy such Lien attaches to such property concugrevith or within 20 days after the
acquisition thereof, (ii) such Lien attaches sotelyhe property (together with the proceeds, lmitonoducts, thereof) so acquired in such
transaction, (iii) the principal amount of the debtured thereby does not exceed 100% of the £esth property, and (iv) the annual
amortization of the principal amount of the Indebtess secured by any and all such purchase mooestgenterests shall not at any time
exceed, together with, without duplication, the @aliease payments in respect of Indebtedness fedninder Section 7.5(g) as required (or
elected by the Borrower) to be stated per GAARsmtash flow statements as amortization, $5,000,000
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() Liens securing obligations in respect of cad#ases on assets subject to such leases, praidesuch capital leases are otherwise
permitted hereunder;

(m) Liens arising solely by virtue of any statutarycommon law provision relating to banker's ligiights of set-off or similar rights and
remedies as to deposit accounts or other fundstaiaéd with a creditor depository institution; pided that (i) such deposit account is not a
dedicated cash collateral account and is not sutgj@estrictions against access by the Borrowexicess of those set forth by regulations
promulgated by the FRB except as provided on Sdeetilt hereof, and (ii) such deposit account isimgnded by the Borrower or any
Subsidiary to provide collateral to the depositimstitution; and

(n) Liens consisting of pledges of cash collaterajovernment securities to secure on a mark-tdetdoasis obligations under Swap
Contracts entered into in the ordinary course afress as bona fide hedging transactions, provtuedi) the counterparty to such Swap
Contract is under a similar requirement to delsierilar collateral from time to time to the Borroma the Subsidiary party thereto, and (ii)
the aggregate value of such collateral so pledgatidBorrower and the Subsidiaries together imfaf any counterparty does not at any
time exceed $2,000,000.

7.2 DISPOSITION OF ASSETS

The Borrower shall not, and shall not suffer ompéany Subsidiary to, directly or indirectly, sedkssign, lease, convey, transfer or otherwise
dispose of (whether in one or a series of transas}iany property (including accounts and notesivable, with or without recourse) or enter
into any agreement to do any of the foregoing, pce

(a) dispositions of inventory, or used, worn-ousarplus equipment, all in the ordinary coursewdibess; and

(b) the sale of equipment to the extent that sughipenent is exchanged for credit against the puelpaice of similar replacement equipm:
or the proceeds of such sale are reasonably pro@pplied, consistent with Section 2.6, to the pase price of such replacement equipm
and

(c) dispositions not otherwise permitted hereundaich are made for fair market value; providedt {fijaat the time of any disposition, no
Event of Default shall exist or shall result froothk disposition, (i) the aggregate sales price
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from such disposition shall be paid in cash, ({i§t Proceeds thereof are applied as set forthatid®e2.6 hereof.

Promptly upon the request of the Borrower, the Agall take all actions, at the cost and expefhseeoBorrower, necessary to release its
security interest in assets that are disposed cdimpliance with this Agreement.

7.3 CONSOLIDATIONS AND MERGERS

The Borrower shall not, and shall not suffer ompieany Subsidiary to, merge, consolidate withrdoj or convey, transfer, lease or otherv
dispose of (whether in one transaction or in aesesf transactions) all or substantially all ofdssets (whether now owned or hereafter
acquired) to or in favor of any Person, except:

(a) any Subsidiary may merge with the Borroweryjated that the Borrower shall be the continuinganviving corporation, or with any one
or more Subsidiaries; provided that if any transacshall be between a Subsidiary and a Wholly-Glh&ebsidiary, the Wholly-Owned
Subsidiary shall be the continuing or survivingpmation; provided, further, no Subsidiary whicls tiadebtedness permitted under Section
7.5(e) or Contingent Obligations permitted undesti®a 7.8(d) shall merge with the Borrower or atlyes Subsidiary of the Borrower; and

(b) any Subsidiary may sell all or substantiallyddilits assets (upon voluntary liquidation or athise), to the Borrower or another Subsidiary
with respect to which the Borrower owns an equajreater percentage interest of the stock or @haity ownership interests.

7.4 LOANS AND INVESTMENTS

The Borrower shall not purchase or acquire, oresudf permit any Subsidiary to purchase or acqoirepake any commitment therefor, any
capital stock, equity interest, or any obligation®ther securities of, or any interest in, anysBar or make or commit to make any
Acquisitions, or make or commit to make any othlerelstment in, any Person including any Affiliatettodé Borrower, except for:

(@) Investments in Cash Equivalents;

(b) extensions of credit in the nature of accouateivable or notes receivable arising from the sallease of goods or services in the
ordinary course of business;
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(c) subject to Section 7.14(d), extensions of ¢regithe Borrower to any of its Subsidiaries ordny of its Subsidiaries to another of its
Subsidiaries;

(d) extensions of credit by the Borrower to anyt®@employees in an individual amount for each exypgé not to exceed $250,000 at any one
time outstanding, in an aggregate amount for ahsxtensions of credit not to exceed $1,000,0@Ghgpione time outstanding, and in all
cases having a maturity no longer than eighteepr(iths; and

(e) Investments in connection with Acquisitions &pkcial Investments to the extent the same areitped under Section 7.14(d) and, if b
before and after giving effect thereto, no DefaulEvent of Default exists would result therefrom;

provided, in the case of extensions of credit desdrin clauses (c) and (d) above, such Indebtedsteall rank at least pari passu with all
other Indebtedness of the borrowing Person and lsbalvidenced by a promissory note (which in theecof clause (c) shall be a demand
note) pledged by the Borrower or the lending Subsjdo the Agent, for the benefit of the Lenders.

7.5 LIMITATION ON INDEBTEDNESS

The Borrower shall not, and shall not suffer ompiéany Subsidiary to, create, incur, assume, stiffexist, or otherwise become or remain
directly or indirectly liable with respect to, alydebtedness, except:

(a) Indebtedness incurred pursuant to this Agreémen

(b) Indebtedness consisting of Contingent Obligetipermitted pursuant to Section 7.8;
(c) Indebtedness existing on the Closing Date ahdbsth in Schedule 7.5;

(d) Indebtedness consisting of Subordinated Dehtried after the Closing Date;

(e) Indebtedness of a Subsidiary which was theestilof an Acquisition permitted hereunder provitteat such Indebtedness existed at the
time of such Acquisition and was not incurred imtemplation thereof;
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(f) Indebtedness incurred in connection with capéases permitted pursuant to Section 7.9(a) oti&@e7.9(c) (without duplication of the
amounts permitted thereunder);

(9) Indebtedness secured by Liens permitted byi@egt1(k);

(h) Indebtedness of the Borrower consisting of @a@nt Obligations in respect of Indebtedness pigethunder Section 7.5(g) or in
connection with a capital lease permitted purstm®ection 7.9(c); provided, that the rental paytmamd amortization in respect thereof
shall, for purposes of determining compliance wfith limits set forth in Sections 7.1(k) and 7.9{e)treated as if payable by the Borrower;
and

() Indebtedness consisting of extensions of creélitmitted under Sections 7.4(c).
7.6 TRANSACTIONS WITH AFFILIATES

The Borrower shall not, and shall not suffer ompigany Subsidiary to, enter into any transactiatinany Affiliate of the Borrower, except
upon fair and reasonable terms no less favoraltteet®orrower or such Subsidiary than would obiaia comparable armlsength transactic
with a Person not an Affiliate of the Borrower oick Subsidiary; provided, that, such transactidvadl e permitted with respect to Wholly-
Owned Subsidiaries so long as either individuatljnahe aggregate such transactions could nobreddy be expected to result in a Material
Adverse Effect; provided, further, that such tranieams shall be permitted with respect to Subsidgafother than Wholly-Owned
Subsidiaries) so long as the aggregate value stiah transactions does not exceed $2,000,000.

7.7 USE OF PROCEEDS

(a) The Borrower shall not, and shall not suffepermit any Subsidiary to, use any portion of tleah proceeds, directly or indirectly, (i) to
purchase or carry Margin Stock, (ii) to repay dravtvise refinance indebtedness of the Borrowetloers incurred to purchase or carry
Margin Stock, (iii) to extend credit for the purgosf purchasing or carrying any Margin Stock, @) {0 acquire any security in any
transaction that is subject to Section 13 or 1thefExchange Act.

(b) The Borrower shall not, directly or indirectlyse any portion of the Loan proceeds (i) knowirtglpurchase Ineligible Securities from the
Arranger during any period in which the Arrangerkesma market in such Ineligible Securities, (iipkingly to purchase during the
underwriting or placement period Ineligible
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Securities being underwritten or privately placgdie Arranger, or (iii) to make payments of prjpadior interest on Ineligible Securities
underwritten or privately placed by the Arranged ésued by or for the benefit of the Borrower oy éffiliate of the Borrower. The
Arranger is a registered broker-dealer and perthitieunderwrite and deal in certain Ineligible S#@s; and "Ineligible Securities" means
securities which may not be underwritten or dealty member banks of the Federal Reserve Systeerund

Section 16 of the Banking Act of 1933 (12 U.S.Cctim 24, Seventh), as amended.

7.8 CONTINGENT OBLIGATIONS

The Borrower shall not, and shall not suffer ompieany Subsidiary to, create, incur, assume destid exist any Contingent Obligations
except:

(a) endorsements for collection or deposit in ttdn@ary course of business;

(b) Swap Contracts entered into in the ordinarysewf business for companies similarly situatethaBorrower as bona fide hedging
transactions including, without limitation, the Sw@ontracts required under
Section 6.13;

(c) Contingent Obligations of the Borrower andStsbsidiaries existing as of the Closing Date astetdi in Schedule 7.8;

(d) without duplication of the amounts permittedieanSection 7.5(e), Contingent Obligations of assdibry which was the subject of an
Acquisition permitted hereunder provided that sGamtingent Obligations existed at the time of sAcljuisition and were not incurred in
contemplation thereof; and

(e) without duplication of the amounts permittedlenSection 7.5(h), Contingent Obligations of ttgrBwer in respect of Indebtedness of
the type described therein, subject in any caseetdimits described therein.

7.9 LEASE OBLIGATIONS

The Borrower shall not, and shall not suffer ompéiany Subsidiary to, create or suffer to exist ahligations for the payment of rent for &
property under lease or agreement to lease, ef@mept

(a) leases of the Borrower and of Subsidiariesistence on the Closing Date and any renewal, sidaror refinancing thereof;
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(b) operating leases entered into by the Borrowamny Subsidiary after the Closing Date in the wady course of business for companies
similarly situated as the Borrower;

(c) capital leases other than those permitted ucldese (a) of this Section, entered into by the®ger or any Subsidiary after the Closing
Date to finance the acquisition of equipment; pded that the aggregate annual amount of rental pagaror all such capital leases as
required (or elected by the Borrower) to be sta@dGAAP in its cash flow statements as amortiratiogether with, without duplication, the
aggregate principal amortization in respect of btddness permitted under Section 7.5(f) shall roted in any fiscal year, $5,000,000.

7.10 RESTRICTED PAYMENTS

The Borrower shall not, and shall not suffer ompigiany Subsidiary to, declare or make any dividpagment or other distribution of assets,
properties, cash, rights, obligations or securibiesiccount of any shares of any class of its aagibck, or purchase, redeem or otherwise
acquire for value any shares of its capital stachry warrants, rights or options to acquire sudras, now or hereafter outstanding; except
that (a) the Borrower may declare and make dividemgdnents, stock splits, or other distributionsgidg solely in its common stock, (b) the
Borrower may purchase or redeem stock of the Bagrdmam former employees who acquired the stockymamt to an option plan of the
Borrower but with respect to which the former enygle's rights to such stock are not vested, (c)iSialbes of the Borrower which are
organized as limited liability companies or as tedi partnerships may, if no Default or Event of &sf then exists or would result therefrom,
declare and make the minimum amount of annual divid and distributions necessary in order for #renprs or members thereof, as the
case may be, to satisfy the tax liability accruimguch partners or members, in respect of th@nete of such Subsidiary and (d) in addi
to the foregoing, the Borrower and its Subsidiansy declare and pay dividends and distributiond,ta consummate purchases and
redemptions, in an aggregate annual amount notceeel $1,000,000 provided that no Default or Eeémefault exists or would result
therefrom.

7.11 ERISA

The Borrower shall not, and shall not suffer ompieéiany of its ERISA Affiliates to: (a) engage imanexempt prohibited transaction or
violation of ERISA's fiduciary responsibility rulegith respect to any Plan which has resulted otccceasonably expected to result in liabi

of the Borrower in an aggregate amount in exce$: @f00,000; or (b) engage in a transaction thaldoeasonably be expected to be subject
to Section 4069 or 4212(c) of ERISA.
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7.12 CHANGE IN BUSINESS

The Borrower shall not, and shall not suffer ompieany Subsidiary to, engage in any material bheusiness substantially different from
lines of business primarily relating to sales arstritbution of goods and services over the Intearet similar electronic media; it being
understood that Subsidiaries may engage in materé of business with respect to goods and seswanicillary or substantially related to the
foregoing.

7.13 ACCOUNTING CHANGES

The Borrower shall not, and shall not suffer ompéiany Subsidiary to, make any material changecitounting treatment or reporting
practices, except as required by GAAP, or changdisigal year of the Borrower or of any Subsidiggycept, in the case of Subsidiaries, to
the extent necessary for such Subsidiaries' figead and application of GAAP to be consistent i of the Borrower).

7.14 FINANCIAL COVENANTS

(&) Minimum Cash Balance. The Borrower shall mamégd all times a minimum balance of readily aviaidaunencumbered cash and Cash
Equivalents on deposit in deposit or similar acdsu least equal to the Required Cash Balance.

(b) EBITDA/Negative EBITDA Covenant. The BorroweEBITDA, measured at end of the first fiscal quade1998 for the quarter then
ended, at the end of the second fiscal quarte®®8 for the two consecutive fiscal quarters theteein at the end of the third fiscal quarter of
1998 for the three consecutive fiscal quarters #rated, and at each quarter end thereafter fahtke consecutive quarters then ended shall
not be less than the amounts indicated below foi suarter end (and, if expressed as a deficitBtireower's EBITDA loss shall not be
greater than the amount indicated below for theveait period):

[*]

provided that for purposes hereof, "EBITDA" shal determined without reduction for non-cash chaogesisting of expenses recognized
with respect to goodwill, intangibles, and purcliasesearch and development related to Acquisitp@nmitted hereunder and accounted for
during the relevant measuring period.

[ * ] Confidential Treatment Requested
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(c) Maximum Payable Days. As of the end of eaatefiguarter, the product of (i) the quotient of ¢Ag¢ accounts payable (excluding
accounts payable in respect of general administrathd marketing to the extent not included in oégfoods sold as reported per GAAP) of
the Borrower as of the end of such fiscal quartgddd by (B) the product of (I) the cost of goasd as reported per GAAP by the Borro
for such fiscal quarter and to be disclosed inrfaials to be filed with the SEC times (ll) 4 tim@$ 365, shall be equal to or less than 100.

(d) Capital Expenditures/Acquisitions. (i) Withaluplication, the aggregate capital expendituresanadquisitions consummated, and
Special Investments made pursuant to Section 7 dydhe Borrower and its Subsidiaries, shall naeed in any fiscal year the Capital
Expenditure Component plus [ * ] (excluding any EgfConsideration paid in connection therewithi). Gapital expenditures (excluding
Acquisitions) made by the Borrower and its Subsidfg in the aggregate, in any fiscal year, shatlaxceed the Capital Expenditure
Component for such fiscal year; (iii) The aggregateunt, without duplication, of Acquisitions consmated and Special Investments made
by the Borrower and its Subsidiaries in the aggef@ any fiscal year shall not exceed [ * ]; @ibg understood that the use of common
stock, $0.01 par value, of the Borrower, to consatencquisitions shall not be limited (includingseecified in the parenthetical clause at
the end of subsection (d)(i) above).

7.15 SUBORDINATED DEBT
Not, and not permit any of its Subsidiaries to:

(a) subject to clause (c) below, mak e any payment (whether of

principal, interest or otherwise) on any SubordddaDebt on any day other than the stated, schedaliedfor such payment set forth in the
documents and instruments evidencing such Subdediri2ebt (which shall in all cases for principalaideast 45 days later than the Maturity
Date);

(b) make any payment on any Subordinated Debtmtraeention or violation of the subordination piens thereof; or

(c) prepay, redeem, purchase or defease any SubtediDebt, or make any deposit for any of thedgoiry purposes; or

[ * ] Confidential Treatment Requested
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(d) enter into any amendment or modi fication of any Subordinated
Debt.

7.16 NON-MATERIAL SUBSIDIARIES

The Borrower shall not permit (i) the total (gross) revenues of all

Non-Material Subsidiaries in the aggregate for thegding four fiscal quarter period to exceed [ f {atal (gross) revenues of the Borrower
and all its Subsidiaries for such period or (ifalassets, as of the last day of the precediglfiguarter, with a net book value in excess of

[ *] of the total net book value of total assetdh®e Borrower and all its Subsidiaries, in eackecdased upon the Borrower's most recent
annual or quarterly financial statements delivecethe Agent under Section 6.1; provided, thatBberower shall have the power to desigr
in writing to the Agent any Non-Material Subsidiary a Material Subsidiary, subject to all provisiamthis Agreement concerning Material
Subsidiaries, (within three days of determining+tompliance with this Section 7.16) for the purmstcomplying with this

Section 7.16; provided further any Subsidiary whighcquired or formed in connection with a pereditAcquisition or otherwise has been a
Subsidiary of the Borrower for less than four fisgaarters shall, for purposes of the foregoingstaaclude its financial results for the
relevant fiscal quarters (i.e., those necessarggort four fiscal quarters of revenues) prior ézdiming a Subsidiary of the Borrower, as if
such Subsidiary had become a Subsidiary of theoBanr at the beginning of such four fiscal quarteriqd. Subject to the foregoing and
delivery of the certificate called for in Sectior26the Borrower may from time to time designatb$Sdiaries as Non-Material Subsidiaries.

ARTICLE VIII
EVENTS OF DEFAULT

8.1 EVENT OF DEFAULT
Any of the following shall constitute an "Event@éfault":

(a) Non-Payment. The Borrower fails to pay, (i) whand as required to be paid herein, any amouptio€ipal of any Loan, or (ii) within 5
days after the same becomes due, any interegir Ba®y other amount payable hereunder or undept®gr Loan Document; or

[ * ] Confidential Treatment Requested
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(b) Representation or Warranty. Any representatiowarranty by the Borrower or any Subsidiary maddeemed made herein, in any other
Loan Document, or which is contained in any cexdife, document or financial or other statementieyBorrower, any Subsidiary, or any
Responsible Officer, furnished at any time under ftgreement, or in or under any other Loan Docuisrincorrect in any material respect
on or as of the date made or deemed made; or

(c) Specific Defaults. (i) The Borrower fails torfl@m or observe any term, covenant or agreememtaaeed in any of Section 6.1, 6.2, 6.3
6.6 or in Article VIl other than Sections 7.6 and3, provided, failure to promptly notify the Agasita non-material Default shall not
constitute an Event of Default if the underlyingat giving rise to such Default has been curedaived; or (ii) the Borrower fails to perfor
or observe any term, covenant or agreement comtain®ection 6.9 and such default shall continuernedied for a period of 3 days; or

(d) Other Defaults. The Borrower or any Subsidiaayty thereto fails to perform or observe any oteem or covenant contained in this
Agreement or any other Loan Document, and suchuttefhall continue unremedied for a period of 29-dgor such longer period of time of
not more than 45 days as is reasonably necessanyg@rovided that the Borrower is diligently puirgy a cure and then only if the cure can
reasonably be effected during such extended peaitbel) the earlier of (i) the date upon which apResible Officer knew or reasonably
should have known of such failure or (ii) the dap®n which written notice thereof is given to ther®wer by the Agent or any Lender;
provided in the case of Warrants, such defaultl ghxddt with respect to or be asserted by, a haldereof which is a Lender or an Affiliate of
a Lender; or

(e) Cross-Default. The Borrower or any Subsidi@ryajls to make any payment in respect of any bitddness or Contingent Obligation
having an aggregate principal amount (includingramgh committed or available amounts and includimgants owing to all creditors under
any combined or syndicated credit arrangement)arerthan $1,000,000 when due (whether by schednédrity, required prepayment,
acceleration, demand, or otherwise) and such &adontinues after the applicable grace or noticogeif any, specified in the relevant
document on the date of such failure; or (ii) falgperform or observe any other condition or cargnor any other event shall occur or
condition exist, under any agreement or instrumelating to any such Indebtedness or Contingenig@tibn, and such failure continues after
the applicable grace or notice period, if any, #jtin the relevant document on the date of dadhre, if the effect of such failure, event or
condition is to cause, or to permit the holder aldbrs of such Indebtedness or beneficiary or beiaeies of such Indebtedness (or a trustee
or agent on behalf of
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such holder or holders or beneficiary or benefiegrto cause such Indebtedness to be declarezidadand payable prior to its stated
maturity, or such Contingent Obligation to becoraggble or cash collateral in respect thereof tddreanded; provided, in the case of
undrawn committed facilities which have not beamiaated by the parties (other than the BorrowatsoBubsidiaries) thereto, the Borrower
shall have ten (10) days to either cure the undeylglefault or terminate such facility; or

(f) Insolvency; Voluntary Proceedings. The Borroweiany Subsidiary (i) ceases or fails to be sdlvengenerally fails to pay, or admits in
writing its inability to pay, its debts as they bete due, subject to applicable grace periods,yif ahether at stated maturity or otherwise; (ii)
voluntarily ceases to conduct its business in tidinary course; (iii) commences any Insolvency Beating with respect to itself; or (iv) takes
any action to effectuate or authorize any of thredoing; or

(9) Involuntary Proceedings. (i) Any involuntarystivency Proceeding is commenced or filed agaivesBorrower or any Subsidiary, or any
writ, judgment, warrant of attachment, executiorsianilar process, is issued or levied against atsuitial part of the Borrower's or any
Subsidiary's properties, and any such proceedimpgtition shall not be dismissed, or such writgonnt, warrant of attachment, execution or
similar process shall not be released, vacatedligridjonded within 60 days after commencementdilor levy; (ii) the Borrower or any
Subsidiary admits the material allegations of atipetagainst it in any Insolvency Proceeding, oroader for relief (or similar order under
non-U.S. law) is ordered in any Insolvency Proceeggdor

(iii) the Borrower or any Subsidiary acquiescethi@ appointment of a receiver, trustee, custodianservator, liquidator, mortgagee in
possession (or agent therefor), or other similasétefor itself or a substantial portion of its peoty or business; or

(h) ERISA. (i) An ERISA Event shall occur with resg to a Pension Plan or Multiemployer Plan whiak resulted or could reasonably be
expected to result in liability of the Borrower wndTitle IV of ERISA to the Pension Plan, Multierapér Plan or the PBGC in an aggregate
amount in excess of $1,000,000; or (ii) the aggreganount of Unfunded Pension Liability among @hBion Plans at any time exceeds
$1,000,000; or (iii) the Borrower or any ERISA Aiffite shall fail to pay when due, after the expimatof any applicable grace period, any
installment payment with respect to its withdraligtbility under Section 4201 of ERISA under a Mettiployer Plan in an aggregate amount
in excess of $1,000,000; or

(i) Monetary Judgments. One or more non-interlogujedgments, non-interlocutory orders, decreearbitration awards is entered against
the Borrower
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or any Subsidiary involving in the aggregate ailigh(i) (to the extent not covered by independdritd-party insurance as to which the
insurer does not dispute coverage) as to any sorglelated series of transactions, incidents adimns, of $2,000,000 or more, or (ii) as to
any single or related series of transactions, ewtisl or conditions, of $10,000,000 or more (whetiterot covered by third-party insurance as
to which the insurer does not dispute coverage) the same shall remain unvacated and unstayedngeappeal for a period of 30 days after
the entry thereof; or

() Non-Monetary Judgments. Any non-monetary judgtmerder or decree is entered against the Borrawany Subsidiary which does or
would reasonably be expected to have a MateriakfghyEffect, and there shall be any period of 3eoutive days during which a stay of
enforcement of such judgment or order, by reasanpénding appeal or otherwise, shall not be ieotfior

(k) Change of Control. There occurs any Changeaft@! which shall have continued for three (3) slayr
() Adverse Change. There occurs a Material Advé&iféect; or

(m) Invalidity of Subordination Provisions. The suiination provisions of any agreement or instrunggverning any Subordinated Debt is
for any reason revoked or invalidated, or otherwisase to be in full force and effect, the Borravitsrshareholders, or their Affiliates contest
in any manner the validity or enforceability therepodenies that it has any further liability orligltion thereunder, or the Indebtedness
hereunder is for any reason subordinated or doelsave the priority contemplated by this Agreem@mrguch subordination provisions; or

(n) Collateral.

() (A) Any provision of any Collateral Documentahfor any reason cease to be valid and bindingroenforceable in any material respect
against the Borrower or any Subsidiary party tleetether than Non-Material Subsidiaries which dbmeve any material Collateral) or (B)
the Borrower or any Subsidiary shall state thatnoyision of any Collateral Document shall for aegson cease to be valid and binding on
or enforceable against the Borrower or any Subsigiarty thereto in writing or bring an action tmit its obligations or liabilities thereunds

or

(i) any Collateral Document shall for any reasothér than pursuant to the terms thereof) ceaseetiie a valid security interest in the
Collateral purported to be covered thereby or setturity interest shall for any reason cease to
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be a perfected and first priority security intens@th respect to any material item of collaterabjgat only to Permitted Liens.
8.2 REMEDIES
If any Event of Default occurs, the Agent shallthe request of, or may, with the consent of, tkguRred Lenders,

(a) if the Closing Date has not occurred, declaeecommitment of each Lender to make Loans toiteinated, whereupon such
commitments shall be terminated;

(b) declare the unpaid principal amount of all tartgling Loans, all interest accrued and unpaicetirerand all other amounts owing or
payable hereunder or under any other Loan Docutodrg immediately due and payable, without presentndemand, protest or other no
of any kind, all of which are hereby expressly vegiy the Borrower; and

(c) exercise on behalf of itself and the Lendersigihts and remedies available to it and the Lesd@der the Loan Documents or applicable
law;

provided, however, that upon the occurrence ofeargnt specified in subsection

(f) or (g) of Section 8.1 (in the case of claugefisubsection (g) upon the expiration of theddy- period mentioned therein), the obligatio
each Lender to make Loans shall automatically teatei and the unpaid principal amount of all outditasn Loans and all interest and other
amounts as aforesaid shall automatically becomeaddepayable without further act of the Agent oy hander.

8.3 RIGHTS NOT EXCLUSIVE

The rights provided for in this Agreement and thigeo Loan Documents are cumulative and are nousia of any other rights, powers,
privileges or remedies provided by law or in equdtlyunder any other instrument, document or ages¢mow existing or hereafter arising.

