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                         PART I. FINANCIAL INFORMATION. 
                         ------------------------------ 
 
 
ITEM 1.        FINANCIAL STATEMENTS. 
 
     Certain  information  and footnote  disclosures  required  under  generally 
accepted accounting principles have been condensed or omitted from the following 
consolidated  financial  statements pursuant to the rules and regulations of the 
Securities  and Exchange  Commission.  However,  Senesco  Technologies,  Inc., a 
Delaware corporation (the "Company"), and its wholly-owned subsidiary,  Senesco, 
Inc., a New Jersey  corporation  ("Senesco"),  believe that the  disclosures are 
adequate to assure  that the  information  presented  is not  misleading  in any 
material respect. 
 
     The results of operations for the interim periods  presented herein are not 
necessarily indicative of the results to be expected for the entire fiscal year. 
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                    SENESCO TECHNOLOGIES, INC. AND SUBSIDIARY 
                    ----------------------------------------- 
                          (A DEVELOPMENT STAGE COMPANY) 
                          ----------------------------- 
                      CONDENSED CONSOLIDATED BALANCE SHEET 
                      ------------------------------------ 
                                   (unaudited) 
 
 
 
                                                                      March 31,           June 30, 
                                                                         2001               2000 
                                                                     -----------        ----------- 
                             ASSETS 
                             ------ 
                                                                                   
CURRENT ASSETS: 
Cash............................................................     $   323,754        $ 1,555,749 
Prepaid expenses and other current assets.......................          15,430              9,223 
                                                                     -----------        ----------- 
    Total Current Assets........................................         339,184          1,564,972 
 
Equipment, net..................................................          76,792             70,613 
Intangible assets, net..........................................         144,252             97,414 
Security deposits...............................................          18,050             10,863 
                                                                     -----------        ----------- 
    TOTAL ASSETS................................................     $   578,278        $ 1,743,862 
                                                                     ===========        =========== 
 
 
              LIABILITIES AND STOCKHOLDERS' EQUITY 
              ------------------------------------ 
 
CURRENT LIABILITIES: 
Accounts payable................................................     $   170,953        $    76,143 
Accrued expenses................................................         153,806            138,588 
                                                                     -----------        ----------- 
       Total Current Liabilities................................         324,759            214,731 
 
Grant payable...................................................          45,807             10,573 
                                                                     -----------        ----------- 
    TOTAL LIABILITIES...........................................         370,566            225,304 
                                                                     -----------        ----------- 
 
STOCKHOLDERS' EQUITY: 
 
Preferred stock, authorized 5,000,000 shares, $0.01 par value, 
  no shares issued..............................................              --                 -- 
 
Common stock, authorized 20,000,000 shares, $0.01 par value, 
  7,872,626 shares issued and outstanding.......................          78,726             78,726 
Capital in excess of par........................................       5,478,945          5,234,475 
Deficit accumulated during the development stage................      (5,076,477)        (3,613,911) 
Deferred compensation related to issuance of options 
  and warrants..................................................        (273,482)          (180,732) 
                                                                     -----------        ----------- 
  Total Stockholders' Equity....................................         207,712          1,518,558 
                                                                     -----------        ----------- 
 
  TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY....................     $   578,278        $ 1,743,862 
                                                                     ===========        =========== 
 
 
 
            See Notes to Condensed Consolidated Financial Statements. 
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                    SENESCO TECHNOLOGIES, INC. AND SUBSIDIARY 
                    ----------------------------------------- 
                          (A DEVELOPMENT STAGE COMPANY) 
                          ----------------------------- 
                 CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 
                 ----------------------------------------------- 
                                   (unaudited) 
 
 
 
 
                                                                                                                 From Inception on 
                                          For the Three     For the Three      For the Nine      For the Nine      July 1, 1998 
                                          Months Ended      Months Ended       Months Ended      Months Ended         through 
                                            March 31,         March 31,         March 31,          March 31          March 31, 
                                              2001              2000               2001              2000              2001 
                                          -------------     ------------       ------------      ------------    ----------------- 
                                                                                                      
Revenue................................    $        --      $        --        $        --       $         --       $        -- 
 
Operating Expenses: 
  General and administrative...........        293,202          385,602          1,035,529          1,005,818         3,411,987 
  Research and development.............        120,367          201,200            368,199            398,009         1,018,116 
  Non-cash charges for options and 
  warrants issued in exchange for 
  services.............................         40,350          241,467            151,720            419,246           726,072 
                                           -----------      -----------        -----------       ------------       ----------- 
 
Total Operating Expenses...............        453,919          828,269          1,555,448          1,823,073         5,156,175 
 
 
Sale of state income tax loss..........             --               --            (60,331)                --           (60,331) 
Interest income, net...................         (5,031)            (845)           (32,551)              (845)          (19,367) 
                                           -----------      -----------        -----------       ------------       ----------- 
Net Loss...............................    $  (448,888)     $  (827,424)       $(1,462,566)      $ (1,822,228)      $(5,076,477) 
                                           ===========      ===========        ===========       ============       =========== 
 
Basic and Diluted Net Loss Per 
Common Share...........................    $     (0.06)     $     (0.13)       $     (0.19)      $      (0.29) 
                                           ===========      ===========        ===========       ============ 
 
Basic and Diluted Weighted 
Average Number of Common 
Shares Outstanding.....................      7,872,626        6,307,907          7,872,626          6,244,058 
                                           ===========      ===========        ===========       ============ 
 
 
 
            See Notes to Condensed Consolidated Financial Statements. 
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                    SENESCO TECHNOLOGIES, INC. AND SUBSIDIARY 
                    ----------------------------------------- 
                          (A DEVELOPMENT STAGE COMPANY) 
                          ----------------------------- 
       CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY (DEFICIT) 
       ------------------------------------------------------------------ 
              FROM INCEPTION ON JULY 1, 1998 THROUGH MARCH 31, 2001 
              ----------------------------------------------------- 
                                   (unaudited) 
 
 
 
                                                                                                         Deferred 
                                                                                       Deficit         Compensation 
                                                                                     Accumulated      Related to the 
                                                                   Capital in         During the        Issuance of 
                                                                    Excess of        Development        Options and 
                                            Common Stock            Par Value           Stage             Warrants           Total 
                                        ----------------------    -------------      -----------      --------------       -------- 
                                         Shares        Amount 
                                         ------        ------ 
 