8.4 CERTAIN FINANCIAL COVENANT DEFAULTS

In the event that, after taking into account anyaotdinary charge to earnings taken or to be talseof the end of any fiscal period of the
Borrower (a "Charge"), and if solely by virtue afch Charge, there would exist an Event of Defauét tb the breach of any of Section 7.14
(b) as of such fiscal period end date, such EveEBedault shall be deemed to arise upon the eaofi¢a) the date after such fiscal period end
date on which the Borrower announces publicly It take, is taking or
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has taken such Charge (including an announcemehéiform of a statement in a report filed with 8&C) or, if such announcement is made
prior to such fiscal period end date, the dateithatich fiscal period end date, and (b) the detdBbrrower delivers to the Agent its audited
annual or unaudited quarterly financial statemantgespect of such fiscal period reflecting suctacge as taken.

8.5 NON-MATERIAL SUBSIDIARIES

Notwithstanding any provision hereof to the contrany no-compliance by a Non-Material Subsidiary (or thibufa of the Borrower to
cause a Non-Material Subsidiary to comply) withthar occurrence with respect to, the provisionSeidtions 5.16, 5.19, 6.7, 8.1(f) and 8.1(g)
shall not constitute an Event of Default unlesshsumn-compliance could reasonably be expectedve haMaterial Adverse Effect.

8.6 ACQUIRED SUBSIDIARIES

Notwithstanding anything contained in Section 8)1¢bthe contrary, the failure of any representatho warranty contained herein or any
the Loan Documents with respect to any Subsididrickvwas acquired pursuant to an Acquisition peedihereunder to be correct in all
material respects on or as of the date made oreigemade, which failure relates solely to eventsuonstances or conditions occurring or
existing prior to such Acquisition, shall not cahge a Default or Event of Default hereunder & tiggregate liability or impairment to
Collateral which could reasonably be expected saltdrom all such failures does not exceed $2 000,

ARTICLE IX
THE AGENT

9.1 APPOINTMENT AND AUTHORIZATION

Each Lender hereby irrevocably (subject to Sec@i@) appoints, designates and authorizes the Agdake such action on its behalf under
the provisions of this Agreement and each othenLDacument and to exercise such powers and pegaanh duties as are expressly
delegated to it by the terms of this Agreementiyr @ther Loan Document, together with such powsrara reasonably incidental thereto.
Notwithstanding any provision to the contricontained elsewhere in this Agreement or in angmoitloan Document, the Agent shall not have
any duties or responsibilities, except those exglyeset forth herein, nor shall the Agent have®dbemed to have any fiduciary relationship
with any Lender, and no implied covenants,
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functions, responsibilities, duties, obligationdiabilities shall be read into this Agreement ayather Loan Document or otherwise exist
against the Agent.

9.2 DELEGATION OF DUTIES

The Agent may execute any of its duties underAlgieement or any other Loan Document by or throagénts, employees or attorneys-in-
fact and shall be entitled to advice of counsekeoning all matters pertaining to such duties. Aent shall not be responsible for the
negligence or misconduct of any agent or attormefact that it selects with reasonable care.

9.3 LIABILITY OF AGENT

None of the Ager-Related Persons shall (i) be liable for any actadken or omitted to be taken by any of them umdén connection with

this Agreement or any other Loan Document or thegactions contemplated hereby (except for its gnoas negligence or willful
misconduct), or (ii) be responsible in any manwoedirty of the Lenders for any recital, statememtagsentation or warranty made by the
Borrower or any Subsidiary or Affiliate of the Bower, or any officer thereof, contained in this égment or in any other Loan Document

in any certificate, report, statement or other doent referred to or provided for in, or receivedthiy Agent under or in connection with, this
Agreement or any other Loan Document, or for thHeevaf or title to any Collateral, or the validitgyffectiveness, genuineness, enforceability
or sufficiency of this Agreement or any other Ldamcument, or for any failure of the Borrower or afiier party to any Loan Document to
perform its obligations hereunder or thereunder AgentRelated Person shall be under any obligation toLamgler to ascertain or to inqu
as to the observance or performance of any ofdheeanents contained in, or conditions of, this &gnent or any other Loan Document, o
inspect the properties, books or records of thed®eer or any of the Borrower's Subsidiaries or Wefes.

9.4 RELIANCE BY AGENT

(a) The Agent shall be entitled to rely, and shalfully protected in relying, upon any writingsodution, notice, consent, certificate, affida
letter, telegram, facsimile, telex or telephone sagg, statement or other document or conversagilievid by it to be genuine and correct
and to have been signed, sent or made by the pRgyeon or Persons, and upon advice and stateofdatml counsel (including counsel to
the Borrower), independent accountants and otheegréxselected by the Agent. The Agent shall bg fustified in failing or refusing to take
any action under this Agreement or any other Loanubnent unless it shall first receive such adviceomcurrence of the Required Lenders
as it deems
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appropriate and, if it so requests, it shall firstindemnified to its satisfaction by the Lendegaiast any and all liability and expense which
may be incurred by it by reason of taking or camitig to take any such action. The Agent shall icases be fully protected in acting, or in
refraining from acting, under this Agreement or atlyer Loan Document in accordance with a requestiesent of the Required Lenders
such request and any action taken or failure tgpaguant thereto shall be binding upon all ofltbaders.

(b) For purposes of determining compliance withabaditions specified in Section 4.1, each Lentat bas executed this Agreement sha
deemed to have consented to, approved or acceptede satisfied with, each document or other enaither sent by the Agent to such
Lender for consent, approval, acceptance or satisfg or required thereunder to be consented approved by or acceptable or satisfactory
to the Lender.

9.5 NOTICE OF DEFAULT

The Agent shall not be deemed to have knowledgmtice of the occurrence of any Default or EvenbDefault, except with respect to
defaults in the payment of principal, interest &gk required to be paid to the Agent for the aotofithe Lenders, unless the Agent shall
have received written notice from a Lender or tloerBwer referring to this Agreement, describingtsDefault or Event of Default and
stating that such notice is a "notice of defaulhe Agent will notify the Lenders of its receiptariy such notice. The Agent shall take such
action with respect to such Default or Event of dddff as may be requested by the Required Lendersciordance with Article VIII; provide
however, that unless and until the Agent has receany such request, the Agent may (but shall eattfigated to) take such action, or
refrain from taking such action, with respect talsDefault or Event of Default as it shall deemiadile or in the best interest of the Lend

9.6 CREDIT DECISION

Each Lender acknowledges that none of the AgeratBa&IPersons has made any representation or watecaiitand that no act by the Agent
hereinafter taken, including any review of the affaf the Borrower and its Subsidiaries, shaltkemed to constitute any representation or
warranty by any AgenRelated Person to any Lender. Each Lender repiesettie Agent that it has, independently and withieliance upol
any Agent-Related Person and based on such docsiaetinformation as it has deemed appropriategritagdwn appraisal of and
investigation into the business, prospects, operatiproperty, financial and other condition aretigworthiness of the Borrower and its
Subsidiaries, the value of and title to any Coliateand all applicable bank regulatory laws relgtio the transactions
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contemplated hereby, and made its own decisiontr énto this Agreement and to extend credit ®Blorrower hereunder. Each Lender ¢
represents that it will, independently and withaeltance upon any Agent-Related Person and bassdandocuments and information as it
shall deem appropriate at the time, continue toenkown credit analysis, appraisals and decisioteking or not taking action under this
Agreement and the other Loan Documents, and to rmiade investigations as it deems necessary tonmiiself as to the business, prospects,
operations, property, financial and other conditimal creditworthiness of the Borrower. Except fotices, reports and other documents
expressly herein required to be furnished to thadiees by the Agent, the Agent shall not have arty duresponsibility to provide any Lenc
with any credit or other information concerning thesiness, prospects, operations, property, fiahacd other condition or creditworthiness
of the Borrower which may come into the posseseicamy of the Agent-Related Persons.

9.7 INDEMNIFICATION OF AGENT

Whether or not the transactions contemplated hemedgonsummated, the Lenders shall indemnify wjgznand the Agent-Related Persons
(to the extent not reimbursed by or on behalf efBorrower and without limiting the obligation dfet Borrower to do so), pro rata, from and
against any and all Indemnified Liabilities; proed] however, that no Lender shall be liable forgagment to the Agent-Related Persons of
any portion of such Indemnified Liabilities resaotjisolely from such Person's gross negligence Ifulvinisconduct. Without limitation of

the foregoing, each Lender shall reimburse the Agpan demand for its ratable share of any costaitof-pocket expenses (including
Attorney Costs) incurred by the Agent in connectigth the preparation, execution, delivery, adntnaiion, modification, amendment or
enforcement (whether through negotiations, legat@edings or otherwise) of, or legal advice in eespf rights or responsibilities under, t
Agreement, any other Loan Document, or any docuroamtemplated by or referred to herein, to the mbxtigat the Agent is not reimbursed
for such expenses by or on behalf of the Borrowke undertaking in this Section shall survive thgment of all Obligations hereunder and
the resignation or replacement of the Agent.

9.8 AGENT IN INDIVIDUAL CAPACITY

Deutsche Bank and its Affiliates may make loansssye letters of credit for the account of, acakgposits from, acquire equity interests in
and generally engage in any kind of banking, tfiiséncial advisory, underwriting or other busin@sth the Borrower and its Subsidiaries
and Affiliates as though Deutsche Bank were not&pent hereunder and without notice to or conséth@Lenders. The Lenders
acknowledge that, pursuant to such activities, Behe Bank or its Affiliates may
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receive information regarding the Borrower or itiliates (including information that may be subjés confidentiality obligations in favor
the Borrower or such Subsidiary) and acknowledgettie Agent shall be under no obligation to prevddch information to them. With
respect to its Loans, Deutsche Bank shall havedh®e rights and powers under this Agreement astliey Lender and may exercise the
same as though it were not the Agent, and the térersder” and "Lenders" include Deutsche Banksnrdividual capacity.

9.9 SUCCESSOR AGENT

The Agent may, and at the request of the Requiesttlers shall, resign as Agent upon 30 days' ntitiee Lenders. If the Agent resigns
under this Agreement, the Required Lenders shabiap from among the Lenders a successor agetihéocenders which successor agent
shall, if no Default or Event of Default then esisbe approved by the Borrower. If no successontageppointed prior to the effective date
of the resignation of the Agent, the Agent may apip@fter consulting with the Lenders and the Barer, a successor agent from among the
Lenders. Upon the acceptance of its appointmestiesessor agent hereunder, such successor agkisuskaed to all the rights, powers and
duties of the retiring Agent and the term "Agerta mean such successor agent and the retiringtsg@ppointment, powers and duties as
Agent shall be terminated. After any retiring Ademesignation hereunder as Agent, the provisidiisi® Article 1X and Sections 10.4 and
10.5 shall inure to its benefit as to any acti@keh or omitted to be taken by it while it was Agender this Agreement. If no successor a
has accepted appointment as Agent by the date vis&h days following a retiring Agent's noticeresignation, the retiring Agent's
resignation shall nevertheless thereupon becoreetefé and the Lenders shall perform all of theéedubf the Agent hereunder until such
time, if any, as the Required Lenders appoint @esgor agent as provided for above.

9.10 WITHHOLDING TAX

(a) If any Lender is a "foreign corporation, parstep or trust" within the meaning of the Code andh Lender claims exemption from, or a
reduction of, U.S. withholding tax under Sectiodg1 or 1442 of the Code, such Lender agrees widhrafavor of the Agent, to deliver to
the Agent:

(i) if such Lender claims an exemption from, oeduction of, withholding tax under a United Statestreaty, properly completed IRS For
1001 and W-8 before the payment of any interetfteérfirst calendar year and before the paymennhgfisterest in each third succeeding
calendar year during which interest may be paiceutiis Agreement;

-71-



(i) if such Lender claims that interest paid unttés Agreement is exempt from United States wittiimg tax because it is effectively
connected with a United States trade or businesaaif Lender, two properly completed and executgies of IRS Form 4224 before the
payment of any interest is due in the first taxatdar of such Lender and in each succeeding tay&aleof such Lender during which interest
may be paid under this Agreement, and IRS Form \af§;

(iii) such other form or forms as may be requireder the Code or other laws of the United States@mdition to exemption from, or
reduction of, United States withholding tax.

Such Lender agrees to promptly notify the Agerdamf change in circumstances which would modifyemder invalid any claimed exempti
or reduction.

(b) If any Lender claims exemption from, or redantof, withholding tax under a United States taaty by providing IRS Form 1001 and
such Lender sells, assigns, grants a participatioor otherwise transfers all or part of the Oatigns of the Borrower to such Lender, such
Lender agrees to notify the Agent of the percentageunt in which it is no longer the beneficial @viof Obligations of the Borrower to st
Lender. To the extent of such percentage amouatgent will treat such Lender's IRS Form 1001 @$onger valid.

(c) If any Lender claiming exemption from Unitedatgts withholding tax by filing IRS Form 4224 withet Agent sells, assigns, grants a
participation in, or otherwise transfers all ortpafrthe Obligations of the Borrower to such Lendrch Lender agrees to undertake sole
responsibility for complying with the withholdingst requirements imposed by Sections 1441 and 1##2dCode.

(d) If any Lender is entitled to a reduction in #yplicable withholding tax, the Agent may withh&dm any interest payment to such Lender
an amount equivalent to the applicable withholdaegafter taking into account such reduction. & farms or other documentation required
by subsection (a) of this Section are not delivdéceithe Agent, then the Agent may withhold from amgrest payment to such Lender not
providing such forms or other documentation an amequivalent to the applicable withholding tax.

(e) If the IRS or any other Governmental Authodfythe United States or other jurisdiction assartéaim that the Agent did not properly
withhold tax from amounts paid to or for the acdoafnany Lender (because the appropriate form veaslelivered, was not properly
executed, or because such Lender failed to ndtéyAgent of a change in circumstances which rendie exemption from, or reduction
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of, withholding tax ineffective, or for any othexason) such Lender shall indemnify the Agent ffdlyall amounts paid, directly or indirectly,
by the Agent as tax or otherwise, including peraltind interest, and including any taxes imposeshipyjurisdiction on the amounts payable
to the Agent under this Section, together withcalits and expenses (including Attorney Costs).dldtigation of the Lenders under this
subsection shall survive the payment of all Oblaya and the resignation or replacement of the Agen

9.11 COLLATERAL MATTERS

(a) The Agent is authorized on behalf of all thewders, without the necessity of any notice to ottier consent from the Lenders, from time
to time to take any action with respect to any &elal or the Collateral Documents which may beessary to perfect and maintain perfected
the security interest in and Liens upon the Calidtgranted pursuant to the Collateral Documents.

(b) The Lenders irrevocably authorize the Agenttsabption and in its discretion, to release amnlgranted to or held by the Agent upon
Collateral (i) upon termination of the Commitmeatsl payment in full of all Loans and all other @hlions known to the Agent and payable
under this Agreement or any other Loan Documentcd@instituting property sold or to be sold or dispd of as part of or in connection with
any disposition permitted hereunder; (iii) consiitg property in which the Borrower or any Subsigiawned no interest at the time the Lien
was granted or at any time thereafter;

(iv) constituting property leased to the Borroweray Subsidiary under a lease which has expirdgben terminated in a transaction
permitted under this Agreement or is about to expind which has not been, and is not intendeddBdrower or such Subsidiary to be,
renewed or extended; (v) consisting of an instrumegidencing Indebtedness or other debt instrunitiite indebtedness evidenced thereby
has been paid in full; or (vi) if approved, autlzed or ratified in writing by the Required Lendersall the Lenders, as the case may be, as
provided in subsection 10.1(f). Upon request byAgent at any time, the Lenders will confirm in timg the Agent's authority to release
particular types or items of Collateral pursuanthis subsection 9.11(b).

(c) Each Lender agrees with and in favor of eablerogwhich agreement shall not be for the benétihe Borrower or any Subsidiary) that
Borrower's obligation to such Lender under thiséggnent and the other Loan Documents is not andiretdbe secured by any real property
collateral now or hereafter acquired by such Lender
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ARTICLE X
MISCELLANEOUS

10.1 AMENDMENTS AND WAIVERS

No amendment or waiver of any provision of this Agreement or any other

Loan Document, and no consent with respect to apadure by the Borrower or any applicable Subsjdiaerefrom, shall be effective unl
the same shall be in writing and signed by the Redu_enders (or by the Agent at the written requéshe Required Lenders) and the
Borrower and acknowledged by the Agent, and thgnsach waiver or consent shall be effective onlyhia specific instance and for the
specific purpose for which given; provided, howewkat no such waiver, amendment, or consent alrdiss in writing and signed by all the
Lenders and the Borrower and acknowledged by thenfAglo any of the following:

(a) increase or extend the Commitment of any Lefmlereinstate any Commitment terminated pursuatection 8.2), unless such Lender
has consented thereto in writing;

(b) postpone or delay any date fixed by this Agreetor any other Loan Document for any paymentiiiog without limit mandatory
prepayments) of principal, interest, fees or otdrapunts due to the Lenders (or any of them) heumdunder any other Loan Document;

(c) reduce the principal of, or the rate of inteésgsecified herein on any Loan, or (subject to s#a(ii) below) any fees or other amounts
payable hereunder or under any other Loan Document;

(d) change the percentage of the Commitments tireohggregate unpaid principal amount of the Laenish is required for the Lenders or
any of them to take any action hereunder; or

(e) amend the definition of "Required Lenders,$t8ection, or
Section 2.13, or any provision herein providingdonsent or other action by all Lenders; or

(f) release any material portion of the Collateratept as otherwise may be provided in a Loan Decuror except where the consent of the
Required Lenders only is specifically provided for;

and, provided further, that (i) no amendment, wadreconsent shall, unless in writing and signedHgyAgent in addition to the Required
Lenders or all the Lenders, as the case may hegtaffe rights or duties of the Agent under this

-74-



Agreement or any other Loan Document, and (ii)@Goenmitment Letter may be amended, or rights oriledes thereunder waived, in a
writing executed by the parties thereto.

10.2 NOTICES

(@) All notices, requests and other communicatgiradl be in writing (including, unless the contexpressly otherwise provides, by facsimile
transmission, provided that any matter transmitigthe Borrower by facsimile

() shall be immediately confirmed by a telephoa# t the recipient at the number specified onegictle 10.2, and (ii) shall be followed
promptly by delivery of a hard copy original thefeand mailed, faxed or delivered, to the addredacsimile number specified for notices
Schedule 10.2; or, as directed to the BorroweherAgent, to such other address as shall be deshbs such party in a written notice to the
other parties, and as directed to any other pattytich other address as shall be designated hypsuy in a written notice to the Borrower
and the Agent.

(b) All such notices, requests and communicatitradl swhen transmitted by overnight delivery, axdd, be effective when delivered for
overnight (next-day) delivery, or transmitted igilde form by facsimile machine, respectively, fomailed, upon the third Business Day after
the date deposited into the U.S. mail, or if detk upon delivery; except that notices pursuantrtile 11 or IX shall not be effective until
actually received by the Agent.

(c) Any agreement of the Agent and the Lendersihéoereceive certain notices by telephone or fadsiis solely for the convenience and at
the request of the Borrower. The Agent and the bemdhall be entitled to rely on the authority o #erson purporting to be a Person
authorized by the Borrower to give such notice #medAgent and the Lenders shall not have any itgitd the Borrower or other Person on
account of any action taken or not taken by thenAge the Lenders in reliance upon such telephonfacsimile notice. The obligation of the
Borrower to repay the Loans shall not be affectedrny way or to any extent by any failure by theeAgand the Lenders to receive written
confirmation of any telephonic or facsimile notimethe receipt by the Agent and the Lenders ofrdicnation which is at variance with the
terms understood by the Agent and the Lenders tmbtained in the telephonic or facsimile notice.

10.3 NO WAIVER; CUMULATIVE REMEDIES
No failure to exercise and no delay in exercisomgthe part of the Agent or any Lender, any rigitedy, power ¢
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privilege hereunder, shall operate as a waiveetifenor shall any single or partial exercise of aght, remedy, power or privilege hereun
preclude any other or further exercise thereoherexercise of any other right, remedy, power 4ilpge.

10.4 COSTS AND EXPENSES
The Borrower shall:

(a) whether or not the transactions contemplated hereby are

consummated, pay or reimburse Deutsche Bank (iirgjud its capacity as Agent) within five Busind3ays after demand (subject to
subsection 4.1(e)) for all reasonable costs anéresgs incurred by Deutsche Bank (including inagsacity as Agent) in connection with the
development, preparation, delivery, administragon execution of, and any amendment, supplementemar modification to (in each case,
whether or not consummated), this Agreement, aranl@ocument and any other documents prepared imection herewith or therewith,
and the consummation of the transactions conteetplagreby and thereby, including reasonable Atio@wsts incurred by Deutsche Bank
(including in its capacity as Agent) with respdwreto, but excluding printing, duplicating, magliand travel costs related to the syndication
of the Loans; and

(b) pay or reimburse the Agent, the Arranger arahéander within five Business Days after demambject to subsection 4.1(e)) for all
costs and expenses (including reasonable AttormsysCincurred by them in connection with the ecdonent, attempted enforcement, or
preservation of any rights or remedies under tlgee@ment or any other Loan Document during thetexé® of an Event of Default or after
acceleration of the Loans (including in connectioth any "workout" or restructuring regarding thedns, and including in any Insolvency
Proceeding or appellate proceeding); and

(c) pay or reimburse Deutsche Bank (including srcipacity as Agent) within five Business Daysradmand (subject to subsection 4.1(e))
for all appraisal (including the allocated costrdgérnal appraisal services), audit, environmeimspection and review (including the alloca
cost of such internal services), search and fitiogts, fees and expenses, incurred or sustainBabigche Bank (including in its capacity as
Agent) in connection with the matters referred nder subsections (a) and (b) of this Section.

10.5 BORROWER INDEMNIFICATION

(&) Whether or not the transactions contemplateeldyeare consummated, the Borrower shall indemdiyend and hold the Agent-Related
Persons, and each Lender and each of its respeéfivers, directors, employees, counsel, agents an
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attorneys-in-fact (each, an "Indemnified Persoriniiess from and against any and all liabilitiddjgations, losses, damages, penalties,
actions, judgments, suits, costs, charges, expamskdisbursements (including reasonable Attornests) of any kind or nature whatsoever
which may at any time (including at any time foliogy repayment of the Loans and the terminatiorignedion or replacement of the Agen
replacement of any Lender) be imposed on, incusyedr asserted against any such Person in any elatyng to or arising out of this
Agreement or any document contemplated by or redet@ herein, or the transactions contemplateddyem any action taken or omitted by
any such Person under or in connection with arth@foregoing, including with respect to any inigestion, litigation or proceeding
(including any Insolvency Proceeding or appellatecpeding) related to or arising out of this Agreatror the Loans or the use of the
proceeds thereof, whether or not any Indemnified®eis a party thereto (all the foregoing, coliesly, the "Indemnified Liabilities");
provided, that the Borrower shall have no obligati@reunder to any Indemnified Person with respebkidemnified Liabilities resulting
solely from the gross negligence or willful miscantiof or from a breach of contract by such InddiediPerson. The agreements in this
Section shall survive payment of all other Obligas.

(c) Survival; Defense. The obligations in this $mtshall survive payment of all other ObligatioAs$ the election of any Indemnified Pers:
the Borrower shall defend such Indemnified Perssingulegal counsel reasonably satisfactory to smdbmnified Person in such Person's
sole discretion, at the sole cost and expensesdBttrower. All amounts owing under this Sectioalshe paid within 30 days after demand.

10.6 MARSHALLING; PAYMENTS SET ASIDE

Neither the Agent nor the Lenders shall be undgradatigation to marshall any assets in favor of Bogrower or any other Person or aga

or in payment of any or all of the Obligations. fiie extent that the Borrower makes a payment té\tent or the Lenders, or the Agent or
the Lenders exercise their right of set-off, anchspayment or the proceeds of such set-off or amythereof are subsequently invalidated,
declared to be fraudulent or preferential, setesidrequired (including pursuant to any settlenesiéred into by the Agent or such Lender in
its discretion) to be repaid to a trustee, recedraany other party, in connection with any Insolee Proceeding or otherwise, then (a) to the
extent of such recovery the obligation or partéleéoriginally intended to be satisfied shall beived and continued in full force and effect

if such payment had not been made or such setadfinot occurred, and (b) each Lender severallyeagiepay to the Agent upon demand its
pro rata share of any amount so recovered frorepaid by the Agent.
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10.7 SUCCESSORS AND ASSIGNS

The provisions of this Agreement shall be bindipgmiand inure to the benefit of the parties heaeih their respective successors and
assigns, except that the Borrower may not assigransfer any of its rights or obligations undas thgreement without the prior written
consent of the Agent and each Lender.

10.8 ASSIGNMENTS, PARTICIPATIONS, ETC.

(a) Any Lender may, with the written consent of Agent and the Borrower which shall not be unreabgnwithheld, at any time assign and
delegate to one or more Eligible Assignees (praVithat no written consent of the Agent or the Baeroshall be required in connection with
any assignment and delegation by a Lender to gyibldiAssignee that is an Affiliate of such Lendeto another Lender; provided, further,
no Borrower consent shall be required if thereésmtinuing Default or an Event of Default) (each"Assignee") all, or any ratable part of
all, of the Loans, the Commitments and the ottggrts and obligations of such Lender hereunder,nmirdamum amount of $5,000,000;
provided, however, that the Borrower and the Ageay continue to deal solely and directly with steimder in connection with the interest
so assigned to an Assignee until (i) written notiEsuch assignment, together with payment instsast addresses and related information
with respect to the Assignee, shall have been divéne Borrower and the Agent by such Lender aedAssignee; (ii) such Lender and its
Assignee shall have delivered to the Borrower &iedAgent an Assignment and Acceptance in the fdrExbibit D ("Assignment and
Acceptance") together with any Note or Notes suligsuch assignment and (iii) the assignor Ledekssignee has paid to the Agent a
processing fee in the amount of $3,500.

(b) From and after the date that the Agent notifiesassignor Lender that the proposed assigraseapproved Eligible Assignee (to the
extent approval is necessary), that it has recdjaed provided its consent with respect to) an etezt Assignment and Acceptance and
payment of the aboveeferenced processing fee, (i) the Assignee theleushall be a party hereto and, to the extentriblats and obligation
hereunder have been assigned to it pursuant toAsgignment and Acceptance, shall have the righdsobligations of a Lender under the
Loan Documents, and (ii) the assignor Lender stathe extent that rights and obligations hereumadeé under the other Loan Documents
have been assigned by it pursuant to such AssignamehAcceptance, relinquish its rights and beassdée from its obligations under the Loan
Documents.

(c) Within five Business Days after its receiptatice by the Agent that it has received an execAtsignment and Acceptance and payment
of the processing
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fee, the Borrower shall execute and deliver toAbent, new Notes evidencing such Assignee's asgigoans and Commitment and, if the
assignor Lender has retained a portion of its L@amsits Commitment, replacement Notes in the pailamount of the Loans retained by
the assignor Lender (such Notes to be in exchamgédt not in payment of, the Notes held by suehder). Immediately upon each
Assignee's making its processing fee payment uh@efAssignment and Acceptance, this Agreement blealleemed to be amended to the
extent, but only to the extent, necessary to reftee addition of the Assignee and the resultingstchent of the Commitments arising
therefrom. The Commitment allocated to each Assgtall reduce such Commitments of the assignimgl&epro tanto.

(d) Any Lender may at any time sell to one or mowenmercial banks or other Persons not AffiliatethefBorrower (a "Participant”)
participating interests in any Loans, the Commithw#rihat Lender and the other interests of thatdes (the "originating Lender") hereunder
and under the other Loan Documents; provided, hewedhat (i) the originating Lender's obligatiomsder this Agreement shall remain
unchanged, (ii) the originating Lender shall rensoiely responsible for the performance of sucligalibns, (iii) the Borrower and the Agent
shall continue to deal solely and directly with tireginating Lender in connection with the origiimat Lender's rights and obligations under
this Agreement and the other Loan Documents, @/.ender shall transfer or grant any participatimgrest under which the Participant has
rights to approve any amendment to, or any consewhiver with respect to, this Agreement or aryeotoan Document, except to the
extent such amendment, consent or waiver wouldiregmanimous consent of the Lenders as describ#ifirst proviso to Section 10.1,
and (v) each such participation shall be in an eggge principal amount of at least $3,000,000 §ohdesser amount as shall equal the po
of the originating Lender's Loans for which papgting interests have not been sold hereundetielicase of any such participation, the
Participant shall be entitled to the benefit oftiers 3.1, 3.3 and 10.5 as though it were alsoraleehereunder, and if amounts outstanding
under this Agreement are due and unpaid, or shak lheen declared or shall have become due andlpayzon the occurrence of an Event
of Default, each Participant shall be deemed tehhg right of set-off in respect of its participatinterest in amounts owing under this
Agreement to the same extent as if the amounsgfdtticipating interest were owing directly ta# a Lender under this Agreement.

(e) Notwithstanding any other provision in this Agment, any Lender may at any time create a seduotérest in, or pledge, all or any
portion of its rights under and interest in thisrégment and the Note held by it in favor of anydratiReserve Bank in accordance with
Regulation A of the FRB or U.S. Treasury Regulaidn
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CFR Section 203.14, and such Federal Reserve Baglenforce such pledge or security interest inraapner permitted under applicable
law.

10.9 CONFIDENTIALITY

Agent and each Lender agree to take and to caageAtiliates to take normal and reasonable préicas and exercise due care to maintain
the confidentiality of all information identifiedsdconfidential" or "secret" by the Borrower as &l information that, given its nature, shc
reasonably be believed by such Persons to be @miféd, provided to them by the Borrower or any Sdiary, or by the Agent on such
Borrower's or Subsidiary's behalf, under this Agresat or any other Loan Document. Neither the AgiretLender nor any of their Affiliates
shall use any such information other than in cotioeavith or in enforcement of this Agreement ahd dbther Loan Documents or to the
extent such information (i) was or becomes genegalhilable to the public other than as a resuttis€losure by the Agent, such Lender, or
their respective Affiliate or (ii) was or becomas#able on a non-confidential basis from a sowtter than the Borrower or a Subsidiary,
provided that such source is not bound by a confidity agreement with the Borrower or a Subsigianown to the Agent, such Lender, or
their respective Affiliate; provided, however, thlae Agent, any Lender, or any of their respechiffidiates may disclose such information at
the request or pursuant to any requirement of amye@mental Authority to which the Lender is subjecin connection with an examination
of such Lender by any such authority (with subsatunetice thereof promptly given to the Borrower,) after having given notice to the
Borrower (unless such notice is prohibited by lanyl reasonable opportunity, in light of the circtanses, for the Borrower to obtain a
confidentiality agreement or a protective ordeb&antively similar to the requirements herein)apgropriate, (A) pursuant to subpoena or
other court process; (B) when required to do sacitordance with the provisions of any applicablgu®ement of Law; (C) to the extent
reasonably required in connection with any litigator proceeding to which the Agent, any Lendeheir respective Affiliates may be party;
(D) to the extent reasonably required in conneactitth the exercise of any remedy hereunder or uadgrother Loan Document; provided,
further, that the Agent, any Lender, or any ofthespective Affiliates may disclose such inforraat{W) to such Lender's independent
auditors and other professional advisors; (X) tp Rarticipant or Assignee, actual or potentialvjited that such Person agrees in writing for
the express benefit of the Borrower to keep sufdrimation confidential to the same extent requiveéthe Lenders hereunder; (Y) as to any
Lender or its Affiliate, as expressly permitted anthe terms of any other document or agreemeatdayy confidentiality to which the
Borrower or any Subsidiary is party or is deemedypaith such Lender or such Affiliate; and (Z)its Affiliates; however, in each of the
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foregoing clauses (W) through (2), (i) the agreemmeferred to in clause (Y) is made for the expiemsefit of the Borrower; (ii) disclosure to
any Person is prohibited unless the Agent or swatder believes in good faith that such Personti@mompetitor of the Borrower; and (iii)
any disclosure made in accordance with the foregoiauses (W) through (Z) is made to Persons onlg need-to-know basis.

10.10 SET-OFF

In addition to any rights and remedies of the Lesgeovided by law, if an Event of Default existstlee Loans have been accelerated, each
Lender is authorized at any time and from timart@t without prior notice to the Borrower, any sumdtice being waived by the Borrower to
the fullest extent permitted by law, to set off apugly any and all deposits (general or speciale tor demand, provisional or final) at any
time held by, and other indebtedness at any timiagWy, such Lender to or for the credit or thecant of the Borrower against any and all
Obligations owing to such Lender, now or hereadtdsting, irrespective of whether or not the Agensuch Lender shall have made demand
under this Agreement or any Loan Document and aihcsuch Obligations may be contingent or unmatutadh Lender agrees promptly to
notify the Borrower and the Agent after any sudhagBand application made by such Lender; provjdezlvever, that the failure to give such
notice shall not affect the validity of such set-afid application.

10.11 AUTOMATIC DEBITS OF FEES

With respect to any arrangement fee, underwriteegdr other fee, or any other cost or expenseu(imeg Attorney Costs) due and payable to
the Agent, Deutsche Bank or the Arranger undet_trem Documents, the Borrower hereby irrevocablyarites Deutsche Bank to debit any
deposit account of the Borrower with Deutsche Biangn amount such that the aggregate amount defoitedall such deposit accounts does
not exceed such fee or other cost or expenseeiiétare insufficient funds in such deposit accotmtover the amount of the fee or other cost
or expense then due, such debits will be reveiisadtole or in part, in Deutsche Bank's sole diserg and such amount not debited shall be
deemed to be unpaid. No such debit under this

Section shall be deemed a set-off.

10.12 NOTIFICATION OF ADDRESSES, LENDING OFFICESTE.

Each Lender shall notify the Agent in writing ofyarhanges in the address to which notices to timel€eshould be directed, of addresses of
any Lending Office, of payment instructions in respof all payments to be made to it hereunderddirstich other administrative information
as the Agent shall reasonably request.

-81-



10.13 COUNTERPARTS

This Agreement may be executed in any number airs¢g counterparts, each of which, when so execshedl be deemed an original, and
all of said counterparts taken together shall ol to constitute but one and the same instrument.

10.14 SEVERABILITY

The illegality or unenforceability of any provisiar this Agreement or any instrument or agreemegtiired hereunder shall not in any way
affect or impair the legality or enforceability thfe remaining provisions of this Agreement or amstiument or agreement required hereur

10.15 NO THIRD PARTIES BENEFITED

This Agreement is made and entered into for the padtection and legal benefit of the Borrower, ltkaders, the Agent and the Agent-
Related Persons, and their permitted successorassighs, and no other Person shall be a diréotimect legal beneficiary of, or have any
direct or indirect cause of action or claim in ceation with, this Agreement or any of the other h@ocuments.

10.16 GOVERNING LAW AND JURISDICTION

(a) THIS AGREEMENT AND THE NOTES SHALL BE GOVERNEBY, AND CONSTRUED IN ACCORDANCE WITH, THE LAW OF
THE STATE OF NEW YORK; PROVIDED THAT THE AGENT ANOHE LENDERS SHALL RETAIN ALL RIGHTS ARISING UNDEI
FEDERAL LAW.

(b) ANY LEGAL ACTION OR PROCEEDING WITH RESPECT TOHIS AGREEMENT OR ANY OTHER LOAN DOCUMENT MAY
BE BROUGHT IN THE COURTS OF THE STATE OF NEW YORKRIOF THE UNITED STATES FOR THE SOUTHERN DISTRICT
OF NEW YORK, AND BY EXECUTION AND DELIVERY OF THISAGREEMENT, EACH OF THE BORROWER, THE AGENT AND
THE LENDERS CONSENTS, FOR ITSELF AND IN RESPECT OB PROPERTY, TO THE NON-EXCLUSIVE JURISDICTION OF
THOSE COURTS. EACH OF THE BORROWER, THE AGENT ANBIE LENDERS IRREVOCABLY WAIVES ANY OBJECTION,
INCLUDING ANY OBJECTION TO THE LAYING OF VENUE OR BSED ON THE GROUNDS OF FORUM NON CONVENIENS,
WHICH IT MAY NOW OR HEREAFTER HAVE TO THE BRINGINGOF ANY ACTION OR PROCEEDING IN SUCH JURISDICTION
IN RESPECT OF THIS AGREEMENT OR ANY DOCUMENT RELATEHERETO. THE BORROWER, THE AGENT AND THE
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LENDERS EACH WAIVE PERSONAL SERVICE OF ANY SUMMONS, COMPLAINT OR OTHER PROCESS, WHICH MAY BE
MADE BY ANY OTHER MEANS PERMITTED BY NEW YORK LAW.

10.17 WAIVER OF JURY TRIAL

THE BORROWER, THE LENDERS AND THE AGENT EACH WAIVEHEIR RESPECTIVE RIGHTS TO A TRIAL BY JURY OF ANY
CLAIM OR CAUSE OF ACTION BASED UPON OR ARISING OUODF OR RELATED TO THIS AGREEMENT, THE OTHER LOAN
DOCUMENTS, OR THE TRANSACTIONS CONTEMPLATED HEREBYR THEREBY, IN ANY ACTION, PROCEEDING OR OTHER
LITIGATION OF ANY TYPE BROUGHT BY ANY OF THE PARTIES AGAINST ANY OTHER PARTY OR ANY AGENT-RELATED
PERSON, PARTICIPANT OR ASSIGNEE, WHETHER WITH RESPETO CONTRACT CLAIMS, TORT CLAIMS, OR OTHERWISE.
THE BORROWER, THE LENDERS AND THE AGENT EACH AGREBEHAT ANY SUCH CLAIM OR CAUSE OF ACTION SHALL BE
TRIED BY A COURT TRIAL WITHOUT A JURY. WITHOUT LIMITING THE FOREGOING, THE PARTIES FURTHER AGREE THAT
THEIR RESPECTIVE RIGHT TO A TRIAL BY JURY IS WAIVEBY OPERATION OF THIS SECTION AS TO ANY ACTION,
COUNTERCLAIM OR OTHER PROCEEDING WHICH SEEKS, IN WIHLE OR IN PART, TO CHALLENGE THE VALIDITY OR
ENFORCEABILITY OF THIS AGREEMENT OR THE OTHER LOAROCUMENTS OR ANY PROVISION HEREOF OR THEREOF.
THIS WAIVER SHALL APPLY TO ANY SUBSEQUENT AMENDMENTS, RENEWALS, SUPPLEMENTS OR MODIFICATIONS TO
THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS.

10.18 ENTIRE AGREEMENT

This Agreement, together with the other Loan Docutsieembodies the entire agreement and understaadiong the Borrower, the Lenders
and the Agent, and supersedes all prior or conteamgous agreements and understandings of suchnBgvsobal or written, relating to the
subject matter hereof and thereof.

[Signature page(s) follows]
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IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed and deliveredaw York, New York by their
proper and duly authorized officers as of the day year first above written.

AMAZON.COM, INC.

By: Joy D. Covey

Title: Chief Financial Officer

DEUTSCHE BANK AG, NEW YORK BRANCH, as
Administrative Agent

By: Ira Lubinsk

Title: Vice President

By: Inken S. Finnamore
Title: Assistant Vice President

DEUTSCHE BANK AG, NEW YORK BRANCH AND CAYMAN
ISLANDS BRANCH, as a Bank

By: William W. McGinty

Title: Director

By: Ira Lubinsky
Title: Vice President
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VAN KAMPEN AMERICAN CAPITAL PRIME RATE INCOME
TRUST, as a Lender

By: Jeffery W. Maillet

Title: Sr. Vice President & Director

By:
Title:

BANKBOSTON N.A., as a Bank

By: David B. Herter

Title: Managing Director

By:
Title:

BANQUE PARIBAS, as a Bank

By: Nanci Meyer

Title: Vice President

By: [signature illegible]
Title: Director

SILICON VALLEY BANK, as a Bank

By: Laurita J. Hernandez

Title: Vice President
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By:

Title:
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EXHIBIT 10.19

THE SECURITIES REPRESENTED BY THIS CERTIFICATE WERIRIGINALLY ISSUED ON DECEMBER 23, 1997 AND HAVE
NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF B92S AMENDED, OR ANY STATE SECURITIES LAWS ANI
MAY NOT BE TRANSFERRED IN VIOLATION OF SUCH ACT ORAWS OR THE RULES AND REGULATIONS THEREUNDER
(PROVIDED AMAZON RECEIVES AN OPINION OF COUNSEL REZONABLY SATISFACTORY TO IT TO SUCH EFFECT) OR Tk
PROVISIONS OF THIS WARRANT.

STOCK PURCHASE WARRANT
Closing Date: December 23, 1997 Certificate No. 1

For value received, Amazon.com, Inc., a Delawarpam@tion ("Amazon"), hereby grants to DeutschekBa@, New York Branch, for the
benefit of the lenders party to that certain Crédjteement (as hereinafter defined), or its reggstessigns (the "Registered Holder"), the
right to purchase from Amazon 750,000 shares ofr&iviuiStock at a price of $52.11 per share (as ttjdsom time to time hereunder), (the
"Exercise Price"). This Warrant is the warrant (tihéarrant”) issued pursuant to the terms of thed@regreement (as amended or modified,
the "Credit Agreement"), dated as of December 2971among Amazon, the other financial institutipasty thereto and Deutsche Bank /
New York Branch, as administrative agent. Certaipitalized terms used herein are defined in Se@&ibareof. Capitalized terms used hel
but not otherwise defined herein shall have thenimgs set forth for such terms in the Credit AgreamThe amount and kind of securities
purchasable pursuant to the rights granted herewmdethe Exercise Price are subject to adjustmanrstuant to the provisions contained in
this Warrant.

Amazon and the Registered Holder agree that theeva this Warrant shall be zero ($0) for tax pwgm
This Warrant is subject to the following provisions
Section 1. Exercise of Warrant.

1.A. Exercise Period. Subject to Section 2.D, tegiRered Holder may exercise, in whole or in ghg,purchase rights represented by this
Warrant at any time and from time to time in sededollows (provided any such exercise shall Io¢



a minimum of 100 shares of Warrant Stock unlesstiesn 100 shares of Warrant Stock are then issuegoeunder):

(i) with respect to 75,000 shares of Warrant St@skadjusted from time to time hereunder) issuapts exercise of this Warrant, on
December 23, 1998 (the "Series | Warrant Stock");

(i) with respect to 225,000 shares of Warrant Bt@s adjusted from time to time hereunder) issuapbn exercise of this Warrant, on
December 23, 1999 (the "Series Il Warrant Stockiyg

(iii) with respect to 450,000 shares of WarrantcBt(as adjusted from time to time hereunder) iskuapon exercise of this Warrant, on
December 23, 2000 (the "Series Il Warrant Stock"),

in each case to and including the fifth annivers#rihe date on which such series first becomescesable (the "Exercise Period").
1.B. Exercise Procedure.
(i) This Warrant shall be deemed to have been &satavhen Amazon has received all of the followibegns (the "Exercise Time"):

(a) a completed Exercise Agreement, as describpdregraph 1.C below, executed by the Person ekagaill or part of the purchase rights
represented by this Warrant (the "Purchaser");

(b) this Warrant;

(c) if this Warrant is not registered in the nam¢he Purchaser, an Assignment or Assignmentsaridim set forth in Exhibit Il hereto
evidencing the assignment of this Warrant to thePaser, in which case the Registered Holder slaakk complied with the provisions set
forth in Section 8 hereof; and

(d) either (1) a check payable to Amazon in an arhequal to the product of the Exercise Price rpliétdl by the number of shares of War
Stock being purchased upon such exercise (the ‘&ygde Exercise Price"), (2) a written notice to Zorathat the Person is exercising the
Warrant (or a portion thereof) by authorizing Amazo withhold from issuance a number of shares affédht Stock issuable
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upon such exercise of the Warrant which when mliétdoy the Market Price of the Warrant Stock isi@do the Aggregate Exercise Price
(and such withheld shares shall no longer be idsuaidler this Warrant).

(i) Certificates for shares of Warrant Stock pwaséd upon exercise of this Warrant shall be dedtvéy Amazon to the Purchaser within five
business days after the date of the Exercise Tumkess this Warrant has expired or all of the pasehrights represented hereby have been
exercised, Amazon shall prepare a new Warranttantially identical hereto, representing the rigiotsnerly represented by this Warrant
which have not expired or been exercised and shihjn such five-day period, deliver such new Véatrto the Person designated for
delivery in the Exercise Agreement. The rightsaofd restrictions on, the holders of Underlying Camr$tock set forth herein will survive
the expiration of this Warrant and the exercistuihof all of the purchase rights represented hgre

(iii) The Warrant Stock issuable upon the exeroisthis Warrant shall be deemed to have been issudte Purchaser at the Exercise Time,
and the Purchaser shall be deemed for all purpgodesve become the record holder of such WarranakSit the Exercise Time.

(iv) The issuance of certificates for shares of kfiair Stock upon exercise of this Warrant shall laelenwithout charge to the Registered
Holder or the Purchaser for any issuance tax ipagtsthereof or other cost incurred by Amazon innetion with such exercise and the
related issuance of shares of Warrant Stock (dtizer any transfer taxes resulting from a simultasesxercise and transfer). Each share of
Warrant Stock issuable upon exercise of this Waushall, upon payment of the Exercise Price therdde fully paid and nonassessable and
free from all liens, encumbrances, adverse claimdscharges with respect to the issuance thereof.

(v) Amazon shall not close its books against thagfer of this Warrant or of any share of Warraotkissued or issuable upon the exercise
of this Warrant in any manner which interferes with timely exercise of this Warrant. Amazon shalin time to time take all such action as
may be necessary to assure that the par valudaer ef the unissued Warrant Stock acquirable @pencise of this Warrant is at all times
equal to or less than the sum of the Exercise Phiee in effect.

(vi) Amazon shall assist and cooperate with anyi®emed Holder or Purchaser required to make amgmonental filings or obtain any
governmental approvals prior to or in
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connection with any exercise of this Warrant (inlhg, without limitation, making any filings reqeil to be made by Amazon).

(vii) Notwithstanding any other provision heredfan exercise of any portion of this Warrant ibéomade in connection with a public
offering or a sale of Amazon, the exercise of aostipn of this Warrant may, at the election of ttidder hereof, be conditioned upon the
consummation of the public offering or such saléwfazon in which case such exercise shall not leeneée to be effective until the
consummation of such transaction.

(viil) Amazon shall at all times reserve and kegagilable out of its authorized but unissued shafé&/arrant Stock, solely for the purpose of
issuance upon the exercise of the Warrant, suctbauof shares of Warrant Stock as are issuable tioaxercise of the Warrant. All shares
of Warrant Stock which are so issuable shall, wissned, be duly and validly issued, fully paid athassessable and free from all taxes,
liens, encumbrances, adverse claims and chargeszémshall take all such actions as may be negessansure that all such shares of
Warrant Stock may be so issued without violatiommy applicable law or governmental regulationmy sequirements of any securities
exchange (or the Nasdag Stock Market) upon whieheshof Warrant Stock may be listed (except foiciaff notice of issuance which shall
immediately delivered by Amazon upon each sucheisse).

1.C. Exercise Agreement. Upon any exercise ofWdsrant, the Exercise Agreement shall be substiniiethe form set forth in Exhibit |
hereto, except that if the shares of Warrant Stweknot to be issued in the name of the Persornase/name this Warrant is registered, the
Exercise Agreement shall also state the name dPénson to whom the certificates for the shara&/afrant Stock are to be issued, and if the
number of shares of Warrant Stock to be issued doemclude all the shares of Warrant Stock pusebée hereunder, it shall also state the
name of the Person to whom a new Warrant for tlexentised portion of the rights hereunder is taélévered.

Section 2. Adjustment of Exercise Price and Nunaf&hares. The Exercise Price shall be subjeatjtssament from time to time as provic
in this Section 2, and the number of shares of Whrstock obtainable upon exercise of this Warsaatl be subject to adjustment from time
to time as provided in this Section 2.

2.A. Subdivision or Combination of Common StockArhazon at any time subdivides (by any stock splidck dividend, recapitalization or
otherwise) one or more classes of its
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outstanding shares of Common Stock into a greaterber of shares, the Exercise Price in effect iniately prior to such subdivision shall
be proportionately reduced and the number of stafrégarrant Stock obtainable upon exercise of Wearant shall be proportionately
increased. If Amazon at any time combines (by e stock split or otherwise) one or more classés autstanding shares of Common
Stock into a smaller number of shares, the ExelRige in effect immediately prior to such combioatshall be proportionately increased
and the number of shares of Warrant Stock obtagnajpbn exercise of this Warrant shall be propodiely decreased.

2.B. Reorganization, Reclassification, Consolidatiderger or Sale. Any recapitalization, reorgatimg reclassification, consolidation,
merger, sale of all or substantially all of Amazoassets to another Person or other transactiahwheffected in such a way that holders of
Common Stock are entitled to receive (either diyemt upon subsequent liquidation) stock, secigitieassets with respect to or in exchange
for Common Stock, other than an event otherwiseigeal for in this Section 2, is referred to heragnan "Organic Change." Prior to the
consummation of any Organic Change, Amazon shatena@propriate provision to ensure that the holdéthis Warrant shall thereafter
have the right to acquire and receive, upon exeishis Warrant during the Exercise Period anohupayment of the Exercise Price then in
effect, such shares of stock, securities or othseta as may be issued or payable with respectinoeschange for the number of shares of
Warrant Stock immediately theretofore acquirable steivable upon exercise of this Warrant had €ianic Change not taken place. In
any such case, Amazon shall make appropriate poowsith respect to such holders' rights and irgkréo ensure that the provisions of this
Section 2 and Section 3 hereof shall thereaftappdicable to the Warrants. Amazon shall not eféest such consolidation, merger or sale,
unless prior to the consummation thereof, the ssmreentity (if other than Amazon) resulting froomsolidation or merger or the entity
purchasing such assets assumes by written instituimenbligation to deliver to each such holderhssigares of stock, securities or assets as,
in accordance with the foregoing provisions, sucliér may be entitled to acquire.

2.C. Minimum Adjustment; Rounding. In the event adjustment of the Exercise Price pursuant toSkistion 2 shall result in an adjustment
of the Exercise Price of less than $.05 per sheresuch adjustment shall be made, but any sucérlegfustment shall be carried forward and
shall be made at the time and together with the si@xsequent adjustment which, together with afystéients so carried forward, shall
amount to $.05 or more per share; provided, howekat upon any adjustment of the
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Exercise Price resulting from any event set famtthis Section 2, the foregoing figure of $.05 gleare (or such figure as last adjusted) shall
be proportionately adjusted; and provided, furttiemt upon the exercise of this Warrant, the Comsduall make all necessary adjustments
not theretofore made to the Exercise Price up tbimcluding the date upon which this Warrant isreiged or repurchased. All calculations
under this Section 2 shall be rounded to the neaess or the nearest share, as the case may be.

2.D. Clawback. In the event Amazon repays all amding principal, accrued interest, fees and exge(fer which expenses Amazon has
received notice from Agent or any Lender as ofdate the principal is repaid in full) in accordandéh the terms of the Credit Agreement in
full and the Commitment of the Lenders is termidate the dates set forth below, this Warrant shathediately (with no further action on
the part of Amazon or the Registered Holder) teatgrand be of no further force or effect with respe the number of shares of Warrant
Stock set forth in the corresponding column below:

Payment and Termination Date Wa rrant Terminated with
respect to:

on or prior to December 23, 1998 1 00% of Series I, Il and Ill
After December 23, 1998 but 1 00% of Series Il and 111
prior to March 23, 1999
After March 23, 1999, but 5 0% of Series Il and 100% of
prior to June 23, 1999 S eries Il
After June 23, 1999, but 1 00% of Series Il

prior to December 23, 1999

After December 23, 1999, but 5 0% of Series Il
prior to June 23, 2000

Thereafter N one

Section 3. Liquidating Dividends. If Amazon paydigidend upon the Common Stock payable otherwiaa th cash out of earnings or
earned surplus (determined in accordance with egipl corporate law and generally accepted acamyptinciples consistently applied),
except for a stock dividend payable in shares ah@on Stock or any distribution to holders of Comn$tack in respect of the sale of all or
substantially all of Amazon's assets to anothesdemprovided that Amazon has complied with Sec2iaf this Warrant (a "Liquidating
Dividend"), then, (i) upon exercise hereof and pagirof the
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Exercise Price, Amazon shall pay to the Registel@lder of this Warrant, the Liquidating Dividend iwh would have been paid to such
Registered Holder on the Warrant Stock had thisrévabeen fully exercised immediately prior to tfz#e on which a record is taken for s
Liguidating Dividend, or, if no record is takengttate as of which the record holders of Commonk&tatitled to such dividends are to be
determined; or (ii) in lieu of clause (i), at thetion of the holder (such option to be exercisediiting by the holder at least 10 days after
receipt of notice of such dividend from Amazonkg fExercise Price in effect immediately prior to thaese of business on the record date {
for the determination of holders of any class @lsiies entitled to receive such Liquidating Dierdl shall be reduced, effective as of the
close of business on such record date, to a pat=mined by multiplying such Exercise Price byeafion:

(A) the numerator of which shall be the Market Eriic effect on such record date or, if any clas€@hmon Stock trades on an ex-dividend
basis, the date prior to the commencement diexiend trading, less the value of such dividendistribution (as determined by the Boar
Directors of the Company in the good faith, reabbmaxercise of its business judgment) applicablene share of Common Stock, and

(B) the denominator of which shall be such Markiétd>
There shall be no additional adjustments underSbigion 3 upon the consummation of any such Lafing Dividend.
Section 4. Certificates, Notices and Consents.