                                                                                                        
Common stock outstanding...........    1,999,796    $  19,998      $  (19,998)       $    --            $     --         $       -- 
 
Contribution of capital............           --           --          85,179             --                  --             85,179 
 
Issuance of common stock in 
reverse merger on January 22, 
1999 at $0.01 per share............    3,400,000       34,000         (34,000)            --                  --                 -- 
 
Issuance of common stock for 
cash on May 21, 1999 at 
$2.63437 per share.................      759,194        7,592       1,988,390             --                  --          1,995,982 
 
Issuance of common stock for 
placement fees on May 21, 1999 
at $0.01 per share.................       53,144          531            (531)            --                  --                 -- 
 
Fair market value of options 
and warrants granted on 
September 7, 1999..................           --           --         252,578             --             (72,132)           180,446 
 
Fair market value of warrants 
granted on October 1, 1999.........           --           --         171,400             --            (108,600)            62,800 
 
Fair market value of warrants 
granted on December 15, 1999.......           --           --         331,106             --                  --            331,106 
 
Issuance of common stock for 
cash on January 26, 2000 at 
$2.867647 per share................       17,436          174          49,826             --                  --             50,000 
 
Issuance of common stock for 
cash on January 31, 2000 at 
$2.87875 per share.................       34,737          347          99,653             --                  --            100,000 
 
 
                                                                     (continued) 
 
 
            See Notes to Condensed Consolidated Financial Statements. 
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                    SENESCO TECHNOLOGIES, INC. AND SUBSIDIARY 
                    ----------------------------------------- 
                          (A DEVELOPMENT STAGE COMPANY) 
                          ----------------------------- 
       CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY (DEFICIT) 
       ------------------------------------------------------------------ 
              FROM INCEPTION ON JULY 1, 1998 THROUGH MARCH 31,2001 
              ---------------------------------------------------- 
                                   (unaudited) 
 
 
 
                                                                                                         Deferred 
                                                                                       Deficit         Compensation 
                                                                                     Accumulated      Related to the 
                                                                   Capital in         During the        Issuance of 
                                                                    Excess of        Development        Options and 
                                            Common Stock            Par Value           Stage             Warrants           Total 
                                        ----------------------    -------------      -----------      --------------       -------- 
                                         Shares        Amount 
                                         ------        ------ 
                                                                                                        
Issuance of common stock for 
cash on February  4, 2000 at 
$2.934582 per share................       85,191          852         249,148                 --                --          250,000 
 
Issuance of common stock for 
cash on March 15, 2000 at 
$2.527875 per share................       51,428          514         129,486                 --                --          130,000 
 
Issuance of common stock for 
cash on June 22, 2000 for 
$1.50 per share....................    1,471,700       14,718       2,192,833                 --                --        2,207,551 
 
Commissions, legal and bank fees 
associated with issuances for 
the year ended June 30, 2000.......           --           --        (260,595)                --                --         (260,595)
 
Fair market value of warrants 
granted on October 2, 2000.........           --           --          80,700                 --                --           80,700 
 
Change in fair market value of 
options and warrants granted.......           --           --         163,770                 --           (92,750)          71,020 
 
Net loss...........................           --           --              --         (5,076,477)               --       (5,076,477)
                                       ---------    ---------      ----------         ----------         ---------       ---------- 
 
Balance at March 31, 2001..........    7,872,626    $  78,726      $5,478,945        $(5,076,477)        $(273,482)      $  207,712 
                                       =========    =========      ==========        ===========         =========       ========== 
 
 
 
            See Notes to Condensed Consolidated Financial Statements. 
 
                                       -5- 



 
 
                    SENESCO TECHNOLOGIES, INC. AND SUBSIDIARY 
                    ----------------------------------------- 
                          (A DEVELOPMENT STAGE COMPANY) 
                          ----------------------------- 
                 CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS 
                 ---------------------------------------------- 
                                   (unaudited) 
 
 
 
                                                                                            From Inception 
                                                        For the Nine      For the Nine      on July 1, 1998 
                                                        Months Ended      Months Ended          through 
                                                         March 31,          March 31,           March 31, 
                                                            2001              2000                2001 
                                                        ------------      ------------      --------------- 
                                                                                     
Cash flows used in operating activities: 
Net loss............................................     $(1,462,566)      $(1,822,228)      $(5,076,477) 
Adjustments to reconcile net loss 
  to cash used in operating activities: 
Capital contributed through payment of expenses 
   by stockholder...................................              --                --            85,179 
Issuance of stock options and warrants for services.         151,720           419,246           726,072 
Depreciation and amortization.......................          17,855            13,405            40,571 
(Increase)  in operating assets: 
Prepaid expense and other current assets............          (6,207)          (16,241)          (15,430) 
Security deposit....................................          (7,187)               --           (18,050) 
Increase in operating liabilities: 
Accounts payable....................................          94,810            66,455           170,953 
Accrued expenses....................................          15,218            72,348           153,806 
                                                         -----------       -----------       ----------- 
Net cash used in operating activities...............      (1,196,357)       (1,267,015)       (3,933,376) 
                                                         -----------       -----------       ----------- 
 
Cash flows from investing activities: 
Patent costs........................................         (51,148)          (34,798)         (152,682) 
Purchase of equipment...............................         (19,724)          (12,936)         (108,933) 
                                                         -----------       -----------       ----------- 
Net cash used in investing activities...............         (70,872)          (47,734)         (261,615) 
                                                         -----------       -----------       ----------- 
 
Cash flows provided by financing activities: 
Proceeds from grant.................................          35,234            10,573            45,807 
Net proceeds from issuance of common stock..........              --           508,689         4,472,938 
                                                         -----------       -----------       ----------- 
Cash flows provided by financing activities.........          35,234           519,262         4,518,745 
                                                         -----------       -----------       ----------- 
 
Net (decrease) increase in cash.....................      (1,231,995)         (795,487)          323,754 
 
Cash at beginning of period.........................       1,555,749           946,691                -- 
                                                         -----------       -----------       ----------- 
 
Cash at end of period...............................     $   323,754       $   151,204       $   323,754 
                                                         ===========       ===========       =========== 
 