4 A. Certificates. Upon the occurrence of any evequiring adjustments of the Exercise Price andimnber of shares subject to this Wari
pursuant to Section 2, Amazon shall mail to theifeged Holder (by registered or certified mailsfame prepaid) a certificate signed by the
President or a Vice President and by the Treasuran Assistant Treasurer of Amazon, setting fortteasonable detail the events requiring
the adjustment and the method by which such prapadpistment was calculated, specifying the adjuBteercise Price and/or number of
shares subject to this Warrant after giving effedhe proposed adjustment(s).

4.B. Notices. If Amazon after the date hereof, andong as this Warrant(s) shall be outstandingll ginopose to:
(i) pay any dividend (including, without limitatipany extraordinary dividend) payable in
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stock to the holders of Common Stock or to makeathgr distribution to the holders of Common Stamkany pro rata subscription offer to
holders of Common Stock to purchase any additishates of any class of stock or any other rightsptions (other than stock repurchases
under Amazon's employee stock option plans asfatiedn the date hereof or similar plans or otepurchase agreements in effect on the
date hereof; or

(ii) effect any Organic Change or sale transactiescribed in
Section 2.B or the liquidation, dissolution or wiimgl up of Amazon;

then, in each such case, Amazon shall mail (bystegd or certified mail, postage prepaid) to tegiRered Holders notice of such proposed
action, which shall specify the date on which tbeks of Amazon shall close, or a record date dleéistablished, for determining holders of
Common Stock entitled to receive such stock divitdeor other distribution or participate in sucheoiffig, or the date on which such Organic
Change, liquidation, dissolution or winding up $hake place or commence, as the case may behanthte as of which it is expected that
holders of Common Stock of record shall be entitteteceive securities or other property delivezaipon such action, if any such date is to
be fixed.

Such notice shall be mailed, in the case of anpadescribed by clause (i) above, at least 10 gags to the record date for determining
holders of Common Stock for purposes of receivinchsgpayment or offer, and in case of clause (igvah at least 20 days prior to the date
upon which such action takes place.

4.C. Failure and Defects. Failure to mail any &egte or notice, or any defect in any certificatenotice, pursuant to this Section 4, shall not
affect the legality or validity of the adjustmerittbe Exercise Price and/or number of shares ofrééiStock subject to this Warrant pursuant
to Section 2.

Section 5. Registration and Qualification.

5.A. Piggyback Registration. If prior to Decemb8&; 2007 Amazon proposes (whether at the requestybther Person or otherwise) to
register any security under the Securities Actionragistration form (otherwise than for the regison of securities to be offered and sold
pursuant to (a) an employee
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benefit plan, (b) a dividend or interest reinvestir@an, (c) other similar plans or (d) reclassifions of securities, mergers, consolidations
and acquisitions of assets on Form S-4 or any ssocéghereto) prescribed by the Securities and &gt Commission (the "Commission™)
permitting a secondary offering or distribution, Anon shall promptly give to the holders of UnderyiCommon Stock written notice of st
proposal which shall describe in detail the proplasgistration and distribution (including thosegdictions where registration or
qualification under the securities or blue sky lasveitended) and, upon the written request of tawigder of Underlying Common Stock given
within 15 days after the date of any such notice¢ceed to include in such registration such shaf&mnderlying Common Stock as have been
requested by any such holder to be included in segistration; provided, however, that Amazon shatlbe required to give such notice to
the holder of a Warrant if the Warrant is not eisable prior to the anticipated effective datehaf tegistration. Amazon shall in each instg
use its reasonable best efforts to cause any UsidgiCommon Stock (the holders of which shall heweequested registration thereof) to be
registered under the Securities Act and qualifieden the securities or blue sky laws of any judSdn requested by a prospective seller, ¢
the extent necessary to permit the sale or otlspiodition thereof (in the manner stated in suchest] by a prospective seller of the secur
SO registered.

If the registration of which Amazon gives noticedar a registered public offering involving an endriting, Amazon shall so advise the
holders of Underlying Common Stock as a part ofvinigen notice given pursuant to this sectionslich event, the right of any holder of
Underlying Common Stock to registration pursuarthis section shall be conditioned upon such h&dmarticipation in such underwriting
and the inclusion of such holder's Underlying Comrtock in the underwriting, to the extent requéste the extent provided herein. All
holders of Underlying Common Stock proposing tdrdiste their securities through such underwritiingll (together with Amazon and the
other holders distributing their securities throwgich underwriting) enter into an underwriting &gnent in customary form with the
managing underwriter selected for such underwritimgAmazon. Notwithstanding any other provisiortiaé section, if the managing
underwriter determines and advises Amazon in vgitirat, in its opinion, the inclusion of the Ungémg Common Stock with the securities
being registered by Amazon and other shares opputive sellers would materially adversely afféet tistribution of all such securities, tf
the managing underwriter may limit the number afrels of Underlying Common Stock and other prospedéllers to be included in the
registration and underwriting, on a pro rata bbsised on the

-0



total number of securities (including, without ltation, Underlying Common Stock) entitled to regifbn pursuant to registration rights
granted by Amazon; provided, however, no such réoluecnay reduce the number of securities being byldll the holders of securities
entitled to registration other than Amazon to s fifteen percent (15%) of the shares being Bofalich offering. To facilitate the allocat

of shares in accordance with the above provisi@ngzon or the underwriters may round the numbeshafes allocated to any holder of
Underlying Common Stock or other holder to the aeat00 shares. If any holder of Underlying Comr8tuack or other securities entitled to
registration disapproves of the terms of any suateuwwriting, such holder may elect to withdraw #fesm by written notice to Amazon and
the managing underwriter delivered at least twemtg-(21) days prior to the effective date of thgisteation statement. Any securities
excluded or withdrawn from such underwriting shelwithdrawn from such registration, and shallbtransferred in a public distribution
prior to one hundred twenty (120) days after tHeative date of the registration statement relatiregeto. In the event of such delay, Amazon
shall use its reasonable best efforts to effectragistration or qualification under the Securithest and the securities or blue sky laws of any
jurisdiction as may be necessary to permit suchpm@ctive seller to make its proposed offering aid following the end of such period
delay.

The Company shall have the right to terminate dhavaw any registration initiated by it under thesction prior to the effectiveness of such
registration, whether or not any holder of UndertyiCommon Stock has elected to include securitissich registration.

The holder of Underlying Common Stock who has retpet Underlying Common Stock to be included ingasteation pursuant to this
Section 5.A by acceptance hereof or thereof, agreegecute an underwriting agreement with suclenmdter that is (i) reasonably
satisfactory to such holder and (ii) in customamnf.

5.B. Registration and Qualification Procedures. Wéwer Amazon is required by the provisions of ®#cE.A to use its reasonable best
efforts to effect the registration of any of it€sgsties under the Securities Act, Amazon shallexgseditiously as possible:

(i) prepare and file with the Commission a registrastatement with respect to such securitiesusmedits reasonable best efforts to cause
registration statement to become effective andyredfiling a registration statement or prospectuary amendments or supplements thereto,
furnish to
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counsel selected by the majority of holders of Ulyileg Common Stock participating in such registratcopies of all documents proposet
be filed with the Commission or other federal, stait local agencies, which documents shall be sutjethe review and comments of such
counsel;

(i) prepare and file with the Commission such admaants and supplements to such registration stateamel the prospectus used in
connection therewith as may be necessary to kespregistration statement effective and the prasigezurrent for up to 60 days after the
effectiveness of the registration statement (ohslhorter time as is required to effect the distitn and sale of all the securities subject to
such registration statement) and, subject to thegfuing limitations, to comply with the provisioakthe Securities Act with respect to the
of all securities covered by such registrationesteint whenever the seller of such securities dlesite to sell the same;

(iii) furnish to each seller such number of copégreliminary prospectuses and prospectuses atdsegplement or amendment thereto and
such other documents as each seller may reasoreghlgst in order to facilitate the sale or othgpdsition of the securities owned by such
seller in conformity with (A) the requirements bEtSecurities Act and (B) the seller's proposedotebf distribution;

(iv) use its reasonable best efforts to registaqualify the securities covered by such registratitatement under the securities or blue sky
laws of such jurisdictions within the United Stasésseach seller shall reasonably request, andatoather reasonable acts and things as may
be required of it to enable each seller to consurariee sale or other disposition in such jurisditsi of the securities owned by such seller;
provided, however, that Amazon shall not be rea@lineorder to accomplish any of the foregoing t9 ¢Malify as a foreign corporation or
consent to a general and unlimited service of @eae any such jurisdiction, (B) qualify as a dealesecurities or (C) register or qualify in
any jurisdiction if Amazon would be required to pagome taxes in such jurisdictions solely as altesf such registration or qualification;

(v) if such registration is underwritten, use #asonable best efforts to furnish, at the requiestyp underwriter (A) on the date such secur
are delivered to the underwriters for sale purstmstich registration, an opinion, dated such adtepunsel representing Amazon for

purposes of such registration, addressed to theramitlers covering such legal matters with respethe registration in respect of which st
opinion is being given as the underwriters may@aably request and are customarily included in sucbpinion and (B) letters, dated the
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effective date of the registration statement aedddite such securities are delivered to the undter&/for sale pursuant to such registration,
from a firm of independent certified public accaamis of recognized standing selected by Amazorreaddd to the underwriters covering
such financial, statistical and accounting mattéth respect to the registration in respect of watsach letters are being given as the
underwriters may reasonably request and are cusilgrmecluded in such letters;

(vi) otherwise use its reasonable best effortotomy with all applicable rules and regulationgted Commission, and make available to its
security holders as soon as reasonably practiesibéarnings statement satisfying the provisiorSseation 11(a) of the Securities Act;

(vii) enter into and perform an underwriting agresinwith the managing underwriter, if any, sele@sgrovided in Section 5.A, containing
customary terms;

(vii) provide a transfer agent and registrar fhisach Underlying Common Stock not later thandffective date of such registration
statement;

(ix) notify each seller of any Underlying Commoroé&k included in any such registration statemerdngttime when a prospectus relating
thereto is required to be delivered under the S&esiAct, of the happening of any event as a tesulvhich the prospectus included in such
registration statement contains an untrue statenfemtnaterial fact or omits any fact necessamnéde the statements therein not misleading,
and, at the request of any such seller, Amazon gtepare a supplement or amendment to such pragpsac that, as thereafter delivered to
the purchasers of the Common Stock or other séesirguch prospectus shall not contain an untatersent of a material fact or omit to state
any fact necessary to make the statements theseimisleading; and

(x) otherwise keep each seller advised in writingaathe initiation and progress of any registratinder Section 5.A.

5.C. Allocation of Expenses. If Amazon is requitsdthe provisions of

Section 5.A to use its reasonable best efforts$fexethe registration or qualification under thec8rities Act or any state securities or blue
laws of any of the Underlying Common Stock, Amaszsball pay all expenses in connection therewithputiag, without limitation, (i) all
expenses incident to filing with the National Asstion of Securities Dealers, Inc., (ii) registoatifees, (iii) printing expenses, (iv) accoun
and legal fees and expenses, (v) expenses of aciaspudits incident to or required by any sudisteation or
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qualification, (vi) expenses of complying with tbecurities or blue sky laws of any jurisdictionsonnection with such registration or
qualification and

(vii) the reasonable fees and expenses of one ebtmthe holders of Underlying Common Stock selddiy a majority of such holders
participating in such registration or qualificatigorovided, however, Amazon shall not be liable(fy any discounts or commissions to any
underwriter applicable to the securities registamedbehalf of the holders of Underlying Common &toc(B) any stock transfer taxes
incurred in respect of the Warrant Stock sold teydbllers.

5.D. Indemnification. In connection with any regaton or qualification of securities under Sect®A, Amazon shall indemnify the
participating holders of Underlying Common Stockl @ach underwriter thereof, including each Pergamy, who is an officer or director «

or who controls, such holders or underwriter wittie meaning of Section 15 of the Securities Acsection 20 of the Exchange Act, against
all actual out-of-pocket losses, claims, damagabilities and expenses (including reasonable aufsitsvestigation and attorneys' fees and
expenses, whether in an action brought by a trértypr by the parties hereto), arising, directiyralirectly, out of or based upon (i) any
untrue, or alleged untrue, statement of a matéx@lcontained in any registration statement, prilary prospectus, prospectus or notifical

or offering circular (as amended or supplementekhifizon shall have furnished any amendments orlsoygmts thereto); (ii) any omission,
or alleged omission, to state therein a materi@lifequired to be stated therein or necessary te@rte statements therein in light of the
circumstances in which they were made,not mislegdin(iii) any violation by Amazon of any federatate or common law rule or regulat
applicable to Amazon and relating to action or fitacrequired of Amazon in connection with any suedistration, provided, however, that
with respect to any untrue statement or omissiaalleged untrue statement or omission made in aglyninary prospectus, the indemnity
agreement contained in this sentence shall noyapphe extent that (i) any loss, claim, damaggility or expense results from the fact that
a current copy of the prospectus was sent or givéne Person asserting any such loss, claim, dantiagility or expense at or prior to the
written confirmation of the sale of the Underlyi@@mmon Stock confirmed to such Person if it is dabeed that it was the responsibility of
the participating holder or any of its directorffijaers or agents, or any underwriter, to providelsperson with a current copy of the
prospectus and such current copy of the prospaciusd have cured the defect giving rise to such,lokim, damage, liability or expense;
and (ii) such losses, claims, damages, liabilitiesxpenses arise out of or are based upon anyeustiatement or alleged untrue statement or
omission or alleged omission based solely uporrin&ion furnished in
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writing to Amazon by such holder or underwriter eegsly for use therein.

The participating holders of Underlying Common &teball indemnify Amazon and each underwriter tb&rmcluding each Person, if any,
who is an officer or director of Amazon or who awfg Amazon or such underwriter within the mearafi@ection 15 of the Securities Act or
Section 20 of the Exchange Act, against all losslagns, damages, liabilities and expenses (inolydéasonable costs of investigation and
attorneys' fees and expenses, whether in an dmtoarght by a third party or by the parties hereanlsing out of or based upon (x) any untrue,
or alleged untrue, statement of a material factaiord in any registration statement, preliminamyspectus or notification or offering circu
(as amended or supplemented if Amazon shall hawéshed any amendments or supplements theret@y) any omission, or alleged
omission, to state therein a material fact requicele stated therein or necessary to make thensgaits therein, in light of the circumstances
in which they were made not misleading or (z) aiyation by Amazon of any federal, state or comrtaw rule or regulation applicable to
Amazon and relating to action or inaction requioéduch holder in connection with any such regtiira but only to the extent that such
untrue statement or alleged untrue statement ossiam or alleged omission was based solely upamrmtion furnished in writing to

Amazon by such holder of Underlying Common Stociregsly for use therein; provided, however, thahwespect to any untrue statement
or omission or alleged untrue statement or omisgiade in any preliminary prospectus, the indemagseement contained in this sentence
shall not apply to the extent that any loss, clalamage, liability or expense results from the faat a current copy of the prospectus was not
sent or given to the Person asserting any suchdtzm, damage, liability or expense at or printhie written confirmation of the sale of the
Underlying Common Stock confirmed to such Persanisf determined that it was the responsibilityAmhazon or any of its directors, office

or agents, or any underwriter, to provide suchgrersgith a current copy of the prospectus and suicient copy of the prospectus would have
cured the defect giving rise to such loss, claiamdge, liability or expense; and provided furttiest the obligations of each such holders of
Underlying Common Stock shall be limited to an amtcequal to the net proceeds to such holder frams#ie of Underlying Common Stock
as contemplated herein.

Promptly upon receipt by a party to be indemnifieder this Section
5.D of notice of the commencement of any actioriregauch indemnified party in respect of whichdnthity or reimbursement may be
sought against any indemnifying party under thisti®a 5.D, such indemnified party shall notify the
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indemnifying party in writing of the commencemefisach action, but the failure so to notify theanthifying party shall not relieve it of ai
liability which it may have to any indemnified pgrunless such failure shall materially adversélga the defense of such action. If notice
commencement of any such action shall be giveheaartdemnifying party as above provided, the indiéymy party shall be entitled to
participate in and, to the extent it may wish, flyinvith any other indemnifying party similarly rfi¢d, to assume the defense of such action
at its own expense, with counsel chosen by it atidfactory to such indemnified party. The indensuifparty shall have the right to employ
separate counsel in any such action and participate defense thereof, but the fees and expaiseech counsel (other than reasonable
costs of investigation) shall be paid by the indéimeh party unless (i) the indemnifying party agsee writing to pay the same, (ii) the
indemnifying party fails to assume the defenseuchsaction with counsel reasonably satisfactopéindemnified party or (iii) the named
parties to any such action (including any impleapadies) have been advised by such counsel theggentation of such indemnified party
and the indemnifying party by the same counsel ddel inappropriate under applicable standardsafepsional conduct (in which case the
indemnifying party shall not have the right to amsuthe defense of such action on behalf of suchnmdfied party). No indemnifying party
shall be liable for any settlement entered intdwaiitt its consent.

If the indemnification provided for in this SectiérD shall for any reason be unenforceable by darmified party, although otherwise
available in accordance with its terms, then eaderinnifying party shall, in lieu of indemnifying&uindemnified party, contribute to the
amount paid or payable by such indemnified parts essult of the losses, claims, damages, liadslitir expenses with respect to which such
indemnified party has claimed indemnification, utls proportion as is appropriate to reflect thatreé fault of the indemnified party on the
one hand and the indemnifying party on the otheoimection with the statements or omissions whislulted in such losses, claims,
damages, liabilities or expenses, as well as amgroelevant equitable considerations; providedhér, that the obligations of each such
holder of Underlying Common Stock shall be limitecan amount equal to the net proceeds to suctehbioim the sale of Common Stock as
contemplated herein. Amazon and each holder of tlyidg Common Stock agree that it would not be prsdl equitable if contribution
pursuant hereto were to be determined by pro fieation or by any other method of allocation whitoes not take into account such
equitable considerations. The amount paid or payhaplan indemnified party as a result of the losslasms, damages, liabilities or expenses
referred to herein shall be deemed to
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include any legal or other expenses reasonablyri@diby such indemnified party in connection witkigstigating or defending against any
action or claim which is the subject hereof. NogBearguilty of fraudulent misrepresentation (wittiile meaning of Section 11(f) of the
Securities Act) shall be entitled to contributioarh any Person who is not guilty of such fraudulerdrepresentation.

Each holder of Underlying Common Stock bearinglégyend required by
Section 11, by acceptance hereof or thereof, asabe may be, agrees to the indemnification prowssof this Section 5.D.

5.E. Supplying Information. Amazon and each hotsfddnderlying Common Stock shall cooperate withheather in supplying such
information as may be necessary for any of suctigsaio complete and file any information reportfogns presently or hereafter required by
the Commission or any commissioner or other auhadministering the blue sky or securities lawsuoy jurisdiction where shares of
Common Stock are proposed to be sold pursuant to

Section 5.A.

Section 6. Definitions. The following terms haveanmgs set forth below:
"Agent" has the meaning provided in the Credit Agnent.
"Commitment" has the meaning provided in the Craditeement.

"Common Stock" means the Common Stock and anyalagtdck of any class of Amazon hereafter authdrizhich is not limited to a fixed
sum or percentage of par or stated value in regpehe rights of the holders thereof to partiogpiat dividends or in the distribution of assets
upon any liquidation, dissolution or winding upArhazon.

"Exchange Act" means the Securities Exchange A&B8#, as amended.
"Lenders" has the meaning provided in the Credite&gent.

"Majority Warrant Holders" means the holders of E@riging Common Stock representing a majority ofghares of Underlying Common
Stock then in existence.
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"Market Price" means as to any security (other thanWarrants) the average of the closing pricesioh security's sales on all domestic
securities exchanges on which such security méyegime be listed or quoted, including for thisgase, The Nasdaq Stock Market, or, if
there have been no sales on any such exchangey@agnthe average of the highest bid and lowdgtdprices on all such exchanges at the
end of such day, or, if on any day such securityoisso listed or quoted, the average of the higihidsand lowest asked prices on such day in
the domestic over-the-counter market as reportettidyNational Quotation Bureau, Incorporated, gr similar successor organization, in
each such case averaged over a period of 30 cdivaebusiness days immediately prior to the dagfashich "Market Price" is being
determined; provided, that if such security iselisbn any domestic securities exchange the tersinbss days" as used in this sentence
means business days on which such exchange iSopeading. If at any time such security is natéid on any domestic securities exchange
or quoted on The Nasdag Stock Market or the domestr-the-counter market, the "Market Price" shalthe fair value thereof determined
by Amazon; provided, that if the holders of Warsargpresenting a majority of the Warrant Stockas$eiunder theutstanding Warrants «
not agree with Amazon's determination of Market®get forth in the notice delivered by Amazonanrection with the event giving rise to
the determination of Market Price, then such haldéiWarrants representing a majority of the War&tock issuable under then-outstanding
Warrants may deliver written notice (the "Objectidatice") specifying the Market Price as determibgdsuch holders within 10 days after
receipt of Amazon's notice specifying the Markdc®rAmazon and the holders of Warrants represgrtimajority of the Warrant Stock
issuable under then-outstanding Warrants shall tiegotiate in good faith in an attempt to agre¢henMarket Price, and if they are unable to
agree within 20 days after delivery of the Objettiotice, then Market Price shall be determinedibynvestment banking firm selected by
the American Arbitration Association (the "Apprai§eThe fees and expenses of the Appraiser sleghlaid by Amazon. Any determination
of Market Price of a security will be made withgixing effect to any discount for any lack of lidity attributable to a lack of a public
market for such security, any block discount ocdist attributable to the size of any Person's
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holdings of such security, any minority interestay voting rights thereof or lack thereof. The 'ttt Price" of a Warrant means the excess
of (i) the Market Price of the shares of WarramtcRtobtainable upon exercise thereof over (ii)Alggregate Exercise Price of the Warrant
Stock payable in connection with such exercise.gtoposes of

Section 1.B(i)(d)(2) above, the "Market Price" ofyadebt security of Amazon or any Subsidiary thesball be equal to the principal amount
thereof plus all accrued interest thereon plupr@mium and other amounts owing with respect toheret

"Person” has the meaning provided in the Credieagrent.

"Registered Holder" with respect to any Warrant nssthe Person who is reflected as the holder therethe register maintained by Amazon
for such purpose, and "Registered Holders" at emg theans all Registered Holders of Warrants thestanding.

"Securities Act" means the Securities Act of 1983amended.

"Underlying Common Stock” means (i) the Common kissued or issuable upon exercise of the Wari@mntkiding the Warrant Stock), a
(i) any Common Stock issued or issuable with respethe securities referred to in clause (i) abby way of stock dividend or stock split or
in connection with a combination of shares, reedigiition, merger, consolidation or other reorgatian. For purposes of this Warrant, any
Person who holds Warrants shall be deemed to blealder of the Underlying Common Stock obtainalgeruexercise of the Warrants in
connection with the transfer thereof or otherwisgardless of any restriction or limitation on tlxereise of the Warrants. As to any particular
shares of Underlying Common Stock, such shares$ abade to be Underlying Common Stock when theg teen (a) effectively registered
under the Securities Act and disposed of in acecargavith the registration statement covering therfbpdistributed to the public through a
broker, dealer or market maker pursuant to Ruleutfer the Securities Act (or any similar provisiban in force).

"Warrant Stock" means the Common Stock or otheurdigs issued or issuable upon exercise of the
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Warrant (including the Series I, Series Il and &etll Warrant Stock).

Section 7. No Voting Rights; Limitations of Lialyli Prior to the exercise of this Warrant and ex@spotherwise specifically provided herein
or in the Credit Agreement, this Warrant shall ewtitle the holder hereof to any voting rights threr rights as a stockholder of Amazon. No
provision hereof, in the absence of affirmativdatby the Registered Holder to purchase WarramtiStand no enumeration herein of the
rights or privileges of the Registered Holder skyalk rise to any liability of such holder for tBsercise Price of Warrant Stock acquirable by
exercise hereof or as a stockholder of Amazon.

Section 8. Warrant Transferable. Subject to thesfier conditions referred to in the legend endotsédon, this Warrant and all rights
hereunder are transferable, in whole or in pathoevit charge to the Registered Holder, upon suaeafithis Warrant with a properly
executed Assignment (in the form of Exhibit Il hedeat the principal office of Amazon; provided tisach transfer shall be at least equal to
3.3% of any series of Warrant Stock being transterNotwithstanding the foregoing, this Warrant #melCommon Stock issued upon
exercise of this Warrant may not be transferrethauit the consent of Amazon, which consent will dedywithheld or delayed, if the
proposed transferee is, has a major financialéstgiexcluding any mutual fund, investment bankesimilar investment advisor with any
such major financial interest as a result of actoteld by or on account of its customers in thidrary course of business), or is an empl
or affiliate of, a competitor of Amazon; provideHat the holders of Warrants may, without the cahsé Amazon, transfer any interest
therein to any lender or to any Affiliate of anydker.

Section 9. Warrant Exchangeable for Different Deimations. This Warrant is exchangeable, upon theader hereof by the Registered
Holder at the principal office of Amazon, for newawants of like tenor representing in the aggretfseurchase rights hereunder, and each
of such new Warrants shall represent such portiGuch rights as is designated by the Registerddddat the time of such surrender. All
Warrants representing portions of the rights hedeure referred to herein as the "Warrants."

Section 10. Replacement. Upon receipt of evideaasanably satisfactory to Amazon (an affidavithef Registered Holder shall be
satisfactory) of the loss, theft, destruction ottifation of any certificate evidencing this Warraand in the case of any such loss, theft or
destruction, upon receipt of an indemnity reasgnahtisfactory to Amazon (it being understood
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that an unsecured indemnity by the initial holdethe Warrants will in any event be satisfactony)jn the case of any such mutilation, upon
surrender of such certificate, Amazon shall (aekpense) execute and deliver in lieu of suchfosate a new certificate of like tenor and
dated the date of such lost, stolen, destroyedubiiated certificate.

Section 11. Legend. The certificates representirrges of Warrant Stock issued upon exercise diMheants shall be endorsed with the
legend set forth as follows:

"The shares represented by this certificate hatéeen registered under the Securities Act of 188&mended, and may not be transferred
unless registered under such Act or an exemptam fiegistration is available (provided that Amaneay require an opinion of counsel
reasonably satisfactory to it to such effect). Amansfer thereof is also subject to the conditigmscified in the Stock Purchase Warrant of
Amazon.com, Inc. (the "Company") dated as of Decam@3, 1997. A copy of the form of such Warrardnsfile with the Secretary of the
Company, and will be furnished without charge by @ompany to the holder of this certificate upoittem request to the Secretary of the
Company at its headquarters.”