Supplemental disclosures of cash flow information: 
Interest paid.......................................     $        --       $        --       $    22,317 
                                                         ===========       ===========       =========== 
 
 
 
            See Notes to Condensed Consolidated Financial Statements. 
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                    SENESCO TECHNOLOGIES, INC. AND SUBSIDIARY 
                    ----------------------------------------- 
              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
              ---------------------------------------------------- 
                                   (unaudited) 
 
 
NOTE 1 - BASIS OF PRESENTATION: 
 
     The financial statements included herein have been prepared by the Company, 
without  audit,  pursuant to the rules and  regulations  of the  Securities  and 
Exchange  Commission.  Certain  information  and footnote  disclosures  normally 
included in financial  statements prepared in accordance with generally accepted 
accounting  principles have been condensed or omitted pursuant to such rules and 
regulations. These condensed consolidated financial statements should be read in 
conjunction  with  the  consolidated  financial  statements  and  notes  thereto 
included in the  Company's  Annual Report on Form 10-KSB for the year ended June 
30, 2000. 
 
     In the opinion of the  Company's  management,  the  accompanying  unaudited 
condensed consolidated financial statements contain all adjustments,  consisting 
solely of those which are of a normal  recurring  nature,  necessary  to present 
fairly its financial  position as of March 31, 2001 and as of June 30, 2000, the 
results of its  operations  for the three month periods ended March 31, 2001 and 
2000,  the results of its  operations  and cash flows for the nine month periods 
ended March 31, 2001 and 2000 and for the period from  inception on July 1, 1998 
through March 31, 2001. 
 
     Interim  results  are not  necessarily  indicative  of results for the full 
fiscal year. 
 
     Senesco is a development  stage company that was organized to  commercially 
exploit technology  acquired and developed in connection with the identification 
and  characterization  of genes  which  control  the aging  (senescence)  of all 
flowers, fruits and vegetables (plant tissues), increase crop production (yield) 
in  horticultural  and  agronomic  crops  and  reduce  the  harmful  effects  of 
environmental stress. 
 
 
NOTE 2 - LOSS PER SHARE: 
 
     Net loss per common  share is computed by dividing the loss by the weighted 
average number of common shares outstanding  during the period.  Since September 
7, 1999,  the Company has had  outstanding  options and warrants to purchase its 
common stock, $0.01 par value per share (the "Common Stock"), however, shares to 
be issued  upon the  exercise of options and  warrants  are not  included in the 
computation of diluted loss per share as their effect is anti-dilutive. 
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                    SENESCO TECHNOLOGIES, INC. AND SUBSIDIARY 
                    ----------------------------------------- 
              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
              ---------------------------------------------------- 
                                   (unaudited) 
 
 
NOTE 3 - SIGNIFICANT EVENTS: 
 
     On March 30, 2000,  the Company and  Fahnestock  & Co. Inc.  ("Fahnestock") 
entered  into  a  financial  advisory  and  investment  banking  agreement  (The 
"Investment  Banking  Agreement") with a term of six months. On October 2, 2000, 
the Company and  Fahnestock  extended  their  Investment  Banking  Agreement  by 
executing a new agreement, pursuant to which Fahnestock continued to provide the 
Company with financial  advice and investment  banking  services on an exclusive 
basis for a six month term (the "Extended  Investment Banking  Agreement").  The 
Extended   Investment  Banking  Agreement  provided  for  a  consulting  fee  to 
Fahnestock of $7,500 per month during the six month term.  Also, in  conjunction 
with the Extended Investment Banking Agreement, the Company issued to Fahnestock 
a five-year  warrant to purchase  30,000  shares of common  stock at an exercise 
price of $3.1875. 
 
     In October 2000,  pursuant to the New Jersey Technology Tax Credit Transfer 
Program  (the  "Program"),  the Company  received  approval  from the New Jersey 
Economic  Development  Authority (the "EDA") to sell the Company's June 30, 1999 
New Jersey net  operating  loss tax benefit of $71,296.  In December  2000,  the 
Company sold this tax benefit and  received net proceeds of $60,331  pursuant to 
the sale of the entire New Jersey net  operating  loss tax benefit.  The Company 
may apply to  participate  in the  Program to sell its New Jersey net  operating 
loss tax benefit in the amount of approximately $163,000 for the year ended June 
30, 2000. An application must be submitted to the EDA by June 30, 2001. However, 
there can be no assurance that the Company will be approved to  participate  for 
the year ended June 30, 2000,  or if approved,  that the Company will be able to 
sell all or part of the New Jersey net operating loss tax benefit. 
 
     On December 1, 2000,  pursuant to the Company's  1998 Stock  Incentive Plan 
(the  "Plan"),  the Company  granted  options to purchase an aggregate of 25,000 
shares of its Common Stock to the new Chief Financial  Officer of the Company at 
an exercise  price equal to $2.25 per share.  Such options vest as follows:  (i) 
1/6 vest on the date of grant;  (ii) 1/6 vest six months from the date of grant; 
(iii) 1/3 vest on the  first  anniversary  from the date of grant;  and (iv) 1/3 
vest on the second anniversary from the date of grant. 
 
     Effective  December 1, 2000, the former Chief  Financial  Officer  resigned 
from the Company. Accordingly, an aggregate of 16,666 options to purchase shares 
of the Company's Common Stock issued pursuant to the Plan have been forfeited. 
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                    SENESCO TECHNOLOGIES, INC. AND SUBSIDIARY 
                    ----------------------------------------- 
              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
              ---------------------------------------------------- 
                                   (unaudited) 
 
 
NOTE 3 - SIGNIFICANT EVENTS (CONTINUED): 
 
     Also,  on December  1, 2000,  pursuant  to the Plan,  the  Company  granted 
options to purchase an aggregate of 35,000 shares of its Common Stock to another 
executive  officer of the Company at an exercise price equal to $2.25 per share. 
Such options vest as follows:  (i) 1/3 vest on the date of grant;  (ii) 1/3 vest 
on the  first  anniversary  from the date of  grant;  and  (iii) 1/3 vest on the 
second anniversary from the date of grant. 
 
     On March 16,  2001,  the  Company  entered  into a  five-year  lease,  with 
Matrix/AEW NB, LLC, for new office space in New Brunswick,  New Jersey.  Rent is 
payable in monthly  installments  of $2,838 and will commence upon completion of 
the  landlords  renovations  to the offices.  The Company  anticipates  that the 
renovations  will be  completed  and the Company  will move into the new offices 
during May 2001. The Company's current lease in Princeton, New Jersey expired on 
April 30,  2001.  However,  the Company has made  arrangements  with the current 
landlord to remain in Princeton on a month to month basis, as needed. 
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ITEM 2.  MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND PLAN OF 
         OPERATION. 
 
OVERVIEW 
 
     History and Organization 
 
     On March 27, 1997, Nava Leisure USA, Inc., an Idaho  corporation  ("Nava"), 
voluntarily  registered  its common stock under Section 12(g) of the  Securities 
Exchange Act of 1934, as amended, in order to make information concerning itself 
more readily available to the public. On January 22, 1999, Senesco,  Inc., a New 
Jersey corporation  ("Senesco"),  merged with and into a wholly-owned subsidiary 
of Nava, and the stockholders of Senesco received newly issued, unregistered and 
restricted common stock of Nava such that the stockholders of Senesco acquired a 
majority of Nava's  outstanding  common  stock (the  "Merger").  Pursuant to the 
Merger, Nava changed its name to Senesco Technologies,  Inc. (herein referred to 
as the  "Company"),  and  Senesco  remained  a  wholly-owned  subsidiary  of the 
Company. 
 
     On September  29,  1999,  the Company  declared a 2-for-1  stock split (the 
"Stock Split") of its common stock (the "Common  Stock") which became  effective 
on the NASD OTC Bulletin  Board on October 25, 1999.  All share  amounts and per 
share prices stated herein have been adjusted to reflect such Stock Split. 
 
     On September 30, 1999, the Company  reincorporated  from the State of Idaho 
to the State of Delaware. 
 
     Business of the Company 
 
     The  business of the Company is currently  operated  through  Senesco,  its 
wholly-owned subsidiary.  The primary business of the Company is the development 
and commercial  exploitation of potentially significant technology involving the 
identification and  characterization  of genes that the Company believes control 
the aging  (senescence) of all flowers,  fruits and vegetables  (plant tissues), 
increase crop production (yield) in horticultural and agronomic crops and reduce 
the harmful effects of environmental stress. 
 
     Senescence in plant tissues is the natural aging of these tissues.  Loss of 
cellular membrane integrity is an early event during the senescence of all plant 
tissues that prompts the deterioration of fresh flowers,  fruits and vegetables. 
This  loss of  integrity,  which  is  attributable  to the  formation  of  lipid 
metabolites in membrane bilayers that "phase-separate,"  causes the membranes to 
become "leaky." A decline in cell function ensues,  leading to deterioration and 
eventual death (spoilage) of the tissue.  A delay in senescence  increases shelf 
life which extends the plant's  growth  timeframe and allows the plant to devote 
more  time to the  photosynthetic  process.  The  Company  has  shown  that  the 
additional  energy  gained in this  period  leads  directly  to  increased  seed 
production,  and  therefore  increases  crop yield.  Seed  production is a vital 
economic and agricultural  factor because  oil-bearing  crops store oil in their 
seeds.  This  yields a more  efficient  crop.  The  Company  has also shown that 
delaying  senescence  allows the plant to allocate  more energy  toward  growth, 
leading to larger plants (increased  biomass),  which is vital for crops used to 
feed livestock  (forage) and leafy crops.  Most recently,  the Company has shown 
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that delaying senescence results in crops which exhibit increased  resilience to 
water deprivation. Drought resistant crops may ultimately be more cost effective 
due to reduced loss in the field and less time spent on crop management. 
 
     The technology  presently utilized by the industry for increasing the shelf 
life in certain  flowers,  fruits and  vegetables  relies on  reducing  ethylene 
biosynthesis,  and hence only has application to a limited number of plants that 
are  ethylene-sensitive.  Current industry technology for attempting to increase 
crop  yield  relies  on  delaying  leaf  senescence  which  has not been  proven 
effective up to this time. 
 
     The Company's research and development program focuses on the discovery and 
development  of new gene  technologies  which aim to confer  positive  traits on 
fruits, flowers, vegetables,  forestry species and agronomic crops. To date, the 
Company has  isolated  and  characterized  the  senescence-induced  lipase gene, 
deoxyhypusine  synthase  ("DHS")  gene and Factor 5A gene in certain  species of 
plants.  The  Company's  initial  goal  is to  inhibit  the  expression  of  (or 
"silence")  these  genes to delay  senescence,  which will  extend  shelf  life, 
increase  biomass,  increase  yield and  increase  resistance  to  environmental 
stress,  thereby  demonstrating "proof of concept" in each category of crop. The 
Company then plans to license the  technology  to  strategic  partners and enter 
into joint ventures. 
 
     The Company is currently  working with tomato,  Arabidopsis  (a model plant 
which produces oil in a manner similar to canola) and banana plants,  and it has 
obtained  "proof of  concept"  for the  lipase and DHS genes in several of these 
species.  Near-term research and development  initiatives include: (i) silencing 
the Factor 5A gene in these three types of plants; and (ii) further  propagation 
of transformed plants with the Company's silenced genes. 
 
     Subsequent initiatives include: (i) expanding the lipase, DHS and Factor 5A 
gene technology into a variety of other commercially  viable  agricultural crops 
such as canola, lettuce, melon and strawberries; and (ii) developing transformed 
plants that possess new beneficial  traits such as protection  against  disease. 
The Company's  strategy focuses on various plants to allow flexibility that will 
accommodate different plant reproduction strategies among the various sectors of 
the broad  agricultural and  horticultural  markets.  There can be no assurance, 
however, that the Company's research and development efforts will be successful, 
or if  successful,  that the Company  will be able to  commercially  exploit its 
technology. 
 
     The  Company's  research  and  development  is  performed  by  third  party 
researchers  at the  discretion  of the  Company  pursuant  to various  research 
agreements.  The primary  research  and  development  effort  takes place at The 
University of Waterloo in Ontario,  Canada,  where the technology was developed. 
Additional   research  and   development  is  performed  at  the  University  of 
California,  Davis,  as well as through the  Company's  Joint Venture with Rahan 
Meristem in Israel. 
 