Such legend shall be removed upon the requesedidhder of such certificate; provided that remafaduch legend shall be in compliance
with applicable federal and state securities laavsl (Amazon receives an opinion of counsel reasgrsaltisfactory to it that such legend is no
longer necessary on such certificate to protect Zandrom a violation of such federal or state sii@#) and that there are no further
restrictions on shares represented by such caitgfiender this Warrant.

Section 12. Securities Law Compliance. The holdehis Warrant, by acceptance hereof, acknowledggisthis Warrant is being acquired
the holder's account, for the benefit of the Lenderder the Credit Agreement, and for investmenpgaes only and not with a view toward
distribution or resale, and that the holder wilt nffer, sell, transfer, assign or otherwise digpokthis Warrant or any shares of Common
Stock to be issued upon exercise hereof exceptrun@d@mstances that will not result in a violatioihthe Securities Act or any state secur
laws.

Section 13. Rule 144 and 144A Reporting.

(i) With a view to making available to the HoldefsWarrants or any holders of Underlying Commoncg&tthe benefits of certain rules and
regulations of the Commission which may permit
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the sale of Underlying Common Stock to the publithaut registration, Amazon agrees, to:
(a) make and keep public information availablehms¢ terms are understood and defined in Rule 144;

(b) file with the Commission in a timely manner@ports and other documents required of Amazorwutiet Securities Act and Exchange
Act; and

(c) furnish to the holder of Warrants or Underlyi@gmmon Stock forthwith upon request of a writttatesment by Amazon as to its
compliance with the reporting requirements of Ridd, and of the Exchange Act, a copy of the mastneannual or quarterly report of
Amazon filed with the Commission, if any, and sather reports and documents of Amazon and otherrimdtion in the possession of or
reasonably obtainable by Amazon as the Holder cin solders may reasonably request in availing tieéras of any rule or regulation of the
Commission allowing them to sell securities withoedistration under the Securities Act.

(il) With a view to making available to the holdefsWarrants or holders of Warrant Stock the begseff certain rules and regulations of the
Commission which may permit the sale of Warrantgvarrant Stock to qualified institutional buyerspAzon agrees, upon request, to
provide to such holders and prospective purchagafgarrants or Warrant Stock with the followinganfnation which shall be reasonably
current:

(a) a brief statement of the nature of the businégsnazon and the products and services it ofi@ns}

(b) a copy of Amazon's most recent balance shekpeofit and loss and retained earnings statenamdssimilar audited financial statements
for the two preceding fiscal years.

Section 14. Consent for Additional RegistrationiRégg Amazon shall not grant rights to register ahigs securities under the Securities Ac
any other Person or entity without the consenhefMajority Warrant Holders if the grant of any Buights would be senior to the rights
granted hereunder to the holder of the Warrant. Zamanay grant registration rights in the future ethare on parity with those granted
hereunder to the holders of the Underlying CommimtiS

Section 15. Notices. Except as otherwise exprgsslyided herein, all notices referred to in thisrvdat shall be
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in writing (including facsimile) and shall be dedired either personally, sent by reputable expreggar service (charges prepaid) sent by
registered or certified mail, return receipt reqadspostage prepaid or forwarded by facsimile siradl be deemed to have been given when
so delivered, sent or deposited in the U. S. Mptb(Amazon, at its principal executive officesdd(ii) to the Registered Holder of this
Warrant and the holders of Underlying Common Statlsuch holder's address as it appears in thedeob Amazon (unless otherwise
indicated by any such holder), or if given by fadié, when such facsimile is transmitted to thesfiaile number specified in the Credit
Agreement with respect to Amazon and, with restmetiie Registered Holder and the holders of Undeglzommon Stock, as it appears in
the records of Amazon (unless otherwise indicajesuth holder).

Section 16. Amendment and Waiver. Except as otlserpiovided herein, the provisions of the Warramy be amended and Amazon may
take any action herein prohibited, or omit to parf@any act herein required to be performed byrily & Amazon has obtained the written
consent of the Majority Warrant Holders; providdtht no such action may change the Exercise PfitteedNVarrants or the number of shares
or class of stock obtainable upon exercise of &dahrant without the written consent of the holdefr&)nderlying Common Stock
representing 100% of the shares of Underlying ComBitock.

Section 17. Descriptive Headings; Governing Lawe @escriptive headings of the several Sectiongpanalyraphs of this Warrant are inse

for convenience only and do not constitute a phithis Warrant. The corporate law of the State efdware shall govern all issues concerning
the relative rights of Amazon and its stockhold@dsother questions concerning the constructicadidity and interpretation of this Warrant
shall be governed by and construed and enforcaddardance with the laws of the State of New Ywiikhout giving effect to any choice of
law or conflict provision or rule (whether of théag of New York or any other jurisdiction) that wd cause the application of the laws of
any jurisdiction other than the State of New York.

Section 18. Certain Expenses. In addition to ahgrmamounts payable hereunder, Amazon shall pagsalhince expenses incurred in
connection with, and all taxes (other than stoakdfer taxes) and other governmental charges that® imposed in respect of, the issuance,
sale and delivery of the Warrants or the sharésnoferlying Common Stock.

* k% % % %
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Warrant - Amazon.com, Inc.
IN WITNESS WHEREOF, Amazon has caused this Wart@abe signed and attested by its duly authorizédest and to be dated the
Closing Date hereof.

AMAZON.COM, INC.

By: /s/ Joy D. Covey

Its: Chi ef Financial Oficer

Attest:

/sl Alan Capl an

General Counsel



EXHIBIT |
EXERCISE AGREEMENT

(To be executed only upon partial
or full exercise of the within Warrant)

The undersigned registered Holder of the within iatrirrevocably exercises the within Warrant fod aubscribes for shares of

Common Stock of Amazon.com, Inc. and agrees to rpaenent therefor in the amount of $ ,tahe price and on the terms and

conditions specified in the within Warrant and resjis that a certificate (or certific&iedenominations of shares) for

shares of Common Stock of hereby substfdyebe issued in the name of and delivered togske one] (a) the undersigned or (b)
, whose address is , and if such shares of Common Stock shall rdtite all the shares of Comm

Stock issuable as provided in the within Warramit 8 new Warrant of like tenor for the numbertedres of Common Stock of

not being subscribed for hereunder be issued indinee of and , whose address is

Dated:

By:

(Signature of Registered Holder)

Signature Guarantee:

By:
[Title]




EXHIBIT Il
ASSIGNMENT FORM

(To be executed only upon the assignment
of the within Warrant)

FOR VALUE RECEIVED the undersigned registered Hololethe within Warrant hereby sells, assigns aadsfer unto (the "Transferee"),
whose address is all of the rights of the undeesigmder the within Warrant, with respect to shares of Common Stock of
Amazon.com, Inc. and if such shares of Common Sgbeld not include all the shares of Common Stsskidble as provided in the within
Warrant, that a new Warrant of like tenor for themer of shares of Common Stock of not being transferred hereunder
be issued in the name of and delivered to the wiglezd, and does hereby irrevocably constituteagpaint

Attorney to register such transfer on the booksaintained for the purpose, with full power of ditigion in the premises. By signing belc
the transferee agrees to be bound by all of thesteind conditions of the within Warrant.

Dated ,

Signature Guaranteed: By

(Signature of Registered Holder)

By
[Title]

Accepted and Agreed this
____dayof |

By

(Signature of Transfere:



EXHIBIT 10.21
MARTIN SMITH INC
500 WATERMARK TOWER OFFICE LEASE

1109 FIRST AVENUE
SEATTLE, WA 98101-2988 215 COLUMBIA BUILDING
TEL 682-3300 FAX 340-1283

THIS LEASE is made this 20th day of March 1998 hy &etween PACIFIC NW TITLE BUILDING, INC., A WASHIGTON
CORPORATION ("Landlord"), and AMAZON.COM, INC., ABLAWARE CORPORATION ("Tenant"), who agree as folkw

1. FUNDAMENTAL TERMS. As used in this Lease, théldaving capitalized terms shall have the followimganings:

(a) "Land" means the land on which the Buildingpisated, situated in the City of Seattle, CountKirfg, State of Washington, which is
described on Exhibit A.

(b) "Building" means the building in which the Priees are located, commonly known as the 215 ColamBhilding, the street address of
which is 215 Columbia Street, Seattle, Washingt®hog.

(c) "Premises" means that certain space outlineddrin Exhibit B and located on the third and todtoors of the Building designated as
Suite 400.

(d) "Agreed Areas" means the agreed amount of bdn&ruare feet of space in the Building and tlerises. Landlord and Tenant stipulate
and agree for all purposes under this Lease teaBtliding contains approximately 43,840 rentalgjease feet of space (the "Building Area")
and that the Premises contain approximately 22r8@tble square feet of space (the "Premises Areafidlord and Tenant further agree |
the Building Area may exclude portions of the Biriglwhich are used for other than office purposesh as areas used for retail purposes or
for storage purposes.

(e) "Tenant's Share" means the Premises Area diagiéhe Building Area, expressed as a percentalgieh is fifty-two and five one-
hundredths percent (52.05%).

If a portion of the Building is damaged or condeghra any other event occurs which alters the nurobeentable square feet of space in the
Premises or the Building, then Landlord shall adjienant's Share to equal the number of rentahlarsdfeet of space then existing in the
Premises (as altered by such event) divided bytineber of rentable square feet of space then egistithe Building (as altered by such
event).

(f) "Commencement Date" means May 1, 1998, or sacher date as provided in Section 4 hereof.
(9) "Expiration Date" means May 31, 1999.

(h) "Term" means the period of time commencinglm@ommencement Date and ending on the Expirataia, dinless sooner terminated
pursuant to this Lease.

(i) "Minimum Monthly Rent" means Twenty-eight Tha@uml Five Hundred Twenty-five and 00/100ths Dol(&28,525.00) per month during
the Term of this Lease:

(j) "Permitted Use" means use for purposes of géimrsiness/administrative offices for an intermetsed bookseller.
(k) "Base Year" means the calendar year 1998.

() "Prepaid Rent" means Twenty-eight Thousand FHuadred Twenty-five and 00/100ths Dollars ($28,525.

(m) "Security Deposit" means Twenty-eight Thouskneé Hundred Twenty-five and no/100ths Dollars ($2%.00).

(n) "Landlord's Address for Notice" means 215 CdbisrBuilding, c/o Martin Smith Inc, 1109 First Aves, Suite 500, Seattle, Washington
98101-2988.

(0) "Landlord's Address for Payment of Rent" me2hs Columbia Building, c/o Martin Smith Inc, 1108t Avenue, Suite 500, Seattle,
Washington 981(-2988.



(p) "Tenant's Address for Notice" means Amazon.com, Attn: General Counsel, 1516 Second Avenu@e3!00, Seattle, Washington
98104.

(q) "Landlord's Agent" means Martin Smith Inc ockwther agent as Landlord may appoint from timgéne.
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(r) "Broker(s)" means Martin Smith Inc representthg Landlord and Washington Partners, Inc. repitésgthe Tenant.
(s) "Exhibits" means the following Exhibits to thisase:

Exhibit A - Legal Description of the Property ExhiB - Outline Drawing of the Premises Exhibit @/ork Letter Exhibit D - Rules and
Regulations

(t) "Rider" means the following Rider which is atted hereto: Rider dated March 20, 1998 by anddetMPACIFIC NW TITLE
BUILDING, INC., A WASHINGTON CORPORATION (“"Landlort), and AMAZON.COM, INC., A DELAWARE CORPORATION
("Tenant").

(u) "Definitions" means the words and phrases @efiim Section 42 captioned "Definitions".
2. PREMISES. Landlord leases to Tenant and Teeasek from Landlord the Premises for the Term.

3. APPURTENANCES. Tenant, and its authorized repriives, shall have the right to use, in commith athers and subject to the Rules
and Regulations, the Common Areas of the Buildiramdlord shall have the right, in Landlord's sakecktion, from time to time to (i) make
changes to the Building interior and exterior ammnton Areas, including without limitation, changeshe location, size, shape, number
appearance thereof, (ii) to close temporarily aihe Common Areas for maintenance purposes sodsmgasonable access to the Premises
remains available, and (iii) to use the Common Anshile engaged in making additional improvemergpairs or alterations to the Building.
All of the windows and exterior walls of the Prepssand any space in the Premises used for shaftksspipes, conduits, ducts, electrical
equipment or other utilities or Building facilitiese reserved solely to Landlord and Landlord dtele rights of access through the Premises
for the purpose of operating, maintaining and népgithe same, provided, however, that such chaslgaié not materially affect Tenant's
access to, or use and occupancy of, the Premises.

4. TERM.

(a) COMMENCEMENT DATE. This Lease shall become lghinding as of the earlier of the date Landlarti Tenant execute this Lease
or the date Tenant enters onto the Premises opantipn thereof with Landlord's consent, and shethain in full force and effect thereafter
until the expiration of the Term, unless soonemiaated pursuant to this Lease. The Term shall cenu® on the Commencement Date and
expire on the Expiration Date, unless sooner teateithpursuant to this Lease. The Commencementdbatebe the date specified in Section
1.

(i) Notwithstanding anything to the contrary ingt8ection, Tenant shall have the right to enteo tmt Premises at any time after full
execution of this Lease by Landlord and Tenantigdte the purpose of installation of cabling, commnications equipment, office equipment
and office furniture. No Rent shall be due for seelly access to the Premises.

(i) If Tenant shall occupy the Premises or anytiparthereof for the Permitted Use prior to the @aamcement Date specified in Section 1
then Tenant shall pay Minimum Monthly Rent for swdtupancy from and after the date of such eadypancy. Landlord acknowledges
that Tenant intends to occupy the third floor ia Bremises for the operation of its business as as@ossible, and Tenant may so occupy the
third floor prior to the Commencement Date.

(b) TENANT TERMINATION RIGHTS. If Landlord is unablto deliver possession of the Premises to Tenmatii@Commencement Date as
a result of causes beyond its reasonable contamidlord shall not be liable for any damage causef@ibng to deliver possession and this
Lease shall not be void or voidable. Tenant shatllbe liable for Rent until Landlord delivers possien of the Premises to Tenant. No delay
in delivery of possession of the Premises to Teshall change the Expiration Date or operate terekthe Term. If Landlord does not deli
possession of the Premises to Tenant within tii@®y days of the Commencement Date, then Tenantetegy to terminate this Lease by
giving notice to Landlord within thirty (30) dayslfowing the end of such thirty (30) day period.

(c) CONFIRMATION OF COMMENCEMENT DATE. When the Canencement Date as provided herein has been ekidls an earlier
or later date than the Commencement Date spedifi8éction 1, Landlord shall confirm the Commenceni2ate by notice to Tenant.

5. MINIMUM MONTHLY RENT; LATE CHARGE.

(2) MINIMUM MONTHLY RENT. Tenant shall pay to Lanaild the Minimum Monthly Rent without deduction, gét, prior notice or
demand, in advance on the first day of each moutimd the Term. Minimum Monthly Rent for any pattiaonth shall be prorated at the rate
of 1/30th of the Minimum Monthly Rent per day. Mimim Monthly Rent is exclusive of any sales, frasehbusiness or occupation or other
tax based on rents (other than Landlord's genecahie taxes) and should such taxes apply duringé¢hm, the Minimum Monthly Rent shi
be increased by the amount of such taxes. All Reall be paid to Landlord at Landlord's AddressHfayment of Rent or at such other
address as Landlord may specify by notice to Tenant

(b) LATE CHARGE. Tenant acknowledges that the f@gment by Tenant of any Rent will cause Landlorahtur administrative, collectio
processing and accounting costs and expenses meneplated under this Lease, the exact amount ahndre extremely difficult o



impracticable to fix. Therefore, if any



Rent is not received by Landlord from Tenant byfifie (5th) BUSINESS day after such Rent is duepant shall immediately pay to
Landlord a late charge equal to five percent (5¢%4he amount of such Rent or Seventy-five and Noth®ollars ($75.00), whichever is
greater. Landlord and Tenant agree that this ladege represents a reasonable estimate of suchatabtexpenses and is fair compensation to
Landlord for its loss caused by Tenant's nonpayn&mbuld Tenant pay said late charge but fail foquatemporaneously therewith all

unpaid amounts of Rent, Landlord's acceptanceisfdte charge shall not constitute a waiver ofdrdis default with respect to Tenant's
nonpayment nor prevent Landlord from exercising#ier rights and remedies available to Landlordienrthis Lease or under law.

6. PREPAID RENT AND SECURITY DEPOSIT. On executifithis Lease, Tenant shall deposit with Landldrel Prepaid Rent, as mont
rent for the first full month of the Term for whidkent is payable, and the Security Deposit, ascarfig Deposit for the performance by
Tenant of the provisions of this Lease. If Tenarihidefault, Landlord may use the Security Depasiainy portion of it, to cure the default,
including without limitation, paying for the cost any work necessary to restore the Premises, ¢hart improvements and any alterations to
good condition or to compensate Landlord for athdge sustained by Landlord resulting from Tenalgfault. Tenant shall within five (5)
days of demand pay to Landlord a sum equal to ¢iniéom of the Security Deposit expended or appligd.andlord as provided in this Sect
S0 as to maintain the Security Deposit in the suitially deposited with Landlord. If Tenant is natdefault as of the expiration or terminat
of the Term, including without limitation, in deflhin payment of the Rent for the last month of Treem, then Landlord shall return the
Security Deposit, without interest, to Tenant withireasonable period of time after the expiratiotermination of the Term. Landlord's
obligations with respect to the Security Deposit thiose of a debtor and not a trustee. Landlord enaymingle the Security Deposit with
Landlord's general and other funds.

7. REAL PROPERTY TAXES.

(&) PAYMENT OF TENANT'S SHARE OF INCREASES IN REARROPERTY TAXES. Commencing January 1, 1999, Teshall pay to
Landlord, as Additional Rent, monthly, in advancetioe first day of each month during the Term, mroant equal to one-twelfth (1/12th) of
Tenant's Share of all increases in Real Propertgd that are or will be levied or assessed agtiedProperty during each calendar year
during the Term over and above the Real Propemgd ¢éhat are levied or assessed against the Pyaheihg the Base Year as reasonably
estimated by Landlord. Such Additional Rent is asile of any sales, franchise, business or ocaupati other tax based on rents and should
such taxes apply during the Term, such Additiorehtshall be increased by the amount of such ta¥ékin one hundred twenty (120) days
after the end of each calendar year during the Teamdlord shall furnish to Tenant a statementefReal Property Taxes for the preceding
calendar year and Tenant's Share of the increa€ReahProperty Taxes. If Tenant's Share of thesame in such Real Property Taxes for that
calendar year over such Real Property Taxes foB#se Year exceeds the monthly payments made gntahen Tenant shall pay Landlc
the deficiency within thirty (30) days after redegf the statement. If Tenant's payments made duhat calendar year exceed Tenant's Share
of the increase in such Real Property Taxes fdraal@ndar year over such Real Property TaxeshfoBase Year, then, at Landlord's option,
either Landlord shall pay Tenant the excess atitine Landlord furnishes the statement to TenanT.esrant shall be entitled to offset the
excess against the next installment(s) of Minimuonifily Rent and Additional Rent, provided, howevbat at the end of the Term Landl«
shall pay Tenant the excess at the time Landlamishes the statement to Tenant.

(b) GENERAL AND SPECIAL ASSESSMENTS. With respeatany general or special assessments which magvlegllagainst or upon the
Property, or which under the laws then in force hayevidenced by improvement or other bonds or beagaid in annual installments, only
the amount of such annual installment, and intatestthereon, shall be included in the computaifdReal Property Taxes.

(c) PRORATION. Tenant's Share of Real Property $asteall be prorated on the basis of a 360-day tgeaccount for any fractional portion
of a tax year included in the Term at its commere@nand expiration.

(d) NO EFFECT ON MINIMUM MONTHLY RENT. Notwithstaridg anything to the contrary in this Section, thihum Monthly Rent
payable by Tenant shall in no event be less thaminimum Monthly Rent specified in Section 1.

8. PERSONAL PROPERTY TAXES. Tenant shall pay ptiodelinquency all personal property taxes assesgauhst and levied upon trade
fixtures, furnishings, equipment and all other pedd property of Tenant contained in the Premisedsewhere. If possible, Tenant shall
cause such trade fixtures, furnishings, equipmeadtal other personal property of Tenant to be st and billed separately from the
Property.

9. OPERATING COSTS.

(@) PAYMENT OF TENANT'S SHARE OF INCREASES IN OPERIWG COSTS. Commencing January 1, 1999, Tenant phglto
Landlord, as Additional Rent, monthly, in advancetioe first day of each month during the Term, mroant equal to one-twelfth (1/12th) of
Tenant's Share of the increase in the Operatings@dshe Property for each calendar year durieglterm over the Operating Costs for the
Base Year as reasonably estimated by Landlord.lbeshdhall reasonably estimate the Operating Clostthe Base Year and for each
calendar year during the Term based on the Opgré@tirsts that would have been incurred if the Bagdiad been 95% occupied during the
Base Year or each such calendar year, as the @sbantaking into account historical operatingtedsr the Building. Such Additional Rent
is exclusive of any sales, franchise, businessonpation or other tax based on rents and showhl sixxes apply during the Term, such
Additional Rent shall be increased by the amourstuch taxes. Within one hundred twenty (120) dditgs ¢he end of each calendar year
during the Term, Landlord shall furnish to Tenasta@ement of the Operating Costs for the prececthendar year and Tenant's Share of the
increase in the Operating Costs. If Tenant's Sbitiee



increase in the Operating Costs for that calendar gver the Operating Costs for the Base Yeareglscthe monthly payments made by
Tenant, then Tenant shall pay Landlord the defigremithin thirty (30) days after receipt of thetstment. If Tenant's payments made during
that calendar year exceed Tenant's Share of theaise in the Operating Costs for that calendar gearthe Operating Costs for the Base
Year, then, at Landlord's option, either Landldndlspay Tenant the excess at the time Landlondi$hes the statement to Tenant, or Tenant
shall be entitled to offset the excess againshihe installment(s) of Minimum Monthly Rent and Atilohal Rent, provided, however, that at
the end of the Term Landlord shall pay Tenant ttezss at the time Landlord furnishes the statetoefienant.

(b) PRORATION. Tenant's Share of Operating Costdl &le prorated on the basis of a 360 day yeacdouwnt for any fractional portion of a
year included in the Term at its commencement apdation.

(c) NO EFFECT ON MINIMUM MONTHLY RENT. Notwithstaridg anything to the contrary in this Section, thanihum Monthly Rent
payable by Tenant shall in no event be less thaMinimum Monthly Rent specified in Section 1.

(d) RIGHT TO EXAMINE LANDLORD'S BOOKS AND RECORDSenant or its authorized representative shall tlageight to examine
Landlord's books and records relating to Operafingts of the Property upon reasonable prior nafieeifying such records Tenant desire
examine, during normal business hours at the mapéaces where such records are normally kepehgiag such notice no later than ninety
(90) days following the furnishing of the Landlardtatement of the Operating Costs for the pregechifendar year and Tenant's Share of the
increase in the Operating Costs. Tenant may tageption to matters included in Operating Costd,asrdlord's computation of Tenant's
Share, by sending notice specifying such excemtrhthe reasons therefor to Landlord no later thaty (30) days after Landlord makes
such records available for examination. Landlostisement of the Operating Costs for the precectgndar year and Tenant's Share of the
increase in the Operating Costs shall be considaral] except as to matters to which exceptiotaken after examination of Landlord's bo
and records relating to Operating Costs of the &tgpn the foregoing manner and within the foregpiimes. Tenant acknowledges that
Landlord's ability to budget and incur expensesdedp on the finality of such statement, and acogidiagrees that time is of the essence of
this Section. If Tenant takes exception to any ematbntained in such statement as provided hdraimdlord shall refer the matter to an
independent certified public accountant, whoseifzation as to the proper amount shall be finad annclusive as between Landlord and
Tenant. Tenant shall promptly pay the cost of stgtification unless such certification determittest Landlord's statement of the Operating
Costs overstated the Operating Costs by more thiampércent (5%). Pending resolution of any suatepiions in the foregoing manner,
Tenant shall continue paying Tenant's Share of &per Costs in the amounts determined by Landleubtject to adjustment after any such
exceptions are so resolved. If such certificatietetmines that Landlord's statement of the Opeaya&iosts overstated the Operating Costs,
then Tenant shall receive a credit for Tenant's&bathe amount of such overstatement against paigrof Rent next due.

10. USE. Tenant shall use the Premises for the iRechtuse and for no other use without Landlordisrconsent. Tenant agrees that it has
determined to its satisfaction that the Premisesbeaused for the Permitted Use. Tenant waivesighyto terminate this Lease if the
Premises cannot be used for the Permitted UseglthenTerm unless the prohibition on use is thalted actions taken by Landlord. Tena
use of the Premises shall be in accordance witfotteaving:

() INSURANCE. Tenant shall not do, bring, or keeything in or about the Premises or the Propégy will cause a cancellation of any
insurance covering the Property. If the rate of msyrance carried by Landlord on the Propertyudsighed by the Washington Survey and
Rating Bureau, or any successor rating bureauem@g is increased as a result of Tenant's use,teeant shall pay to Landlord not less
than ten (10) days before the date Landlord isgalbdid to pay a premium on the insurance, a sum amjtiee difference between the original
premium and the increased premium.

(b) COMPLIANCE WITH LAWS. Tenant shall comply witlll Laws concerning the Premises and Tenant's uthed®remises. Landlord
shall comply with all Laws concerning the Buildiagd the Building common areas and the operatiomsaidtenance thereof.

(c) WASTE, NUISANCE AND IMPROPER USE. Tenant shadtt use the Premises in any manner that will canstivaste, nuisance or
unreasonable annoyance to other tenants in thdiBgijlincluding without limitation, (i) the use fwfudspeakers or sound or light apparatus
that can be heard or seen outside the Premisefr(dooking or other activities that cause odbet can be detected outside the Premises, or
(iii) for lodging or sleeping rooms.

(d) DAMAGE TO PROPERTY. Tenant shall not do anythin, on or about the Premises that will cause dgta the Property.

(e) RULES AND REGULATIONS. Tenant and its authodzepresentatives shall comply with the Rules aaguiations set forth on Exhibit
D attached hereto. Landlord shall have the riglantend, on thirty (30) days advance written notiice,Rules and Regulations from time to
time. In the event of a conflict between this Leand the Rules and Regulations, as amended, thselshall control. Landlord shall have the
right to enforce the Rules and Regulations. Lamti#drall have no liability or responsibility whatsee with respect to the noncompliance by
other tenants or their authorized representativdsamy of such Rules and Regulations.

11. HAZARDOUS SUBSTANCES. Tenant shall not dispoker otherwise allow the release of any Hazardduisstances in, on or under-
Premises, or the Property, or in any tenant imprer@s or alterations placed on the Premises byrfefianant represents and warrants to
Landlord that Tenant's intended use of the



Premises does not involve the use, productionpdedpor bringing on to the Premises of any Hazasdubstances, except for products
normally used in general business offices whichstitrte Hazardous Substances, provided that swadupts are used, stored and disposed of
in accordance with applicable laws and manufactesrd supplier's guidelines. Tenant shall promgtiyply with all laws and with all

orders, decrees or judgments of governmental aitifgor courts having jurisdiction, relating teethse, collection, treatment, disposal,
storage, control, removal or cleanup of Hazardaussg&nces, on or under the Premises or the Propeiitycorporated in any tenant
improvements or alterations, at Tenant's expense.