 
                                      -11- 



 
 
     Target Markets 
 
     The Company's  technology  enhances crops that are reproduced  both through 
seeds  and  propagation,  which  are the  only  two  means  of  commercial  crop 
reproduction.  Propagation  is a  process  whereby  the plant  does not  produce 
fertile seeds and must  reproduce  through  cuttings from the parent plant which 
are planted and become new plants.  The  complexities  associated with marketing 
and  distribution  in the worldwide  produce  market will require the Company to 
adopt a  multi-faceted  commercialization  strategy.  The Company plans to enter 
into  licensing  agreements  and  strategic  relationships  with  a  variety  of 
companies on a  crop-by-crop  basis.  The Company also plans to enter into joint 
ventures  where  it  will  have  more  direct  control  over   commercialization 
activities  in the  end-use  market  for  species  which  have well  established 
channels of distribution. 
 
     Joint Venture 
 
     On May 14, 1999,  the Company  entered into a joint venture  agreement with 
Rahan  Meristem  Ltd., an Israeli  company  ("Rahan"),  engaged in the worldwide 
export  marketing of banana  germ-plasm (the "Joint  Venture").  The Company has 
contributed,  by way of a limited,  exclusive,  world-wide  license to the Joint 
Venture,  access  to  its  technology,   discoveries,  inventions  and  know-how 
(patentable or otherwise), pertaining to plant genes and their cognate expressed 
proteins  that are induced  during  senescence  (plant aging) for the purpose of 
developing,  on a joint  basis,  enhanced  banana  plants which will result in a 
"longer shelf life" banana. Rahan has contributed its technology, inventions and 
know-how  with respect to banana  plants.  The Joint Venture is equally owned by 
each of the parties.  There can be no  assurance,  however,  that the  Company's 
Joint Venture will be  successful,  or if  successful,  that the Company will be 
able to commercially exploit its technology. 
 
     The Joint Venture applied for and received a conditional  grant that totals 
approximately  $340,000,  which constitutes 50% of the Joint Venture's  research 
and  development  budget  over  a four  year  period,  from  the  Israel  - U.S. 
Binational  Research and Development (the "BIRD") Foundation (the "BIRD Grant"). 
Pursuant to the BIRD Grant,  such grant,  along with certain  royalty  payments, 
shall only be repaid to the BIRD Foundation  upon the commercial  success of the 
Joint  Venture's  technology.  The  commercial  success is  measured  based upon 
certain  benchmarks  and/or  milestones  achieved  by the Joint  Venture.  These 
benchmarks  are  reported  periodically  to the  BIRD  Foundation  by the  Joint 
Venture.  During the three  months ended March 31,  2001,  the Company  received 
$35,234  from  the  BIRD  Foundation  for  research  and  development   expenses 
associated  with the Joint Venture.  As of March 31, 2001,  Senesco has directly 
received  a  total  of  $45,807  from  the  BIRD  Foundation  for  research  and 
development  expenses the Company has  incurred  which are  associated  with the 
research and  development  efforts of the Joint Venture.  The Company expects to 
receive additional installments of the BIRD Grant as its expenditures associated 
with the Joint Venture increase above certain levels. 
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INTELLECTUAL PROPERTY 
 
     Research and Development 
 
     The inventor of the Company's technology,  John E. Thompson,  Ph.D., is the 
Dean of Science at the  University  of Waterloo in Waterloo,  Ontario and is the 
Executive  Vice  President  of Research  and  Development  of the  Company.  Dr. 
Thompson is also a stockholder of the Company and owns 10.8% of the  outstanding 
shares of the Company's Common Stock as of March 31, 2001.  Senesco entered into 
a three-year research and development  agreement,  dated as of September 1, 1998 
(the "Research and Development Agreement"),  with the University of Waterloo and 
Dr. Thompson as the principal inventor.  The Research and Development  Agreement 
provides that the University of Waterloo will perform  research and  development 
under the  direction of Senesco,  and Senesco will pay for the cost of this work 
and make certain payments  totaling  approximately  CDN$1,250,000  (as specified 
therein).  As of March  31,  2001,  such  amount  represented  approximately  US 
$792,000.  In return  for these  payments,  the  Company  has all  rights to the 
intellectual property derived from the research.  During the three month periods 
ended March 31,  2001 and March 31,  2000,  the Company has spent  approximately 
$120,367 and $201,200, respectively, on all research and development. During the 
nine month  periods  ended  March 31, 2001 and March 31,  2000,  the Company has 
spent  approximately  $368,199 and $398,009,  respectively,  on all research and 
development. 
 
     Effective May 1, 1999, the Company entered into a consulting  agreement for 
research and development with Dr. Thompson.  This agreement provides for monthly 
payments of $3,000 through June 2001. The agreement  shall  automatically  renew 
for two (2)  additional  three (3) year  terms,  unless  either  of the  parties 
provides the other with written  notice  within six (6) months of the end of the 
term. 
 
     The  Company's  future  research  and  development  program  focuses on the 
discovery and  development  of new gene  technologies  which aim to extend shelf 
life and to confer other  positive  traits on fruits,  flowers,  vegetables  and 
agronomic  row  crops.  Over the next  twelve  months,  the  Company  plans  the 
following research and development  initiatives:  (i) the isolation of new genes 
in the  Arabidopsis,  tomato,  lettuce,  soybean,  rapeseed  (canola)  and melon 
plants,  among others, at the University of Waterloo;  (ii) the isolation of new 
genes in the banana plant through the Joint Venture;  and (iii) the  development 
of  transformed  plants that possess new  beneficial  traits such as  protection 
against  drought and disease,  which will then be developed in each of the above 
varieties.   The  Company  and  Hebrew  University  have  each  completed  their 
respective portions of the Company's carnation research program. The Company may 
further expand its research and development  initiative  beyond the crops listed 
above. 
 