(a) COMPLIANCE; NOTIFICATION. After notice to Tenaand a reasonable opportunity for Tenant to eBach compliance, Landlord
may, but is not obligated to, enter upon the Pres@d take such actions and incur such costsxaemges to effect such compliance as it
deems advisable to protect its interest in the Besrand the Property, provided, however that Lladdihall not be obligated to give Tenant
notice and an opportunity to effect such complian¢g such delay might result in material advehsem to the Premises, or the Property, or
(i) an emergency exists. Tenant shall reimbursediad for the full amount of all costs and expeniseurred by Landlord in connection w
such compliance activities, and such obligationl slzatinue even after expiration or terminationtioé Term. Tenant shall notify Landlord
immediately of any release of any Hazardous Substaaon the Premises or the Property.

(b) INDEMNITY BY TENANT. Tenant agrees to hold Ldondd harmless from and against any and all damadpesges, cleanup costs,
remedial actions, costs and expenses, which mappesed on, incurred or paid by, or asserted aghargdlord, the Premises or the Propt

by reason of, or in connection with (1) any misesgntation, breach of warranty or other defaulfégant under this Lease, or (2) the acts or
omissions of Tenant, its authorized representatimeany subtenant or other person for whom Tewantd otherwise be liable, resulting in
the release of any Hazardous Substances on thédeeear the Property.

(c) INDEMNITY BY LANDLORD. Landlord agrees to holfienant harmless from and against any and all daspnabarges, cleanup costs,
remedial actions, costs and expenses, which mappesed on, incurred or paid by, or asserted ag&msant, the Premises or the Property
by reason of, or in connection with (i) any misesggntation, breach of warranty or other defaultdéaydlord under this Lease or (ii) the act
omissions of Landlord, its authorized represengstivr any other person for whom Landlord woulcotlise be liable, resulting in the rele
of any Hazardous Substances on the Premises @rdiperty.

(d) ACKNOWLEDGMENT AS TO HAZARDOUS SUBSTANCES. Tenbacknowledges that the Premises may contain ldanar
Substances, and Tenant accepts the Premises aBdiltieg notwithstanding such Hazardous Substarcasdlord represents to Tenant tt
to the best of Landlord's knowledge without indeget investigation or inquiry, as of the date oé@xtion of this Lease; (i) there has bee!
release in the Premises or the Building of any IHémas Substances in violation of any applicable $,zand (ii) the Premises and the Builc
contain no asbestos-containing materials. The teandlord's knowledge" means and includes onlyatteial knowledge of Landlord,
without giving effect to any principles of imputed constructive knowledge and without any dutynafuiry. If Landlord is required by any
law to take any action to remove or abate any Hbmes Substances, or if Landlord deems it neces$samynduct special maintenance or
testing procedures with regard to any Hazardoustanbes, or to remove or abate any Hazardous Swhksta_andlord may take such action
or conduct such procedures at times and in a mahattandlord deems appropriate under the circantgts, and Tenant shall permit the
same.

(e) SURVIVAL. The provisions of this Section shallrvive the expiration or sooner termination of freem. No subsequent modification or
termination of this Lease by agreement of the partir otherwise shall be construed to waive oradify any provisions of this Section
unless the termination or modification agreemerdtber document expressly so states in writing.

12. LANDLORD'S MAINTENANCE; INCLUSION IN OPERATINGCOSTS.

(a) LANDLORD'S MAINTENANCE. Except as provided ire&ion 13 captioned "Tenant's Maintenance; Remé&dsestion 23 captioned
"Destruction” and Section 24 captioned "Condemmétand except for damage caused by any negligeintemtional act or omission of
Tenant or its authorized representatives, Landdball maintain in good condition and repair thédwing:(i) the structural parts of the
Building, which structural parts include only trmuhdations, bearing and exterior walls (excluditagg and doors), subflooring and roof, (ii)
the building standard lighting fixtures, window @sings and ceiling tiles and the unexposed eledtmumbing and sewage systems,
including without limitation, those portions lyirautside the Premises, (iii) the heating, ventig@md air-conditioning system, if any,
servicing the Building, (iv) the lobbies, corridpedevators, public or common restrooms and othermon areas of the Building, and (v) the
sidewalks, grounds, landscaping, parking and lapdneas, if any, and other common areas of thegPgop

(b) INCLUSION IN OPERATING COSTS. The cost of maiiming, repairing, replacing or servicing the pams of the Building that
Landlord is required to maintain pursuant to thést®n shall be included in Operating Costs toekient provided in Section 9 captioned
"Operating Costs".

13. TENANT'S MAINTENANCE; REMEDIES.

(a) TENANT'S MAINTENANCE. Except as provided in $eo 12 captioned "Landlord’'s Maintenance; Inclasio Operating Costs",

Section 23 captioned "Destruction” and Section&ationed "Condemnation" and except for damage caig@ny negligent or intentional

act or omission of Landlord or its authorized resgretatives, Tenant, at its cost, shall maintaigood condition and repair the Premises
(ordinary wear and tear excepted), including withonitation, all of the Tenant Improvements (extép latent defects), Tenant's alterations,
Tenant's trade fixtures, Tenant's personal propsigns, walls, interior partitions, wall coveringgindows, non-building standard window
coverings, glass, doors, carpeting and resilietrihg,






non-building standard ceiling tiles, plumbing figtg and non-building standard lighting fixturesnadiet shall be liable for any damage to the
Premises and the Building resulting from the actsmissions of Tenant or its authorized represamsit

(b) LANDLORD'S REMEDIES. If Tenant fails to maintathe Premises in good condition and repair asiredjby Subsection 13(a) and if
such failure is not cured within thirty (30) dayea notice of such failure is given by Landlordtenant, then Landlord may, at its option,
cause the Premises to be maintained in good conditid repair and Tenant shall promptly reimbursedlord for all costs incurred by
Landlord in performance of Tenant's obligation taimtain the Premises.

14. TENANT IMPROVEMENTS AND ALTERATIONS; TRADE FIXURES.

(a) TENANT IMPROVEMENTS AND ALTERATIONS. Tenant aepts the Premises in "AS IS" condition without ainjigations for the
performance of improvements or other work by Lardild@enant shall not make any improvements or atit@ns (other than cabling) to the
Premises without Landlord's prior written consettich consent shall not be unreasonably withhél@iehant desires to make any
improvements or alterations to the Premises anagirbt.andlord's consent as described herein, Testatitpay for such improvements and
alterations as described in the Work Letter attddtereto as Exhibit C. If Tenant's improvements altetations coincide with Landlord's
long-term plans for the building, Landlord mayLiandlord's sole discretion, pay for all or a pantmf such improvements and alterations
made to the Premises. Tenant shall not make amy ottprovements or alterations to the Premisesawithandlord's prior consent. Any
improvements and alterations made by either pduall semain on and be surrendered with the Prentisesxpiration or termination of the
Term, except that Landlord can elect, at the tiraedlord gives it consent, to require Tenant to negremy improvements and alterations that
Tenant has made to the Premises. If Landlord sasgl€enant, at its cost, shall restore the Pres¢éhe condition designated by Landlor
its election, before the last day of the Term. Amprovements and alterations that remain on thenRes on expiration or termination of the
Term shall automatically become the property ofdlard and title to such improvements and alteratisimall automatically pass to Landlord
at such time without any payment therefor by Lardlto Tenant. If Tenant or its authorized represtves make any improvements or
alterations to the Premises as provided in thisi@®dhen such improvements and alterations @)ldke made in a first class manner in
conformity with then building standard improvemer(i shall be made utilizing then building standianaterials, (iii) shall be made in
compliance with the Rules and Regulations andehsanable directions of Landlord, (iv) shall be expdrsuant to a valid building permit to
be obtained by Tenant, at its cost, (v) shall bderia conformity with then applicable Laws, inclndiwithout limitation, building codes, and
(vi) shall not be commenced until five

(5) days after Landlord has received notice fromara stating the date the installation of such mmpments and alterations is to commence
so that Landlord can post and record an appropmiatiee of nonresponsibility.

(b) TRADE FIXTURES. Tenant may install any tradetdires in or on the Premises with Landlord's pcimnsent, which shall not be
unreasonably withheld.

15. MECHANICS' LIENS. Tenant shall pay, or causééopaid, all costs of labor, services and/or nigltesupplied in connection with any
Work. Tenant shall keep the Property free and aéail mechanics' liens and other liens resulfiogn any Work. Prior to the
commencement of any Work or the supply or furniglehany labor, services and/or materials in cotineavith any Work, Tenant shall
provide Landlord with a labor and material paymigonid in an amount equal to one hundred percen®4)l@d the aggregate price of all
contracts therefor, with release of the bond cémuktd on Tenant's payment in full of all claimdief claimants for such labor, services
and/or materials supplied in the prosecution ofark. Said payment bond shall name Landlord asmagpy obligee, shall be given by a
surety which is satisfactory to Landlord, and shallin such form as Landlord shall approve indle sliscretion. Tenant shall have the rigt
contest the correctness or validity of any such ligimmediately on demand by Landlord, it prociesd records a lien release bond issut
a responsible corporate surety in an amount seffidio satisfy statutory requirements therefohim $tate of Washington. Tenant shall
promptly pay or cause to be paid all sums awardehe claimant on its suit, and, in any event, tkefiny execution is issued with respect to
any judgment obtained by the claimant in its suib@fore such judgment becomes a lien on the Pesmighichever is earlier. If Tenant shall
be in default under this Section, by failing toyad® security for or satisfaction of any mechanig'sther liens, then Landlord may (but shall
not be obligated to), in addition to any other tgybr remedies it may have, discharge said lie¢)lpaying the claimant an amount sufficient
to settle and discharge the claim, (ii) procurind aecording a lien release bond, or

(iii) taking such other action as Landlord shakdenecessary or advisable, and, in any such eVenant shall pay as Additional Rent, on
Landlord's demand, all costs (including reasonatieney fees) incurred by Landlord in settling algtharging such lien together with
interest thereon in accordance with Section 3%icapd "Interest on Unpaid Rent" from the date ofidlard's payment of said costs.
Landlord's payment of such costs shall not waiyedefault of Tenant under this Section.

16. UTILITIES AND SERVICES.
(&) UTILITIES AND SERVICES FURNISHED BY LANDLORD. &ndlord shall furnish the Premises with:

(i) Electricity for lighting and power suitable ftine use of the Premises for ordinary general ®effiarposes; provided, however, that Tenant
shall not at any time have a connected electrazad for lighting purposes in excess of the wat{agyesquare foot of Premises Area required
for building standard amounts of lighting, or a seated load for all other power requirements inesgf four (4) watts per square foot of
Premises Area as determined by Landlord, and #wrality so provided for lighting and power shadit exceed such limits, subject to any
lower limits set by any governmental authority wiélspect thereto;



(i) Subject to the reasonable limitations of tiéstng building systems, heating, ventilating aidconditioning to maintain a temperature
range in the Premises which is customary for sinuiffice space in the Seattle, Washington areaitbabmpliance with any applicable
governmental regulations with respect thereto).ahtagrees to keep closed, when necessary, btirgjseries and windows which must be
closed to provide for the efficient operation of tieating and air conditioning systems, if any, @adant agrees to cooperate with Landlord
and to abide by the regulations and requirementshattandlord may prescribe for the proper functimpand protection of the heating,
ventilating and air-conditioning system, if anyTénant requires heating, ventilating and air cbowiing to the Premises other than during
normal business hours from 7:00 A.M. to 6:00 P.Muridays through Fridays and from the hours of 9:0@.Ao 1:00 P.M. on Saturdays,
except other than the stated Saturday hours, Serataythose legal holidays generally observeddrStiate of Washington, Landlord shall,
upon Tenant's request made not less than 24 heforelthe time Tenant requires the after hour senand not later than Noon on the Friday
before any Saturday or Sunday on which Tenant regsiuch service, and not later than Noon of tlyebdfore any holiday on which Tenant
requires such service (except as otherwise provit#dte Rules and Regulations), furnish such hgatiantilating and air conditioning. If
Tenant receives such services, then Tenant shalupan demand, an amount equal to Tenant's piopate share of the actual direct cost to
Landlord in providing the heating, ventilating aaid conditioning outside of normal business hours;

(iii) Water for restroom and drinking purposes audess to restroom facilities;

(iv) Elevator service for general office pedestrimage if the Building is serviced by elevators;
(v) Relamping of building-standard light fixtures;

(vi) Washing of interior and exterior surfaces grfegior windows with reasonable frequency; and
(vii) Janitorial service five (5) times per weekgcept holidays.

(b) PAYMENT FOR EXCESS UTILITIES AND SERVICES. Adlervices and utilities for the Premises not reqglicebe furnished by
Landlord pursuant to

Section 16(a) shall be paid for by Tenant. If Témaquires, on a regular basis, water, heat, aiditioning, electric current, elevator or
janitorial service in excess of that provided foiSection 16(a), then Tenant shall first obtaindbiesent of Landlord which consent shall

be unreasonably withheld. If Landlord consentauthsexcess use, Landlord may install an electniceot or water meter (including, without
limitation, any additional wiring, conduit or parrelquired therefor) to measure the excess elemtrient or water consumed by Tenant or
may cause the excess usage to be measured byedbenable methods (e.g. by temporary "check" meteby survey). Tenant shall pay to
Landlord upon demand (i) the cost of any and atkwéheat, air conditioning, electric current, tanal, elevator or other services or utilities
required to be furnished to Tenant in excess ok#reices and utilities required to be furnished_bydlord as provided in Section 16(a);

(i) the cost of installation, maintenance and rephany meter installed in the Premises; (iii¢ tost of all electricity and water consumed by
Tenant in connection with any dedicated heatingtilaing and/or air conditioning, computer powed#or air conditioning,
telecommunications or other special systems of figiacluding any power usage other than througbtiexg standard 110-volt AC outlets;
and (iv) any cost incurred by Landlord in keepiegaunt of or determining such excess utilitiesawies furnished to Tenant. Landlord's
failure to bill Tenant for any such excess utibtiar services shall not waive Landlord's rightitbTenant for the excess at a later time.

(c) TEMPERATURE BALANCE. Landlord makes no repretsgion to Tenant regarding the adequacy or fitnéske heating, ventilating a
air-conditioning systems, if any, in the Buildirgrhaintain temperatures that may be required fdogocause of, any of Tenant's equipment
which uses other than the fractional horsepowemadly required for office equipment, and Landlohéib have no liability for loss or dama
suffered by Tenant or others in connection thefewitthe temperature otherwise maintained in aorgipn of the Premises by the heating, air
conditioning or ventilation system is affected agsult of (i) any lights, machines or equipmentliiding without limitation electronic data
processing machines) used by Tenant in the Premises

(i) the occupancy of the Premises by more thanpmrson per two hundred (200) square feet of rémtaiea therein, (iii) an electrical load
lighting or power in excess of the limits per squfmot of rentable area of the Premises specifiegieiction 16(a), or (iv) any rearrangemer
partitioning or other improvements, Landlord mastail any equipment, or modify any existing equiptn@ncluding the standard air
conditioning equipment) Landlord deems necessarggtore the temperature balance. The cost of aety equipment, including without
limitation, the cost of design and installationrdf, and the cost of operating, metering, maimaitor repairing the same, shall be paid by
Tenant to Landlord upon demand. Tenant shall retaihor operate window-mounted heating or air-éoowing units.

(d) SPECIAL ELECTRICAL OR WATER CONNECTIONS; ELECTRITY USE. Tenant will not, without the prior cormgeof Landlord,
which shall not be unreasonably withheld, connectse any apparatus or device in the Premises

(i) using current in excess of 110 volts or (ii)ietwill cause the amount of electricity, wateratieg, air conditioning or ventilation

furnished to the Premises to exceed the amountregtjfor use of the Premises for ordinary geneffid® purposes during normal business
hours or (iii) which would cause Tenant's connetted to exceed any limits established in Secti®f@)lL Tenant shall not connect with
electric current except through existing outletthia Premises and shall not connect with waterspipeept through existing plumbing fixtu

in the Premises. In no event shall Tenant's usdestricity exceed the capacity of existing feederthe Building or the risers or wiring
installation, and Landlord may prohibit the useany electrical equipment which in Landlord's opmieill overload such wiring or interfere
with the use thereof by other tenants in the Boddif Landlord consents to the use of equipmequiring such changes, Tenant shall pay the
cost of installing any additional risers, panelstrer facilities that may be necessary to furmisbrgy to the Premises.
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Landlord will not permit additional coring of thiér of the Premises in order to install new eleautlets in the Premises unless Tenant
furnishes Landlord with Xay scans of the floor area where the Tenant wighptace additional electrical outlets and Land]an its absolut
discretion, is satisfied, on the basis of such Xgeans and other information obtained by Landltrdt coring of the floor in order to install
such additional outlets will not weaken the stroetof the floor.

(e) LANDLORD'S DUTIES. Landlord shall not be in deft under this Lease or liable for any damagesltiag from, or incidental to, any of
the following, nor shall any of the following be antual or constructive eviction of Tenant, norlisthee Rent be abated by reason of: (i)
failure to furnish or delay in furnishing any oktkervices described in this Section when suctr&ibr delay is caused by accident or any
condition beyond the reasonable control of Landlorduding the making of necessary repairs or mepments to the Premises or to the
Building, (ii) any electrical surges or spikes, or

(iii) failure to make any repair or to perform amgaintenance, unless such failure shall persisafiannreasonable time after notice of the need
for such repair or maintenance is given to Landlyd’enant. Landlord shall use reasonable effortemedy any interruption in the

furnishing of such services.

() GOVERNMENTAL REGULATIONS. Any other provisionsf this Section notwithstanding, if any governméatathority or utility

supplier imposes any laws, controls, conditiongtber restrictions upon Landlord, Tenant, or thddBng, relating to the use or conservation
of energy or utilities, mandated changes in tentpega to be maintained in the Premises or the Bigldr the reduction of automobile or
other emissions (collectively, the "Controls"),ioithe event Landlord is required or elects to makerations to the Building in order to
comply with the Controls, Landlord may, in its reaable discretion, comply and may require Tenagbtaply with the Controls or make
such alterations to the Building in order to compith the Controls. Such compliance and the makihguch alterations shall not constitute
an actual or constructive eviction of Tenant, ingoa Landlord any liability whatsoever, or entiflenant to any abatement of Rent.

17. INDEMNITY.

(2) GENERALLY. Tenant shall hold Landlord harmléssm and against any and all damages arising oatpfdamage to any persons or
property occurring in, on or about the PremisetherProperty resulting from the acts or omissidnBemant or its authorized representatives.
Landlord shall hold Tenant harmless from and againg and all damages arising out of any damag@éygersons or property occurring in,
on or about the Premises or the Property resuitorg the acts or omissions of Landlord or its autted representatives. A party's obligation
under this Section to indemnify and hold the otheatty harmless shall be limited to the sum thategs the amount of insurance proceeds, if
any, received by the party being indemnified.

(b) CONCURRENT NEGLIGENCE OF LANDLORD AND TENANT. &twithstanding

Section 17(a) above, in the event of concurrenligegce of Tenant, or its authorized representafive the one hand, and that of Landlor
its authorized representatives, on the other hahath concurrent negligence results in damage yopansons or property occurring in, on or
about the Premises or the Property, either pashligation to indemnify the other party as setldrt Section 17(a) shall be limited to the
extent of the negligence of the indemnifying padyits authorized representatives, including tidemnifying party's proportional share of
costs and attorneys' fees incurred in connectidin any claims, actions or proceedings brought wapect to such damage.

(c) WAIVER OF WORKER'S COMPENSATION IMMUNITY. Thendemnification obligations contained in this Sectsthall not be limited
by any worker's compensation, benefit or disabifitys, and each indemnifying party hereby waivete(g for the benefit of the indemnified
party) any immunity that said indemnifying partyyrtaave under the Industrial Insurance Act, TitleRBAW and similar worker's
compensation, benefit or disability laws.

(d) PROVISIONS SPECIFICALLY NEGOTIATED. LANDLORD AR TENANT ACKNOWLEDGE BY THEIR EXECUTION OF THIS
LEASE THAT EACH OF THE INDEMNIFICATION PROVISIONS B THIS LEASE (SPECIFICALLY INCLUDING BUT NOT
LIMITED TO THOSE RELATING TO WORKER'S COMPENSATIOBENEFITS AND LAWS) WERE SPECIFICALLY NEGOTIATED
AND AGREED TO BY LANDLORD AND TENANT.

18. EXEMPTION OF LANDLORD FROM LIABILITY. Landlordand Landlord's Agent shall not be liable for injioyTenant's business or
loss of income therefrom or for damage which magumstained by the person, goods, wares, merchandggeperty of Tenant, its authoriz
representatives, or any other person in or ab@uPtlemises, caused by or resulting from fire, stedectricity, gas, water or rain, which may
leak or flow from or into any part of the Premisesfrom the breakage, leakage, obstruction orraikéects of the pipes, sprinklers, wires,
appliances, plumbing, air conditioning or lightifigtures of the same, whether the said damagejaryimesulting from conditions arising
upon the Premises or upon other portions of thédBig or the Property unless such injury or damiagesused by the negligence or willful
misconduct of Landlord or its authorized represivea.

19. COMMERCIAL GENERAL LIABILITY AND PROPERTY DAMACE INSURANCE. Tenant, at its cost, shall maintaimoeercial
general liability insurance (including contractliability and products and completed operationbiligy) with liability limits of not less than
$1,000,000 per occurrence and $2,000,000 annuatgaig, insuring against all liability of Tenandats authorized representatives arising
out of or in connection with Tenant's use and oacgy of the Premises and property damage insunaiticdiability limits of not less than
$500,000. All such commercial general liability gmdperty damage insurance shall insure performbpdeenant of the indemnity provisic
of

Section 17 captioned "Indemnity"”. Landlord and Uandls Agent shall be additional named insuredsweh insurance policy.
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20. TENANT'S FIRE INSURANCE. Tenant, at its co$tak maintain on all of Tenant's Alterations, Trdeletures and Personal Property in,
on or about the Premises, a policy of standardr#gk fire insurance, in an amount equal to at ldast full replacement cost. The proceed
any such policy shall be used by Tenant for thtoraion of Tenant's Alterations and Trade Fixtuaad the replacement of its Personal
Property. Any portion of such proceeds not usedimh restoration shall belong to Tenant.

21. WAIVER OF SUBROGATION. Landlord and Tenant eede each other, and their respective authorizedseptatives, from any claims
for damage to any person or to the Premises andut@ing and to Tenant's Alterations, Trade Fiegiand Personal Property that are causec
by or result from risks insured against under arsyifance policies carried by the parties, in fatcthe time of any such damage and
collectible. Landlord and Tenant shall cause eashrance policy obtained by it to provide thatitieurance company waives all right of
recovery by way of subrogation against either partyonnection with any damage covered by any erste policy. Neither party shall be
liable to the other for any damage caused by fireny of the risks insured against under any instegolicy required by this Lease.

22. OTHER INSURANCE MATTERS. All insurance requirexbe carried by Tenant under this Lease shaligiissued by insurance
companies authorized to do business in the Staféashington with a rating of A/VI or better as ia the most recent edition of Best's
Insurance Reports; (i) be issued as a primarycppénd (iii) contain an endorsement requiringtyh{B0) days' prior written notice from the
insurance company to both parties, to Landlord'srigand, if requested by Landlord, to Landlordfeder, before cancellation or change in
the coverage, scope, or amount of any policy. Fadicy or a certificate of the policy, together viévidence of payment of premiums, shall
be deposited with Landlord on or before the Comrasrent Date, and on renewal of the policy not Ikas ten (10) days before expiration of
the term of the policy.

23. DESTRUCTION.

(a) INSURED DAMAGE. If during the Term the Premis@sthe Building are partially or totally destroylky any casualty that is covered by
any insurance carried by Landlord covering the @od, rendering the Premises partially or totafigdcessible or unusable, Landlord shall
restore the Premises or the Building to substdptiaé same condition as they were in immediatelfioke such destruction, if (i) the insural
proceeds available to Landlord equal or exceedalséof such restoration, (ii) in the opinion afegjistered architect or engineer appointed by
Landlord such restoration can be completed withie bundred eighty (180) days after the date ofrdetsdn, and (iii) such restoration is
permitted under then existing laws to be done ohsumanner as to return the Premises, or the iBgijlds the case may be, to substantially
the same condition as they were in immediately fee$oich destruction. To the extent that the insiggmoceeds must be paid to a mortgagee
under, or must be applied to reduce any debt sddyrea mortgage covering the Property, the instegmoceeds shall be deemed not to be
available to Landlord unless such mortgagee petmaitsllord to use the insurance proceeds for swstonaion. Such destruction shall not
terminate this Lease.

(b) MAJOR OR UNINSURED DAMAGE. If during the Terrhe& Premises or the Building are partially or tgtakstroyed by any casualty
and Landlord is not obligated under Section 23é&ptioned "Insured Damage" to restore the Premist#ieedBuilding, as the case may be, t

(i) Landlord may, at its election, restore the Pisas or the Building to substantially the same dordas they were in immediately before
such destruction, or (ii) either party may termantitis Lease effective as of the date of such detsbn on notice to the other party within
sixty (60) days after the date of destruction.dhtlord does not give Tenant notice within sixt@)(8ays after the date of such destruction of
its election to restore the Premises or the Bujjdas the case may be, Landlord shall be deemieavimelected to terminate this Lease. If
Landlord elects to restore the Premises or thedBigl as the case may be, Landlord shall use coniatigrreasonable efforts to complete
such restoration within one hundred eighty (18@)sdafter the date on which Landlord obtains alhgies necessary for such restoration,
provided, however, that such one hundred eight@) @&y period shall be extended by a period equahy delays caused by Force Majeure,
and such destruction shall not terminate this Lease

(c) DAMAGE TO THE BUILDING. If during the Term thBuilding is partially destroyed by any casualty d@nid the opinion of Landlord
the Building should be restored in such a way asdterially alter the Premises, then Landlord nady,andlord's election, terminate this
Lease by giving notice to Tenant of Landlord's &tecto do so within sixty (60) days after the datesuch destruction.

(d) EXTENT OF LANDLORD'S OBLIGATION TO RESTORE. lfandlord is required or elects to restore the Psesas provided in this
Section, Landlord shall not be required to restdterations made by Tenant, Tenant's trade fixtanesTenant's personal property, such
excluded items being the sole responsibility ofdrgro restore.

(e) ABATEMENT OR REDUCTION OF RENT. In case of dageato, or destruction of, the Premises or the Bujjdhe Rent shall be abated
or reduced, between the date of destruction andateof completion of restoration, by an amouat th in the same ratio to the Rent as the
total number of square feet of the Premises tleasardamaged or destroyed bears to the total nuohlsguare feet in the Premises.

24. CONDEMNATION. If during the Term there is araking of part or all of the Premises or the Buitglyy condemnation, then the rights
and obligations of the parties shall be as follows:

(&) MINOR TAKING. If there is a taking of less th&an percent (10%) of the Premises, this Leasé sdrmahin in full force and effect.
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(b) MAJOR TAKING. If there is a taking of ten pert€10%) or more of the Premises and if the remaimiortion of the Premises is of such
size or configuration that Tenant is unable to emntdts business in the Premises, then the Terthtehainate as of the date of taking.

(c) TAKING OF PART OF THE BUILDING. If there is aking of a part of the Building other than the Pisas and if in the opinion of
Landlord the Building should be restored in suatag as to materially alter the Premises, then Landdinay terminate the Term by giving
notice to such effect to Tenant within sixty (6@yd after the date of vesting of title in the cander and the Term shall terminate as of the
date specified in such notice, which date shallb@oless than sixty (60) days after the givinguafrsnotice.

(d) AWARD. The entire award for the Premises, thilddng and the Property, shall belong to and bid paLandlord, Tenant hereby
assigning to Landlord Tenant's interest thereianif, provided, however, that Tenant shall haveitite to claim and recover from the
condemnor compensation for the loss of any almnatimade by Tenant, Tenant's trade fixtures, T&npeatsonal property, moving expenses
and business interruption.

(e) ABATEMENT OF RENT. If any part of the Premidedaken by condemnation and this Lease remaifidliforce and effect, on the date
of taking the Rent shall be reduced by an amouattithin the same ratio to the Rent as the totalbar of square feet in the Premises taken
bears to the total number of square feet in thenRes immediately before the date of taking.

25. ASSIGNMENT AND SUBLETTING.

(2) LANDLORD'S CONSENT; DEFINITIONS. Tenant acknaalges that the Building is a multi-tenant officélding, occupied by tenants
specifically selected by Landlord, and that Landlbas a legitimate interest in the type and qualityuch tenants, the location of tenants in
the Building and in controlling the leasing of spaie the Building so that Landlord can better nthetparticular needs of its tenants and
protect and enhance the relative image, positiaghvatue of the Building in the office building matk Tenant further acknowledges that the
rental value of the Premises may fluctuate durdmegTerm in accordance with market conditions, aisdh result, the Rent paid by Tenant
under the Lease at any particular time may be hightower than the then market rental value ofRnemises. Landlord and Tenant agree,
and the provisions of this Section are intendesbtprovide, that, if Tenant voluntarily assigndiiterest in this Lease or in the Premises or
subleases any part or all of the Premises, one(b@f of the net profits from any increase in tharket rental value of the Premises shall
belong solely to Landlord. Tenant acknowledges, fidenant voluntarily assigns this Lease or sabés any part or all of the Premises,
Tenant's investment in the subject portion of trenises (specifically including, but not limited tenant improvements, good will or other
assets) may be lost or reduced as a result ofatan.

(b) CONSENT REQUIRED. Tenant shall not voluntaalysign or encumber its interest in this Lease thérPremises, or sublease any part
or all of the Premises, without Landlord's prionsent, which consent shall not be unreasonablyheith Any assignment, encumbrance or
sublease without Landlord's consent shall be vdédabd, at Landlord's election, shall constituteetault by Tenant under this Lease. In
determining whether to approve a proposed assighatesublease, Landlord shall place primary empghasithe proposed transferee's
reputation and creditworthiness, the charactehefiusiness to be conducted by the proposed traesde the Premises and the affect of such
assignment or subletting on the tenant mix in thédihg. In addition, Landlord shall have the rigbtapprove the specific form of any
assignment or sublease agreement. In no eventlsiralord be obligated to consent to any assignmestibletting which increases (i) the
Operating Costs,

(i) the burden on the Building services, or (itig foot traffic, elevator usage or security consdn the Building, or creates an increased
probability of the comfort and/or safety of the déord and other tenants in the Building being usogably compromised or reduced (for
example, but not exclusively, Landlord may denysemi to an assignment or subletting where the spalcdee used for a school or training
facility, an entertainment, sports or recreatictilfy, retail sales to the public (unless Tenapgsmitted use is retail sales), a personnel or
employment agency, a medical office, or an embasspnsulate or similar office. Landlord shall het obligated to approve an assignme!
subletting to (x) a current tenant of the Buildmg(y) a prospective tenant of the Building withamh Landlord is then negotiating. Landlord's
foregoing rights and options shall continue thraugtthe entire term of this Lease. No consent joassignment, encumbrance or sublease
shall constitute a waiver of the provisions of tBction and no other or subsequent assignmenifrdmance or sublease shall be made
without Landlord's prior consent. Neither an assignt or subletting nor the collection of Rent bywtlrd from any person other than
Tenant, nor the application of any such Rent asgiged in this Section shall be deemed a waivemgfat the provisions of this Section or
release Tenant from its obligation to comply wlhie terms and provisions of this Lease and Tenaailt igmain fully and primarily liable for
all of Tenant's obligations under this Lease, idiig the obligation to pay Rent under this Leasgy personal guarantee(s) of Tenant's
obligations under this Lease shall remain in fatce and effect following any such assignment dietting. Landlord may condition appro
of an assignment or subletting hereunder on ar#se in the amount of the Security Deposit or orip of personal guarantees of the
assignee's or sublessee's obligations under thisel éf Landlord approves of an assignment or stitjehereunder and this Lease contains
any renewal options, expansion options, rightsref fefusal, rights of first negotiation or anyet rights or options pertaining to additional
space in the Building, such rights and/or optidmaisnot run to the assignee or subtenant, it bagrged by the parties hereto that any such
rights and options are personal to Tenant namesirhand may not be transferred.

(c) CONDITIONS TO ASSIGNMENT OR SUBLEASE. Tenantrags that any instrument by which Tenant assigissiiolets all or any
portion of the Premises shall expressly provide tie assignee or subtenant may not further assignblet the assigned or sublet space
without Landlord's prior consent (which consentlishat, subject to Landlord's rights under Sect®&ifb), be unreasonably withheld or
delayed), and that the
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assignee or subtenant will comply with all of theyisions of this Lease and that Landlord may esédhe Lease provisions directly against
such assignee or subtenant. If this Lease is asdigvhether or not in violation of the terms anovisions of this Lease, Landlord may coll
Rent from the assignee. If the Premises, or anytpareof, is sublet, Landlord may, upon a defantler this Lease, collect rent from the
subtenant. In either event, Landlord may applyameunt collected from the assignee or subtenahéb@ant's obligation to pay Rent under
this Lease.

(d) EVENTS CONSTITUTING AN ASSIGNMENT OR SUBLEASIHor purposes of this Section, the following evesttall be deemed an
assignment or sublease, as appropriate:(i) thamsguof equity interests (whether stock, partnprstierests or otherwise) in Tenant, or any
assignee or subtenant, if applicable, or any enttytrolling any of them, to any person or groupedated persons, in a single transaction or a
series of related or unrelated transactions, suat tollowing such issuance, such person or gstgtl have Control (as defined below) of
Tenant, or any assignee or subtenant, if applicabl@i) a transfer of Control of Tenant, or args@nee or subtenant, if applicable, or any
entity controlling any of them, in a single tranac or a series of related or unrelated transast{including, without limitation, by
consolidation, merger, acquisition or reorganizgti@xcept that the transfer of outstanding captiatk or other listed equity interests by
persons or parties other than "“insiders" withinrtitemning of the Securities Exchange Act of 1934msnded, through the "over-theunter'
market or any recognized national or internaticealurities exchange, shall not be included in ddténg whether Control has been
transferred. "Control" shall mean direct or indireanership of fifty percent (50%) or more of dlktlegal and equitable interest in any
business entity.

Notwithstanding anything to the contrary in thicten, Tenant may assign this Lease or sublet thelevor any part of the Premis:

including the Right of First Offer granted to Tehag Landlord as set forth in Section 43 of thedjdo: (a) any corporation in whom or with
which Tenant may be merged or consolidated, pravitat the net worth of the resulting corporatiemat least equal to the greater of (i) the
net worth of Tenant on the date hereof, or

(i) the net worth of Tenant immediately prior tack merger or consolidation, or (b) any entity tsow Tenant sells all of its assets; provided
that such corporation or such entity describe@jrafid (b) above expressly assumes all of Tenalnitgation hereunder and otherwise
complies with the provisions of Subsection 25(d)tlerd "Conditions to Assignment or Sublease".

(e) PROCESSING EXPENSES. Tenant shall pay to Laddiee amount of Landlord's cost of processing gaoposed assignment or
subletting, including without limitation, attornéymd other professional fees, and the cost of loadd administrative, accounting and

clerical time (collectively, "Processing Costs'hidahe amount of all direct and indirect expenseiired by Landlord arising from the
assignee or sublessee taking occupancy of theddgiace, including without limitation, costs adiffht elevator operation for moving of
furnishings and trade fixtures, security serviesjtprial and cleaning service, rubbish removaviser, costs of changing signage, and costs of
changing locks and making new keys (collective@¢tupancy Costs"). Notwithstanding anything todbetrary herein, Landlord shall not

be required to process any request for Landlomtisent to an assignment or subletting until Tehastpaid to Landlord the amount of
Landlord's estimate of the Processing Costs an@tteipancy Costs.

(f) CONSIDERATION TO LANDLORD. In the event of arassignment or sublease, whether or not requiringlload's consent, Landlord
shall be entitled to receive, as Additional Rene-talf (1/2) of any net consideration, includinghout limitation, payment for leasehold
improvements owned by Landlord, paid by the assigimesubtenant for the assignment or subleaseratitk case of sublease, one-half (1/2)
of the excess of the amount of rent paid for tHeetispace by the subtenant over the total amduviiomum Monthly Rent under Section 5
and Additional Rent under Sections 7 and

9. Upon Landlord's request, Tenant shall assidratwllord all amounts to be paid to Tenant by thsigaee or subtenant and shall direct such
assignee or subtenant to pay the same directhanallord. If there is more than one sublease uridet ease, the amounts (if any) to be paid
by Tenant to Landlord pursuant to the precedinges®® shall be separately calculated for each asbland amounts due Landlord with
regard to any one sublease may not be offset @geimsl and other consideration pertaining duesuiathy other sublease.

With regard to an approved assignment or subletliegant acknowledges that Landlord's agreemea¢dbdirectly with the assignee or
subtenant with regard to such party's occupantlgeoPremises and the administration of the Lea#bout requiring Tenant to monitor or
become directly involved in such matters, constguappropriate and acceptable consideration farghture by Landlord of any rent or
consideration paid by the assignee or subtenaawdass of that required to be paid by Tenant utiget ease.

(g) PROCEDURES. If Tenant desires to assign thaskeor any interest therein or sublet all or pathe Premises, Tenant shall give
Landlord written notice thereof designating thecgpproposed to be sublet and the terms proposed!dra shall have the prior right and
option (to be exercised by written notice to Tergisen within fifteen (15) days after receipt offiBat's notice) (i) to sublet from Tenant any
portion of the Premises proposed by Tenant to beesuor the term for which such portion is propdgo be sublet, but at the same Rent
(including Additional Rent as provided for in Sects 7 and 9) as Tenant is required to pay to Laddlader this Lease for the same space,
computed on a pro rata square footage basis, amthdhe term of such sublease Tenant shall basebt of its obligations under the Lease
with regard to the subject space, (ii) if the terhthe sublease (including any renewal terms) @dfpire during the final eighteen (18) months
of the Term (or if Tenant has exercised a renewtbn, if any, then during the final eighteen (B8nths of the subject renewal period), to
terminate this Lease as it pertains to the ponioine Premises so proposed by Tenant to be swinléti) to approve Tenant's proposal to
sublet conditional upon Landlord's subsequent @nitipproval of the specific sublease obtained mafeand the specific subtenant named
therein. If Landlord exercises its option in (i)oale, then Landlord may, at Landlord's sole coststroict improvements in the subject space
and, so long as the improvements are suitabledoeigl office purposes, Landlord shall have nogalion to restore the subject space to its
original condition following the termination of tieaiblease. If Landlord exercises its option descriln (iii) above, Tenant shall submit to
Landlord for
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Landlord's written approval Tenant's proposed sagd@egreement (in which the proposed subtenantshabmed) together with a current
reviewed or audited financial statement prepared bgrtified public accountant for such proposdutestant and a credit report on such
proposed subtenant prepared by a recognized cegditting agency. If Landlord fails to exercise afigresaid option to sublet or to
terminate, this shall not be construed as or cansta waiver of any of the provisions of this $&ttIf Landlord exercises any such option to
sublet or to terminate, Landlord shall not have katyility for any real estate brokerage commis§&mr with respect to any of the costs and
expenses that Tenant may have incurred in conmegidiih its proposed subletting, and Tenant agred®td Landlord harmless from and
against any and all claims (including, without fiation, claims for commissions) arising from sucbgmsed subletting. Landlord's foregoing
rights and options shall continue throughout thenTd-or purposes of this Section, a proposed assghof this Lease in whole or in part
shall be deemed a proposed subletting of such space

(h) DOCUMENTATION. No permitted subletting by Teriatall be effective until there has been delivdcedandlord a counterpart of the
sublease in which the subtenant agrees to be amgirgointly and severally liable with Tenant fbietpayment of Rent pertaining to the st
space and for the performance of all of the temusgovisions of this Lease; provided, howevert tha subtenant shall be liable to Landlord
for rent only in the amount set forth in the subkeaNo permitted assignment shall be effectivessnéand until there has been delivered to
Landlord a counterpart of the assignment in whighassignee assumes all of Tenant's obligationsruhid Lease arising on or after the date
of the assignment. The failure or refusal of a snbht or assignee to execute any such instrumehtrgt release or discharge the subtenant
or assignee from its liability as set forth above.

(i) NO MERGER. Without limiting any of the provisis of this Section, if Tenant has entered into autyleases of any portion of the
Premises, the voluntary or other surrender ofltbsse by Tenant, or a mutual cancellation by Lamddmd Tenant, shall not work a merger,
and shall, at the option of Landlord, terminateoaliny existing subleases or subtenancies dngatftion of Landlord, operate as an
assignment to Landlord of any or all such subleasesibtenancies.

26. DEFAULT. The occurrence of any of the followisigall constitute a default by Tenant under thiadee

(a) FAILURE TO PAY RENT. Failure to pay Rent whemed if the failure continues for a period of th(8g days after notice of such default
has been given by Landlord to Tenant.

(b) FAILURE TO COMPLY WITH RULES AND REGULATIONS. &ilure to comply with the Rules and Regulationshé failure continue
for a period of ten

(10) days after notice of such default is giverLbndlord to Tenant. If the failure to comply canneasonably be cured within ten (10) days,
then Tenant shall not be in default under this ee&$enant commences to cure the failure to comgptiin ten (10) days and diligently and
in good faith continues to cure the failure to c&mp

(c) OTHER DEFAULTS. Failure to perform any otheowpision of this Lease, if the failure to performmist cured within thirty (30) days aft
notice of such default has been given by Landlor@ignant. If the default cannot reasonably be cwigtuin thirty (30) days, then Tenant sk
not be in default under this Lease if Tenant comeeeno cure the default within thirty

(30) days and diligently and in good faith contiste cure the default.

(d) APPOINTMENT OF TRUSTEE OR RECEIVER. The appuoient of a trustee or receiver to take possessisnlugtantially all of the
Tenant's assets located at the Premises or of Teivaerest in this Lease, where possession isastbred to Tenant within sixty (60) days
the attachment, execution or other judicial seinfreubstantially all of Tenant's assets locateti@Premises or of Tenant's interest in this
Lease, where such seizure is not discharged wsikty (60) days.

27. REMEDIES. If Tenant commits a default, Landlsldll have the following alternative remedies, ahhdre in addition to any remedies
now or later allowed by law:

(a) MAINTAIN LEASE IN FORCE. Maintain this Lease foll force and effect and recover the Rent aneépthonetary charges as they
become due, without terminating Tenant's rightdesgssion, irrespective of whether Tenant shak ladmandoned the Premises. If Landlord
elects to not terminate the Lease, Landlord steletthe right to attempt to re-let the Premisesuiah rent and upon such conditions and for
such a term, and to do all acts necessary to niaiotgpreserve the Premises as Landlord deemsnabkoand necessary without being
deemed to have elected to terminate the Leasedingwemoval of all persons and property from thenises; such property may be remo
and stored in a public warehouse or elsewhereeatdbt of and for the account of Tenant. In thenemay such re-letting occurs, this Lease
shall terminate automatically upon the new Tenakitg possession of the Premises. Notwithstandhiagltandlord fails to elect to terminate
the Lease initially, Landlord at any time during tierm of this Lease may elect to terminate thisskeeby virtue of such previous default of
Tenant.

(b) TERMINATE LEASE. Terminate Tenant's right togsession by any lawful means, in which case thaseeshall terminate and Tenant
shall immediately surrender possession of the Besitio Landlord. In such event Landlord shall kéled to recover from Tenant all
damages incurred by Landlord by reason of Tendafault including without limitation thereto, thellbwing: (i) The worth at the time of
award of any unpaid Rent which had been earndtkeatrhe of such termination; plus (ii) the worthtaé time of award of the amount by
which the unpaid Rent which would have been eaatfied termination until the time of award excedus amount of such rental loss that
Tenant proves could have been reasonably avoidiesi{ip) the worth at the time of award of the aimb by which the unpaid Rent for the
balance of the Term after the time of award excéleelmmount of such rental loss that is provedabel reasonably avoided; plus (iv) any
other amount necessary to compensate Landlordlfireadetriment proximately caused by Tenant'kifaito
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perform its obligations under this Lease or whiclthie ordinary course of things would be likelyrésult therefrom, including without
limitation, any costs or expenses incurred by Lardlin (A) retaking possession of the Premiseduifing reasonable attorney fees therefor,
(B) maintaining or preserving the Premises aftehsiefault, (C) preparing the Premises for relgttma new tenant, including repairs or
necessary alterations to the Premises for suctiingle(D) leasing commissions, and (E) any othleste necessary or appropriate to relet the
Premises; plus (v) at Landlord's election, sucleio#mounts in addition to or in lieu of the foragpas may be permitted from time to time
applicable state law. Upon any such re-entry Lambdétnall have the right to make any reasonablengterations or modifications to the
Premises, which Landlord in its sole discretionmdg@easonable and necessary. As used in Subs&€{jb){i) the "worth at the time of
award" is computed by allowing interest at the aiteighteen percent (18%) per year from the datetault. As used in Subsections 27(b
and 27(b)(iii) the "worth at the time of award'cemputed by discounting such amounts at the digaatm of eight percent (8%) per year.

28. BANKRUPTCY.

(a) ASSUMPTION OF LEASE. If Tenant becomes a Debtwler Chapter 7 of the Bankruptcy Code (“Code'g petition for reorganization
or adjustment of debts is filed concerning Tenamttes Chapters 11 or 13 of the Code, or a proceadifigd under Chapter 7 of the Code !
is transferred to Chapters 11 or 13 of the CodeTtlustee or Tenant, as Debtor and as Debtor-Is€Rs®n, may not elect to assume this
Lease unless, at the time of such assumption, th&tde or Tenant has:

(i) Cured all defaults under the Lease and paidwaths due and owing under the Lease or providedlbehwith "Adequate Assurance" (as
defined below) that:(i) within ten (10) days frohetdate of such assumption, the Trustee or Tenidlrtampletely pay all sums due and
owing under this Lease and compensate Landlordrfgractual pecuniary loss resulting from any exgstiefault or breach of this Lease,
including without limitation, Landlord's reasonalolests, expenses, accrued interest, and attorfieegsincurred as a result of the default or
breach; (ii) within twenty (20) days from the dafesuch assumption, the Trustee or Tenant will @liraon-monetary defaults and breaches
under this Lease, or, if the nature of such noneteny defaults is such that more than twenty (2@sdare reasonably required for such cure,
that the Trustee or Tenant will commence to cutd sion-monetary defaults within twenty (20) dayd #rereafter diligently prosecute such
cure to completion; and (iii) the assumption w#l ubject to all of the provisions of this Lease.

(i) For purposes of this Section, Landlord and dmracknowledge that, in the context of a bankguptoceeding involving Tenant, at a
minimum, "Adequate Assurance" shall mean:(i) thesiee or Tenant has and will continue to have @efit unencumbered assets after the
payment of all secured obligations and administea¢ixpenses to assure Landlord that the Trust®@ermant will have sufficient funds to full
the obligations of Tenant under this Lease; (i Bankruptcy Court shall have entered an Ordereggding sufficient cash payable to
Landlord and/or the Trustee or Tenant shall haeatgd a valid and perfected first lien and secunitgrest and/or mortgage in or on property
of Trustee or Tenant acceptable as to value ardithihandlord, to secure to Landlord the obligatidithe Trustee or Tenant to cure the
monetary and/or nomonetary defaults and breaches under this Leasénwtite time periods set forth above; and (iii) Thrastee or Tenant,
the very minimum, shall deposit a sum equal to @anonth's Minimum Monthly Rent to be held by L#&vd (without any allowance for
interest thereon) to secure Tenant's future pedana under the Lease.

(b) ASSIGNMENT OF LEASE. If the Trustee or Tenaaslassumed the Lease pursuant to the provisiahsdbection for the purpose of
assigning Tenant's interest hereunder to any gieion or entity, such interest may be assignedaitér the Trustee, Tenant or the proposed
assignee have complied with all of the terms, caménand conditions of this Lease, including, withémitation, those with respect to
Additional Rent. Landlord and Tenant acknowledgs guch terms, covenants and conditions are conmigneasonable in the context of a
bankruptcy proceeding of Tenant. Any person ottt which this Lease is assigned pursuant tgtbeisions of the Code shall be deemed
without further act or deed to have assumed ahtefobligations arising under this Lease on aner @ffie date of such assignment. Any such
assignee shall upon request execute and delitaartdlord an instrument confirming such assignment.

(c) ADEQUATE PROTECTION. Upon the filing of a pébih by or against Tenant under the Code, Tenaressor and as Debtor-In-
Possession, and any Trustee who may be appointed sigadequately protect Landlord as followsqipérform each and every obligation of
Tenant under this Lease until such time as thisééseither rejected or assumed by Order of tmkiBg@tcy Court;

(i) to pay all monetary obligations required untlgis Lease, including without limitation, the pagmt of Minimum Monthly Rent, Tenant's
Share of Real Property Taxes, Tenant's Share ofafipg Costs and any other sums payable by Tepdmdrdlord under this Lease which is
considered reasonable compensation for the use@ngbancy of the Premises; (iii) provide Landlonthiaimum of thirty (30) days prior
written notice, unless a shorter period is agredd writing by the parties, of any proceeding tielg to any assumption of this Lease or any
intent to abandon the Premises, which abandonrhafittee deemed a rejection of this Lease; andtdiyerform to the benefit of Landlord as
otherwise required under the Code. The failurearfant to comply with the above shall result in atomatic rejection of this Lease.

29. LIMITATION OF ACTIONS. Any claim, demand, riglatr defense of any kind by Tenant which is basesmhugr arises in connection wi
this Lease or the negotiations prior to its exexytshall be barred unless Tenant commences amahgreon, or interposes in a legal
proceeding a defense by reason thereof, within(bngear after the date of the act or omission bickvsuch claim, demand, right or defense
is based.

30. LIMITATION ON LANDLORD'S LIABILITY. Anything in this Lease to the contrary notwithstanding, comésiaundertakings and
agreements herein made on the part of Landlordhade and intended not as personal

13



covenants, undertakings and agreements or forutgope of binding Landlord personally or the aseétsandlord except Landlord's interest
in the Property, but are made and intended fopthipose of binding only the Landlord's interesthie Property. No personal liability or
personal responsibility is assumed by, nor shahgttime be asserted or enforceable against Leshdloits partners and their respective h
legal representatives, successors and assignsounra®f this Lease or on account of any covenardertaking or agreement of Landlord
contained in this Lease.

31. SIGNS. Tenant shall not have the right to plaoastruct or maintain any sign, advertisemenhiagy banner or other exterior decoration
without Landlord's consent, which shall not be asmably withheld. Any sign that Tenant has Lard#oconsent to place, construct and
maintain shall comply with all laws, and Tenantlsbbtain any approval required by such laws. Landlimakes no representation with
respect to Tenant's ability to obtain such approval

32. LANDLORD'S RIGHT TO ENTER THE PREMISES. Landioand its authorized representatives shall haveghéto enter the Premis
at reasonable times and upon reasonable prioren(gicept in an emergency when no such notice bbakquired) for any of the following
purposes:(i) to determine whether the Premisetageod condition and whether Tenant is complyintits obligations under this Lease,
(i) to do any maintenance; to make any restoratiiotme Premises or the Building that Landlord thesright or the obligation to perform, and
to make any improvements to the Premises or thieliBgithat Landlord deems necessary, (iii) to sepeest or keep posted any notices
required or allowed under the provisions of thisde (iv) to post any ordinary "For Sale" signarat time during the Term and to post any
ordinary "For Lease" signs during the last nin@§)(days of the Term, and (v) to show the Prentisggospective brokers, agents,
purchasers, tenants or lenders, at any time dtingerm.

Landlord shall not be liable in any manner for amgonvenience, annoyance, disturbance, loss ohbssj nuisance, or other damage arising
out of Landlord's entry on the Premises as providdtis Section, except damage resulting fromntbgligent or willful acts of Landlord or i
authorized representatives. Tenant shall not heshto an abatement or reduction of Rent if Landlexercises any right reserved in this
Section. Landlord shall conduct its activities ba Premises as allowed in this Section in a reddemaanner so as to cause minimal
inconvenience, annoyance or disturbance to Tenant.

33. SUBORDINATION. This Lease is and shall be ptmany mortgage recorded after the date of thaskeaffecting the Property. If,
however, a lender requires that this Lease be diraie to any mortgage, this Lease shall be subatelito that mortgage if Landlord first
obtains from the lender a written agreement thaviges substantially the following:

"As long as Tenant performs its obligations undéiés Lease, no foreclosure of, deed given in liefoodclosure of, or sale under the mortg;
and no steps or procedures taken under the mortghgk affect Tenant's rights under this Lease. "

Tenant shall attorn to any purchaser at any fosecksale, or to any grantee or transferee desidmatany deed given in lieu of foreclosure.
Tenant shall execute the written agreement andtrgr documents required by the lender to accoimfitie purposes of this Section.