     Patent Applications 
 
     Dr.  Thompson and his  colleagues,  Dr. Yuwen Hong and Dr.  Katalin  Hudak, 
filed a patent application on June 26, 1998 (the "Original Patent  Application") 
to  protect  their  invention,  which is  directed  to methods  for  controlling 
senescence in plants.  By  assignment  dated June 25, 1998 and recorded with the 
United States Patent and Trademark  Office (the "PTO"),  on June 26, 1998,  Drs. 
Thompson,  Hong and Hudak  assigned  all of their  rights in and to the Original 
Patent 
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Application and any other  applications  filed in the United States or elsewhere 
with respect to the invention  and/or  improvements  thereto to Senesco,  L.L.C. 
Senesco  succeeded  to the  assignment  and  ownership  of the  Original  Patent 
Application.  Drs.  Thompson,  Hong and Hudak filed an amendment to the Original 
Patent  Application on February 16, 1999 (the "Amended Patent  Application"  and 
together with the Original Patent Application,  the "First Patent  Application") 
titled  "DNA  Encoding  A Plant  Lipase,  Transgenic  Plants  and a  Method  for 
Controlling  Senescence in Plants." The Amended Patent  Application  serves as a 
continuation of the Original Patent  Application.  Concurrent with the filing of 
the Amended Patent  Application  with the PTO and as in the case of the Original 
Patent Application,  Drs. Thompson,  Hong and Hudak assigned all of their rights 
in and to the Amended Patent Application and any other applications filed in the 
United States or elsewhere  with respect to such invention  and/or  improvements 
thereto  to  Senesco.  Drs.  Thompson,  Hong and Hudak have  received  shares of 
restricted  Common Stock of the Company in  consideration  for the assignment of 
the First  Patent  Application.  The  inventions,  which were the subject of the 
First Patent Application, include a method for controlling senescence of plants, 
a  vector  containing  a  cDNA  whose  expression  regulates  senescence,  and a 
transformed microorganism expressing the lipase of the cDNA. Management believes 
that the  inventions  provide a means for delaying  deterioration  and spoilage, 
which could greatly increase the shelf-life of fruits,  vegetables,  and flowers 
by silencing  or  substantially  repressing  the  expression  of the lipase gene 
induced coincident with the onset of senescence. 
 
     The  Company  filed  a  second  patent   application  (the  "Second  Patent 
Application", and together with the First Patent Application,  collectively, the 
"Patent   Applications")   on  July  6,  1999,  titled  "DNA  Encoding  A  Plant 
Deoxyhypusine   Synthase,   Transgenic  Plants  and  A  Method  for  Controlling 
Programmed  Cell Death in Plants."  The  inventors  named on the patent are Drs. 
John E. Thompson,  Tzann-Wei Wang and Dongen Lily Lu. Concurrent with the filing 
of the Second  Patent  Application  with the PTO and as in the case of the First 
Patent Application,  Drs. Thompson,  Wang and Lu assigned all of their rights in 
and to the Second Patent  Application  and any other  applications  filed in the 
United States or elsewhere  with respect to such invention  and/or  improvements 
thereto to Senesco. Drs. Thompson, Wang and Lu have received options to purchase 
Common Stock of the Company in  consideration  for the assignments of the Second 
Patent Application. The inventions include a method for the genetic modification 
of  plants  to  control  the  onset  of  either  age-related  or  stress-induced 
senescence,  an isolated DNA molecule encoding a senescence induced gene, and an 
isolated protein encoded by the DNA molecule. 
 
     Currently,  the  Company  is in the  process  of  drafting  various  patent 
applications  for new aspects of the Company's  technology  that should be filed 
with  the  PTO  in the  near  future.  There  can be no  assurance  that  patent 
protection will be granted with respect to the Patent Applications, or any other 
applications,  or that,  if granted,  the  validity of such  patents will not be 
challenged.  Furthermore,  there can be no assurance that claims of infringement 
upon the  proprietary  rights of others will not be made,  or if made,  could be 
successfully defended against. 
 
     Competition 
 
     The Company's  competitors  in the field of delaying  plant  senescence are 
companies  that  develop  and  produce  transformed  plants  in  which  ethylene 
biosynthesis  has been silenced.  Such  companies  include:  Paradigm  Genetics; 
AgrEvo; Bionova Holding Corporation; Renessen LLC; 
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Exelixis Plant Sciences,  Inc.; and Eden Bioscience,  among others.  The Company 
believes that its proprietary  technology is unique and,  therefore,  places the 
Company at a  competitive  advantage in the industry.  However,  there can be no 
assurance that its competitors  will not develop a similar product with superior 
properties or at greater cost-effectiveness than the Company. 
 
     Government Regulation 
 
     At present,  the U.S.  federal  government  regulation of  biotechnology is 
divided among three agencies.  The U.S.  Department of Agriculture  (the "USDA") 
regulates the import, field testing and interstate movement of specific types of 
genetic  engineering that may be used in the creation of transformed plants. The 
Environmental  Protection  Agency (the "EPA") regulates  activity related to the 
invention of plant pesticides and herbicides, which may include certain kinds of 
transformed plants. The Food and Drug Administration (the "FDA") regulates foods 
derived from new plant varieties.  The FDA requires that transformed plants meet 
the same  standards  for safety that are required for all other plants and foods 
in general.  Except in the case of additives that  significantly  alter a food's 
structure,  the FDA  does not  require  any  additional  standards  or  specific 
approval for genetically enhanced foods but expects transformed plant developers 
to consult the FDA before introducing a new food into the market place. 
 
     The Company believes that its current  activities,  which to date have been 
confined to research  and  development  efforts,  do not  require  licensing  or 
approval by any  governmental  regulatory  agency.  The Company may be required, 
however,  to obtain such licensing or approval from the governmental  regulatory 
agencies  described  above  prior to the  commercialization  of its  transformed 
plants.  There  can be no  assurance  that such  licensing  or  approval  by any 
governmental  regulatory  agency will be obtained in a timely manner, if at all. 
In addition,  government  regulations  are subject to change and, in such event, 
there can be no  assurance  that the  Company  may not be subject to  additional 
regulations or require such licensing or approval in the future. 
 
     Employees 
 
     The Company  currently has four (4)  employees  and three (3)  consultants, 
five  (5) of whom are  currently  executive  officers  and are  involved  in the 
management of the Company. 
 
     The  officers  are  assisted  by a  Scientific  Advisory  Board  made up of 
prominent  experts in the field of transformed  plants.  A. Carl Leopold,  Ph.D. 
serves as Chairman of the Scientific  Advisory  Board.  He is currently a member 
and a W.H. Crocker Scientist  Emeritus of the Boyce Thompson Institute for Plant 
Research  at  Cornell  University.   Dr.  Leopold  has  held  numerous  academic 
appointments  and  memberships,  including  staff  member  of  the  Science  and 
Technology  Policy  Office  during  the  Nixon  and  Ford  Administrations,  and 
positions with the National Science Foundation and the National  Aeronautics and 
Space Administration.  Alan B. Bennett, Ph.D., and William R. Woodson, Ph.D. are 
the other members of the Scientific Advisory Board. Dr. Bennett is the Associate 
Dean of the College of Agricultural and Environmental Sciences at the University 
of California,  Davis. His research interests include:  the molecular biology of 
tomato fruit development and ripening; the molecular basis of membrane 
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transport;  and cell wall  disassembly.  Dr.  Woodson is the  Associate  Dean of 
Agriculture and Director of Agricultural Research Programs at Purdue University. 
He has been a visiting  professor at many universities  worldwide  including the 
John Innis Institute in England and the Weizmann Institute of Science in Israel. 
Dr. Woodson is a world-recognized  expert in horticultural science and serves on 
numerous international and national committees and professional societies. 
 
     In addition to his service on the Scientific  Advisory  Board,  the Company 
utilizes Dr. Bennett as a consultant  experienced in plant  transformation.  The 
Company  entered  into  a  one-year   consulting   agreement  for  research  and 
development  with Dr.  Bennett which expired on July 15, 2000.  Dr.  Bennett has 
continued  to  provide  services  to the  Company  since  July  15,  2000 and is 
currently renegotiating a new agreement with the Company. 
 
     Furthermore,  pursuant  to the  Research  and  Development  Agreement,  the 
majority of the Company's  research and development  activities are conducted at 
the University of Waterloo under the  supervision of Dr.  Thompson.  The Company 
utilizes the  University's  substantial  research staff  including  graduate and 
post-graduate researchers. 
 
     The Company anticipates hiring additional  employees within the next twelve 
months to meet needs created by possible  expansion of its marketing  activities 
and product development. 
 
     Safe Harbor Statement 
 
     Certain  statements  included  in  this  Form  10-QSB,  including,  without 
limitation,  statements  regarding the anticipated growth in the markets for the 
Company's  services,   the  continued   development  of  the  Company's  genetic 
technology,  the approval of the Company's Patent Applications,  the possibility 
of  governmental  approval  in order to sell or  offer  for sale to the  general 
public  a  genetically   engineered  plant  or  plant  product,  the  successful 
implementation  of the Joint Venture with Rahan, the success of the Research and 
Development Agreement, statements relating to the Company's Patent Applications, 
the anticipated longer term growth of the Company's business,  and the timing of 
the projects and trends in future  operating  performance,  are  forward-looking 
statements  within the meaning of Section 21E of the Securities  Exchange Act of 
1934, as amended. The factors discussed herein and others expressed from time to 
time in the Company's filings with the Securities and Exchange  Commission could 
cause actual  results and  developments  to be materially  different  from those 
expressed in or implied by such  statements.  The Company does not  undertake to 
update any forward-looking statements. 
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LIQUIDITY AND CAPITAL RESOURCES 
 
     Overview 
 
     As of March 31, 2001,  the  Company's  cash balance was  $323,754,  and the 
Company's  working capital was $14,425.  As of March 31, 2001, the Company had a 
federal tax loss carry-forward of approximately  $2,604,000 and a state tax loss 
carry-forward of approximately $1,812,000 to offset future taxable income. There 
can be no assurance, however, that the Company will be able to take advantage of 
any or all of such tax loss carry-forwards, if at all, in future fiscal years. 
 
     Financing Needs 
 
     To date,  the Company has not generated  any revenues.  The Company has not 
been profitable  since inception,  may incur additional  operating losses in the 
future,  and may require  additional  financing to continue the  development and 
subsequent  commercialization  of its  technology.  While the  Company  does not 
expect to generate  significant  revenues  from the sale of products in the near 
future,  the Company may enter into licensing or other agreements with marketing 
and  distribution  partners  that may  result in  license  fees,  revenues  from 
contract research, or other related revenue. 
 
     The Company expects its capital requirements to increase significantly over 
the next several  years as it commences  new research and  development  efforts, 
undertakes  new  product   developments,   increases  sales  and  administration 
infrastructure  and embarks on developing  in-house  business  capabilities  and 
facilities. The Company's future liquidity and capital funding requirements will 
depend on numerous factors,  including, but not limited to, the levels and costs 
of the Company's research and development initiatives and the cost and timing of 
the expansion of the Company's sales and marketing efforts. 
 
     In October 2000,  pursuant to the New Jersey Technology Tax Credit Transfer 
Program  (the  "Program"),  the Company  received  approval  from the New Jersey 
Economic  Development  Authority (the "EDA") to sell the Company's June 30, 1999 
New Jersey net  operating  loss tax benefit of $71,296.  In December  2000,  the 
Company sold this tax benefit and  received net proceeds of $60,331  pursuant to 
the sale of the entire New Jersey net  operating  loss tax benefit.  The Company 
may apply to  participate  in the  Program to sell its New Jersey net  operating 
loss tax benefit in the amount of approximately $163,000 for the year ended June 
30, 2000. An application must be submitted to the EDA by June 30, 2001. However, 
there can be no assurance that the Company will be approved to  participate  for 
the year ended June 30, 2000,  or if approved,  that the Company will be able to 
sell all or part of the New Jersey net operating loss tax benefit. 
 
     During the quarter ended March 31, 2001, the Company  received $35,234 from 
the BIRD Foundation for research and  development  expenses that the Company has 
incurred  in  connection  with the  Joint  Venture.  In  addition,  the  Company 
anticipates  receiving  additional  funds  from the BIRD  Grant in the future to 
assist in funding its Joint Venture.  See "Management's  Discussion and Analysis 
of Financial Condition and Plan of Operation." 
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     In  order  to fund  its  research  and  development  and  commercialization 
efforts,  including the hiring of additional  employees,  the Company  issued an 
aggregate  1,471,700 shares of its restricted  Common Stock, at $1.50 per share, 
for an aggregate  gross  proceeds  equal to  $2,207,551,  in  connection  with a 
private  placement  completed on June 22, 2000 (the  "Private  Placement").  The 
Company  believes it has  sufficient  cash on hand to support its operating plan 
through at least June 2001.  The  Company  believes  it can  support its current 
operating  plan by raising  additional  funds  through the  issuance and sale of 
equity in the near future.  There can be no assurance however,  that the Company 
will be able to obtain additional  financing,  if at all, on terms acceptable to 
the Company. 
 