34. RIGHT TO ESTOPPEL CERTIFICATES. Tenant, wittém (10) days after notice from Landlord, shallexe and deliver to Landlord,
in recordable form, a certificate stating that thésse is unmodified and in full force and effextjn full force and effect as modified and
stating the modifications. The certificate shadlcastate the amount of Minimum Monthly Rent, theeddo which Rent has been paid in
advance, and the amount of any Prepaid Rent ori8eBeposit and such other matters as Landlord reagonably request. Failure to del
the certificate within such ten (10) day periodisba conclusive upon Tenant for the benefit of dland and any successor to Landlord, that
this Lease is in full force and effect and hasbexn modified except as may be represented by dahdéquesting the certificate.

35. TRANSFER OF LANDLORD'S INTEREST. If Landlordllseor transfers the Property, Landlord, on consatiom of the sale or transfi
shall be released from any liability thereafterraow under this Lease if Landlord's successordsasmed in writing, for the benefit of
Tenant, Landlord's obligations under this Leasanif Security Deposit or Prepaid Rent has beenlpaitenant, Landlord shall transfer such
Security Deposit or Prepaid Rent to Landlord's sasor and on such transfer Landlord shall be digeliafrom any further liability with
respect to such Security Deposit or Prepaid Rent.

36. ATTORNEYS' FEES. If either party shall bringyaaction for relief against the other party, deatary or otherwise, arising out of this
Lease, including any action by Landlord for theonaary of Rent or possession of the Premises, tindgarty shall pay the successful par
reasonable sum for attorneys' fees which shalleeengéd to have accrued on the commencement of stioh and shall be paid whether or
not such action is prosecuted to judgment.

37. SURRENDER; HOLDING OVER.

(2) SURRENDER. On expiration or ten (10) days aftemination of the Term, Tenant shall surrenderRremises and all Tenant's
improvements and alterations to Landlord broomrckad in good condition. Tenant shall remove alt®frade fixtures and personal
property within the time period stated in this $@tt Tenant, at its cost, shall perform all resioramade necessary by, and repair any
damage to the Premises caused by, the removal wade fixtures, personal property and signs twdlard's reasonable satisfaction within
time period stated in this Section. Landlord maytsaelection, retain or dispose of in any marergy of Tenant's trade fixtures or personal
property that Tenant does not remove from the Presndn expiration or within ten (10) days aftemieation of the Term as allowed or
required by the provisions of tr
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Lease by giving ten (10) days notice to TenanteTd any such trade fixtures and personal propadyLandlord elects to retain or dispos
on expiration of such ten (10) day period shaltwes andlord. Tenant waives all claims againstdland for any damage to Tenant resulting
from Landlord's retention or disposition of any Istiade fixtures and personal property. Tenant sledliable to Landlord for Landlord's co
for storing, removing and disposing of Tenant'déréixtures and personal property. If Tenant failsurrender the Premises to Landlord on
expiration or ten (10) days after termination af ferm as required by this Section, Tenant shgllgadlord Rent in an amount equal to one
and one-half (1-1/2) times the Minimum Monthly Rapfplicable for the month immediately prior to thepiration or termination of the Term
for the entire time Tenant thus remains in poseesand Tenant shall hold Landlord harmless frondathages resulting from Tenant's failure
to timely surrender the Premises, including withiguttation, (i) any Rent payable by, or any danmsagk&imed by, any prospective tenant of
any part or all of the Premises, and (ii) Landi®ahmages resulting from such prospective tenaninging or refusing to enter into the
prospective lease of part or all of the Premisesebgon of Tenant's failure to timely surrenderRhemises. If Tenant, without Landlord's
prior consent, remains in possession of the Prengifter expiration or termination of the Term, fieathe date in any notice given by
Landlord to Tenant terminating this Lease, suctsgssion by Tenant shall be deemed to be a tenasajferance terminable at any time by
either party.

(b) HOLDING OVER WITH LANDLORD'S CONSENT. If Tenantvith Landlord's prior consent, remains in posiessf the Premises after
expiration or termination of the Term, or after thate in any notice given by Landlord to Tenantiieating this Lease, such possession by
Tenant shall be deemed to be a month-to-month tgrt@nminable by Landlord by a notice given to Tretret least twenty (20) days prior to
the end of any such monthly period or by Tenana Imptice given to Landlord at least thirty (30) sl@yior to the end of any such monthly
period. During such month-to-month tenancy, Tershall pay Rent in the amount then agreed to inngriby Landlord and Tenant. All
provisions of this Lease, except those pertaininggtm, shall apply to the month-to-month tenancy.

38. AGENCY DISCLOSURE; BROKER.
(a) AGENCY DISCLOSURE. Martin Smith Inc hereby dases that it represents the Landlord in this tatien.

(b) BROKER. Landlord and Tenant each represertidmther that neither is represented by any bragamt or finder with respect to this
Lease in any manner, except the Broker(s). The desiom due to the Broker(s) shall be paid by Lardijoursuant to a separate agreement.
Each party agrees to indemnify and hold the othetygharmless from and against any and all lighitibsts, damages, causes of action or
other proceedings instituted by any broker, agefinder, licensed or otherwise, claiming throughder or by reason of the conduct of the
indemnifying party in any manner whatsoever in aation with this Lease. If Tenant engages a brakgent or finder other than Washing
Partners, Inc. to represent Tenant in connectidh any renewal of this Lease, then the commissicamg fee of such broker, agent or finder
shall be paid by Tenant.

39. INTEREST ON UNPAID RENT. In addition to the katharge as provided in
Section 5(b), Rent not paid when due shall bear@st from the date due until paid at the rategifteen percent (18%) per year, or the
maximum legal rate of interest, whichever is less.

40. CONSENT. Whenever the consent of either LadéorTenant is required under this Lease, suchertrghall not be effective unless
given in writing and shall not be unreasonably Wwéld or delayed, provided, however, that such auns@y be conditioned as provided in
this Lease.

41. DEFINITIONS. As used in this Lease, the follogriwords and phrases, whether or not capitalizeal| bave the following meanings:

(a) "Additional Rent" means pass-throughs of insesan Operating Costs and Taxes, as defineddrL#dse, and other monetary sums to be
paid by Tenant to Landlord under the provisionthef Lease.

(b) "Alteration" means any addition or change tommdification of, the Premises made by Tenantuliag without limitation, fixtures, but
excluding trade fixtures as defined in this Section

(c) "Authorized representatives" means any offiagent, employee, independent contractor or inifesther party.
(d) "Award" means all compensation, sums or anglufivalue awarded, paid or received on a totglastial condemnation.

(e) "Common Areas" means all areas outside the iBesnand within the Building or on the Land tha provided and designated by Land
from time to time for the general, non-exclusive o$ Landlord, Tenant and other tenants of thed¥ug and their authorized representatives,
including without limitation, common entrances, bdids, corridors, stairways and stairwells, elevatescalators, public restrooms and other
public portions of the Building.

(f) "Condemnation" means the exercise of any gawemtal power, whether by legal proceedings or ettser, by a condemnor and a
voluntary sale or transfer by Landlord to any cander, either under threat of condemnation or wieitgal proceedings for condemnation are
pending.

(9) "Condemnor" means any public or gi-public authority or entity having the power of cenghation



15



(h) "Damage" means any injury, deterioration, @slto a person, property, the Premises or the iBgikchused by another person's acts or
omissions or by Acts of God. Damage includes death.

() "Damages" means a monetary compensation onindg that can be recovered in the courts by amggrewho has suffered damage to his
person, property or rights through another's acts1assions.

(j) "Date of taking" means the date the condemrarthe right to possession of the property beimglemned.

(k) "Encumbrance" means any mortgage, deed of tnugther written security device or agreementdiiieg the Premises, and the note or
other obligation secured by it, that constitutesusi¢éy for the payment of a debt or performanceambbligation.

() "Expiration" means the coming to an end of tinee specified in the Lease as its duration, incigcany extension of the Term.

(m) "Force majeure" means strikes, lockouts, lalisputes, shortages of labor or materials, firether casualty, Acts of God or any other
cause beyond the reasonable control of a party.

(n) "Good condition" means the good physical caadibf the Premises and each portion of the Presniseluding without limitation, all of
the Tenant Improvements, Tenant's alterations, fittnaade fixtures, Tenant's Personal Propertysafiefined in this Section, signs, walls,
interior partitions, windows, window coverings, sgadoors, carpeting and resilient flooring, ceiliiles, plumbing fixtures and lighting
fixtures, all of which shall be in conformity wituilding standard finishes, ordinary wear and tdamage by fire or other casualty and tal
by condemnation excepted.

(o) "Hazardous substances" means any industrigkwexic waste, chemical contaminant or other sutz®e considered hazardous, toxic or
lethal to persons or property or designated asrtama, toxic or lethal to persons or property urater laws, including without limitation,
asbestos material or materials containing asbestos.

(p) "Hold harmless" means to defend and indemmidynfall liability, losses, penalties, damages dmdd in this Section, costs, expenses
(including without limitation, attorneys' fees),uses of action, claims or judgments arising ouwraklated to any damage, as defined in this
Section, to any person or property.

(q) "Law" means any constitution, statute, ordirgmegulation, rule, resolution, judicial decisiadministrative order or other requirement of
any federal, state, county, municipal or other gorreental agency or authority having jurisdictiorenthe parties or the Property, or both, in
effect either at the time of execution of this Leeas at any time during the Term, including withbuortitation, any regulation or order of a
quasi-official entity or body (e. g. board of fegaminers or public utilities) and any legally effee conditions, covenants or restrictions
affecting the Property.

(r) "Lender" means the mortgagee, beneficiary, smtparty or other holder of an encumbrance, aseldin this Section.

(s) "Lien" means a charge imposed on the Premigssimeone other than Landlord, by which the Presrise made security for the
performance of an act.

(t) "Maintenance" means repairs, replacement, ntjpgi and cleaning.

(u) "Mortgage" means any deed of trust, mortgagetieer written security device or agreement affecthe Premises, and the note or other
obligation secured by it, that constitutes secutythe payment of a debt or performance of afgakibn.

(v) "Mortgagee" means the beneficiary under a ddedist or mortgagee under a mortgage.
(w) "Mortgagor" means the grantor or trustor unaeleed of trust or mortgagor under a mortgage.

(x) "Operating Costs" means all costs of any kimzlrred by Landlord in operating, cleaning, equigpiprotecting, lighting, repairing,
replacing, heating, air-conditioning, maintainimgdansuring the Property. Operating Costs shallighe, without limitation, the following
costs:(i) salaries, wages, bonuses and other caapen (including hospitalization, medical, surdicatirement plan, pension plan, union
dues, life insurance, including group life insuraywelfare and other fringe benefits, and vacatmtidays and other paid absence benefits)
relating to employees of Landlord or its agentectly engaged in the operation, repair, or maimeaaf the Property; (ii) payroll, social
security, workers' compensation, unemployment amdas taxes with respect to such employees of landor its authorized representativ
and the cost of providing disability or other betseimposed by law or otherwise, with respect torsemployees; (i) uniforms (including the
cleaning, replacement and pressing thereof) providesuch employees; (iv) premiums and other clsairgzurred by Landlord with respect to
fire, earthquake, other casualty, all risk, ressland liability insurance, any other insurances @e&emed necessary or advisable in the
reasonable judgment of Landlord and, after the Base, costs of repairing an insured casualty ¢oetktent of the deductible amount under
the applicable insurance policy; (v) water chargied sewer rents or fees; (vi) license, permit asgection fees;

(vii) sales, use and excise taxes on goods anétesrpurchased by Landlord in connection with theration, maintenance or repair of the
Property and Building systems and equipment; (teli¢phone, facsimile, messenger, express delsamjice, postage, stationery supplies



other expenses incurred in
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connection with the operation, management, maimegzor repair of the Property; (ix) property magragnt fees and expenses; (x) repairs to
and physical maintenance of the Property, includinidding systems and appurtenances thereto andaleepair and replacement of worn-
out equipment, facilities and installations, butlexing the replacement of major building systemsépt to the extent provided in (xvi) and
(xvii) below); (xi) janitorial, window cleaning, serity, extermination, water treatment, rubbish ogal, plumbing and other services and
inspection or service contracts for elevator, elegt HVAC, mechanical and other building equiprand systems or as may otherwise be
necessary or proper for the operation or maintemahthe Property; (xii) supplies, tools, materialsd equipment used in connection with
operation, maintenance or repair of the Propexiyi) Gccounting, legal and other professional faad expenses; (xiv) painting the exterior or
the public or common areas of the Building andab&t of maintaining the sidewalks, landscaping @hér common areas of the Property;
(xv) all costs and expenses for electricity, chilleater, air conditioning, water for heating, dagl, steam, heat, lights, power and other
energy related utilities required in connectionhattie operation, maintenance and repair of thed?tgp(xvi) the cost of any improvements
which Landlord elects to capitalize made by Landllar the Property during the Term in compliancehwfite requirements of any laws or
regulation or insurance requirement with whichBneperty was not required to comply during the Bésar, as reasonably amortized by
Landlord, with interest on the unamortized balaaicthe rate of twelve percent (12%) per year, emttaximum legal rate of interest,
whichever is less; (xvii) the cost of any improvertsewhich Landlord elects to capitalize made bydlard to the Property during the term of
this Lease for the protection of the health andtyadf the occupants of the Property or that atenided to reduce other Operating Costs, as
reasonably amortized by Landlord, with interestt@unamortized balance at the rate of twelve perd®%) per year, or the maximum le
rate of interest, whichever is less; (xviii) a r@aable reserve for repair or replacement of equiirased in the maintenance or operation of
the Property; (xix) the cost of furniture, drapsriearpeting, landscaping and other customary edidary items of personal property
(excluding paintings, sculptures and other workartf provided by Landlord for use in common arefthe Building or in the Building offic
(to the extent that such Building office is dedéxhto the operation and management of the Propstigh costs to be amortized over the
useful life thereof; (xx) any such expenses andsc@sulting from substitution of work, labor, n@éor services in lieu of any of the above
itemizations, or for any such additional work, lat&ervices or material resulting from compliandgghvany laws or orders applicable to the
Property; (xxi) Building office rent or rental vapand (xxii) all other costs which, in accordamgth generally accepted accounting
principles used by Landlord, as applied to the temiance and operation of office and/or retail bodd, are properly chargeable to the
operation and maintenance of the Property.

Operating Costs shall not include the followingd@preciation on the Building; (ii) debt servici) Capital improvements, except as
otherwise provided in clauses (xvi) and (xvii) abpfiv) rental under any ground or underlying lsage) Real Property Taxes, (vi) attorneys'
fees and expenses incurred in connection with leagetiations with prospective tenants; (vii) tlistoof tenant improvements; (viii)
advertising expenses; or (ix) real estate brokertther leasing commissions.

(y) "Parties" means Landlord and Tenant.
(z) "Party" means Landlord or Tenant.

(aa) "Person" means one or more human beingsgar émtities or other artificial persons, includinghout limitation, partnerships,
corporations, trusts, estates, associations and@nypination of human beings and legal entities.

(bb) "Property" means the Premises, Building andd.a

(cc) "Provision" means any term, agreement, covierandition, clause, qualification, restrictiorservation, or other stipulation in the Lease
that defines or otherwise controls, establishe§iots the performance required or permitted kthei party.

(dd) "Real Property Taxes" means any form of tageasment, general assessment, special assedemelayy, bond obligation, license fee,
license tax, tax or excise on rent, or any othey,leharge or expense, together with any statutdgyest thereon, (individually and
collectively, the "Impositions"), now or hereafierposed or required by any authority having thedior indirect power to tax, including any
federal, state, county or city government or arhost, agricultural, lighting, drainage or other irapement or special assessment district
thereof, (individually and collectively, the "Govenental Agencies") on any interest of Landlord endnt or both (including any legal or
equitable interest of Landlord or its mortgageany) in the Premises or the Property, includintheut limitation:

(i) any Impositions upon, allocable to or measurgdhe area of the Premises or the Property, orehial payable hereunder, including
without limitation, any gross income tax or exdige levied by any Governmental Agencies with respethe receipt of such rental; or

(i) any Impositions upon or with respect to thespession, leasing, operation, management, mairtenalteration, repair or use or occupe
by Tenant of the Premises or any portion thereof; o

(iii) any Impositions upon or with respect to thg@lbding equipment and personal property used imeation with the operation and
maintenance of the Property or upon or with resfmetite furniture, fixtures and decorations in teenxmon areas of the Property.

(iv) any Impositions upon this Lease or this tramiga or any document to which Tenant is a pargating or transferring an interest or an
estate in the Premises; or
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(v) any Impositions by Governmental Agencies (wkethr not such Impositions constitute tax receiptsubstitution, partially or totally, of
any impositions now or previously included withiretdefinition of real property taxes, including $baalculated to increase tax incremen
Governmental Agencies and to pay for such senasdfe protection, water drainage, street, sidkwaad road maintenance, refuse removal
or other governmental services formerly providethait charge to property owners or occupants; or

(vi) any and all costs, including without limitatipthe fees of attorneys, tax consultants and éxpecurred by Landlord should Landlord
elect to negotiate or contest the amount of suahpperty taxes in formal or informal proceedihg$ore the Governmental Agency
imposing such real property taxes; provided, howebat real property taxes shall in no event idelltandlord's general income, inheritance,
estate, gift or franchise taxes.

(ee) "Rent" means Minimum Monthly Rent, as adjusteth time to time under this Lease, Additional Rdtrepaid Rent, Security Deposit,
all as defined in this Section, payments of Tesaditiare of increases in Real Property Taxes anda@pug Costs, insurance, utilities and ot
charges payable by Tenant to Landlord.

(ff) "Rentable square feet of space” as to the Besror the Building, as the case may be, meansuimber of usable square feet of space
times the applicable R/U Ratio(s) as defined is 8&ction.

(g9) "Restoration" means the reconstruction, relingj, rehabilitation and repairs that are necestargturn damaged portions of the Prenr
and the Building to substantially the same physicaidition as they were in immediately before thendge.

(hh) "R/U Ratio" means the rentable area of a flafdhe Building divided by the usable area of stiohr, both of which shall be computed
accordance with American National Standard Z65.961dethod of Measuring Floor Space in Office Builg as published by the Building
Owners and Managers Association, as amended froett time.

(i) "Substantially complete" or "substantially cplated" or "substantial completion" means the catigh of Landlord's construction
obligation, subject to completion or correction'pfinch list" items, that is, minor items of incoratd or defective work or materials or
mechanical maladjustments that are of such a n#ttateéhey do not materially interfere with or innp&enant's use of the Premises for the
Permitted Use.

() "Successor" means assignee, transferee, parsepresentative, heir, or other person or estiigceeding lawfully, and pursuant to the
provisions of this Lease, to the rights or obliga$ of either party.

(kk) "Tenant Improvements" means (i) the improvetaemd alterations set forth in Exhibit C, (ii) \dow coverings, lighting fixtures,
plumbing fixtures, cabinetry and other fixturestalted by either Landlord or Tenant at any timeinigithe Term, and (iii) any improvements
and alterations of the Premises made for Tenahfbylord at any time during the Term.

(I "Tenant's personal property" means Tenantismgent, furniture, and movable property placethin Premises by Tenant.
(mm) "Tenant's trade fixtures" means any propettcaed to the Premises by Tenant.
(nn) "Termination" means the ending of the Termdoy reason before expiration, as defined in tbistisn.

(o0) "Work" means the construction of any improvetseor alterations or the performance of any repdne by Tenant or caused to be done
by Tenant on the Premises as permitted by thisd.eas

42. MISCELLANEOUS PROVISIONS.

(a) ENTIRE AGREEMENT. This Lease sets forth thdarerdgreement of the parties as to the subjeciembéreof and supersedes all prior
discussions and understandings between them. BaiseLmay not be amended or rescinded in any maroept by an instrument in writing
signed by a duly authorized officer or represemtatif each party hereto.

(b) GOVERNING LAW. This Lease shall be governed &éyd construed and enforced in accordance witHathe of the State of
Washington.

(c) SEVERABILITY. Should any of the provisions d¢fi$ Lease be found to be invalid, illegal or uneoéable by any court of competent
jurisdiction, such provision shall be stricken dhd remainder of this Lease shall nonetheless remdull force and effect unless strikil
such provision shall materially alter the intent@frthe parties.

(d) JURISDICTION. In the event any action is broutghenforce any of the provisions of this Leabke, parties agree to be subject to
exclusive in personam jurisdiction in the Supe@aurt, King County, for the State of Washingtorirothe United States District Court for
Western District of Washington and agree that iy such action venue shall lie exclusively at SeatWashington.

(e) WAIVER. No waiver of any right under this Leasd®ll be effective unless contained in a writigmed by a duly authorized officer



representative of the party sought to be chargéd the waiver and no
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waiver of any right arising from any breach ordiadl to perform shall be deemed to be a waiver gpffature right or of any other right arising
under this Lease.

(f) CAPTIONS. Section captions contained in thig&e are included for convenience only and formarbgf the agreement between the
parties.

(g) NOTICES. All notices or requests required ompi&ted under this Lease shall be in writing. Nem by Landlord such notices or requests
may be personally delivered or sent by certifiedl,neturn receipt requested, postage prepaidivémgby Tenant such notices or requests
be personally delivered or sent by certified maturn receipt requested, postage prepaid. Sudtesatr requests shall be deemed given
when so delivered or mailed, irrespective of whethueh notice or request is actually received leyatidressee. All notices or requests to
Landlord shall be sent to Landlord at Landlord'slfeds for Notice and all notices or requests tcafieshall be sent to Tenant at Tenant's
Address for Notice. Either party may change theeskito which notices shall be sent by notice ¢oother party.

(h) BINDING EFFECT. Subject to the provisions oft8en 25 captioned "Assignment and Subletting's théase shall be binding upon, and
inure to the benefit of, the parties hereto andt flespective successors and assigns. No permgigtgidnment of this Lease or Tenant's rights
hereunder shall be effective against Landlord wnéesl until an executed counterpart of the instnirm&assignment shall have been
delivered to Landlord and Landlord shall have bieenished with the name and address of the assidieeterm "Tenant" shall be deeme
include the assignee under any such permittedrassigt.

() EFFECTIVENESS. This Lease shall not be bindingffective until properly executed and delivebgdLandlord and Tenant.

(j) GENDER AND NUMBER. As used in this Lease, thasauline shall include the feminine and neuterfén@nine shall include the
masculine and neuter, the neuter shall includerthsculine and feminine, the singular shall incltrdeplural and the plural shall include the
singular, as the context may require.

(k) TIME OF THE ESSENCE. Time is of the essencthmperformance of all covenants and conditiorthigLease for which time is a
factor.

DATED the date first above written.

LANDLORD: TENANT:

Pacific NW Title Building, Inc., a  Amazon.com, Inc., a Delaware corporation
Washington corporation

/sl Pete Murphy /sl Oswa Ido Fernando Duenas
By By
President Vice President - Operations
Its Its
By By
Its Its

This Lease has been prepared for submission t@gdwour attorney. Martin Smith Inc is not authedzo give legal or tax advice. Neither
Landlord nor Martin Smith Inc makes any represéomator recommendations as to the legal sufficietenyal effect or tax consequences of
this document or any transaction relating ther€hmse are questions for your attorney with whom stoauld consult before signing the
document to determine whether your legal rightsaaiequately protected.

[Notary attached]
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EXHIBIT 23.1
CONSENT OF ERNST & YOUNG LLP, INDEPENDENT AUDITORS

We consent to the incorporation by reference in Admeent No. 1 to the Registration Statement (For&N\&. 333-28763) pertaining to the
1997 Stock Option Plan and the Amended and Resi&@d Stock Option Plan of Amazon.com, Inc. of mport dated January 19, 1998,
with respect to the financial statements and sdeeafUAmazon.com, Inc. included in the Annual RegBorm 10-K) of Amazon.com, Inc.

for the year ended December 31, 1997.

ERNST & YOUNG LLP
Seattle, Washington

March 30, 199¢



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE AMAZON.COM, INC. FORM 10-
K FOR THE YEAR ENDED DECEMBER 31, 1997, THE AMAZOGIOM, INC. FORM 10-Q FOR THE PERIOD ENDED SEPTEMBER
30, 1997, AND THE AMAZON.COM, INC. FORM 10-Q FOR BPERIOD ENDED JUNE 30, 1997 AND IS QUALIFIED IN $T
ENTIRETY BY REFERENCE TO SUCH FINANCIAL STATEMENTS.

MULTIPLIER: 1,000

PERIOD TYPE YEAR 9 MOS 6 MOS 3 MOS YEAR
FISCAL YEAR END DEC 31 199 DEC 31 199 DEC 31 199 MAR 31 199’ DEC 31 199
PERIOD START JAN 01 199 JAN 01 199 JAN 01 199 JAN 01 199 JAN 01 199
PERIOD END DEC 31 199 SEP 30 199 JUN 30 199 MAR 31 199 DEC 31 199
CASH 109,81( 44,68 47,70( 7,162 6,24¢
SECURITIES 15,25¢ 3,49/ 8,69: 0 0
RECEIVABLES 0 0 0 0 0
ALLOWANCES 0 0 0 0 0
INVENTORY 8,971 2,732 1,652 93¢ 571
CURRENT ASSET¢ 137,33! 52,69’ 59,20¢ 9,03¢ 7,14C
PP&E 12,89¢ 6,71( 4,89¢ 3,221 1,29t
DEPRECIATION 3,63¢ 2,307 1,332 73C 31C
TOTAL ASSETS 149,00¢ 57,44 63,09¢ 11,72 8,271
CURRENT LIABILITIES 43,81¢ 19,84¢ 17,35% 8,95¢ 4,87(C
BONDS 0 0 0 0 0
PREFERRED MANDATORY 0 0 23¢ 0 0
PREFERREL 0 0 0 6 6
COMMON 23¢ 23¢ 0 17z 15¢
OTHER SE 61,86: 61,45¢ 61,09( 11,641 9,261
TOTAL LIABILITY AND EQUITY 149,00¢ 57,44 63,09¢ 11,72: 8,271
SALES 147,75¢ 81,741 43,86( 16,00¢ 15,74¢
TOTAL REVENUES 147,75¢ 81,741 43,86( 16,00¢ 15,74¢
CGS 118,94! 65,82¢ 35,117 12,48 12,28
TOTAL COSTS 118,94! 65,82¢ 35,11; 12,48¢ 12,28
OTHER EXPENSE! 58,02: 35,37¢ 18,91 6,62% 9,43¢
LOSS PROVISION 0 0 0 0 0
INTEREST EXPENSE 27¢ 0 0 0 0
INCOME PRETAX (27,590 (18,253 (9,743 (3,038 (5,777
INCOME TAX 0 0 0 0 0
INCOME CONTINUING (27,590 (18,253 (9,743 (3,038 (5,777
DISCONTINUED 0 0 0 0 0
EXTRAORDINARY 0 0] 0 0 0
CHANGES 0 0 0 0 0
NET INCOME (27,590 (18,253 (9,743 (3,038 (5,777
EPS PRIMARY (1.27 (.86) (.48) (.16) (.31)
EPS DILUTED (1.27 (.86) (.48) (.16) (.31)
End of Filing
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