RESULTS OF OPERATIONS 
 
Three Months Ended March 31, 2001 and Three Months Ended March 31, 2000 
- ----------------------------------------------------------------------- 
 
     The Company is a development  stage  company,  and revenues for each of the 
three month periods  ended March 31, 2001 and March 31, 2000 were $0.  Operating 
expenses in each of the three month  periods  ended March 31, 2001 and March 31, 
2000 were comprised of general and administrative  expenses, sales and marketing 
expenses,  non-cash advertising,  consulting and professional costs and research 
and development  expenses.  Operating expenses for the three month periods ended 
March 31, 2001 and March 31, 2000 were  $453,919 and $828,269,  respectively,  a 
decrease of $374,350 or 45.2%. 
 
     General and  administrative  expenses  in each of the three  month  periods 
ended March 31,  2001 and March 31, 2000  consisted  primarily  of  professional 
salaries  and  benefits,   depreciation  and   amortization,   professional  and 
consulting  services,   office  rent  and  corporate   insurance.   General  and 
administrative expenses were $293,202 for the three month period ended March 31, 
2001 and $385,602 for the three month period ended March 31, 2000.  The decrease 
during the three month  period ended March 31, 2001 of $92,400,  or 24.0%,  from 
the corresponding  three month period ended March 31, 2000,  resulted  primarily 
from decreases in investor  relations  expenses and professional fees which were 
partially offset by an increase in payroll expenses. 
 
     Research and development  expenses in each of the three month periods ended 
March 31, 2001 and March 31, 2000 consisted  primarily of professional  salaries 
and  benefits,  fees  associated  with the Research and  Development  Agreement, 
direct  expenses  charged to research and  development  projects  and  allocated 
overhead charged to research and development projects.  Research and development 
expenses  for the three  month  periods  ended March 31, 2001 and March 31, 2000 
were $120,367 and $201,200,  respectively.  The decrease  during the three month 
period ended March 31, 2001 of $80,833,  or 40.2%, from the corresponding  three 
month  period  ended  March 31,  2000,  resulted  primarily  from a  retroactive 
adjustment  to the Research and  Development  Agreement  with the  University of 
Waterloo during the three month period ended March 31, 2000. 
 
     Non-cash  charges for options and warrants  issued in exchange for services 
for the three month periods ended March 31, 2001 and March 31, 2000 were $40,350 
and $241,467, respectively. Such costs consisted primarily of non-employee stock 
options  and  warrants  granted  as  consideration  for  certain   professional, 
consulting and advertising services. 
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Nine Months Ended March 31, 2001 and Nine Months Ended March 31, 2000 
- --------------------------------------------------------------------- 
 
     The Company is a development  stage  company,  and revenues for each of the 
nine month  periods  ended March 31, 2001 and March 31, 2000 were $0.  Operating 
expenses  in each of the nine month  periods  ended March 31, 2001 and March 31, 
2000 were comprised of general and administrative  expenses, sales and marketing 
expenses,  non-cash advertising,  consulting and professional costs and research 
and development  expenses.  Operating  expenses for the nine month periods ended 
March 31, 2001 and March 31, 2000 were $1,555,448 and $1,823,073,  respectively, 
an decrease of $267,625 or 14.7%. 
 
     General and administrative expenses in each of the nine month periods ended 
March 31, 2001 and March 31, 2000 consisted  primarily of professional  salaries 
and  benefits,  depreciation  and  amortization,   professional  and  consulting 
services,  office  rent and  corporate  insurance.  General  and  administrative 
expenses  were  $1,035,529  for the nine month  period  ended March 31, 2001 and 
$1,005,818 for the nine month period ended March 31, 2000.  The increase  during 
the nine  month  period  ended  March 31,  2001 of  $29,711,  or 3.0%,  from the 
corresponding  nine month period in 2000,  resulted  primarily from increases in 
consulting  services  and  payroll  expenses  which  was  partially  offset by a 
decrease in investor relations expenses. 
 
     Research and  development  expenses in each of the nine month periods ended 
March 31, 2001 and March 31, 2000 consisted  primarily of professional  salaries 
and  benefits,  fees  associated  with the Research and  Development  Agreement, 
direct  expenses  charged to research and  development  projects  and  allocated 
overhead charged to research and development projects.  Research and development 
expenses for the nine month periods ended March 31, 2001 and March 31, 2000 were 
$368,199 and $398,009,  respectively.  The decrease during the nine month period 
ended March 31, 2001 of $29,810, or 7.5%, from the nine month period ended March 
31, 2000,  resulted  primarily from a reduction in the amount of consulting fees 
recorded for Dr. Bennett due to the  expiration of his  consulting  agreement as 
well as the amount of fees paid to Dr. Sasha  Vainstein due to the conclusion of 
his portion of the  carnation  research  program,  which was being  conducted at 
Hebrew University. 
 
     Non-cash  charges for options and warrants  issued in exchange for services 
for the nine month periods ended March 31, 2001 and March 31, 2000 were $151,720 
and $419,246, respectively. Such costs consisted primarily of non-employee stock 
options  and  warrants  granted  as  consideration   for  certain   professional 
consulting and advertising services. 
 
Period From Inception on July 1, 1998 through March 31, 2001 
- ------------------------------------------------------------ 
 
     The Company is a development  stage company.  From inception  through March 
31, 2001, the Company had no revenues. 
 
     The  Company  has  incurred  losses  each year since  inception  and has an 
accumulated  deficit of  $5,076,477  at March 31, 2001.  The Company  expects to 
continue to incur losses over,  approximately,  the next two to three years from 
expenditures  on research,  product  development,  marketing and  administrative 
activities. 
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     The Company does not expect to generate  significant  revenues from product 
sales for,  approximately,  the next two to three years during which the Company 
will engage in  significant  research  and  development  efforts.  However,  the 
Company  may  enter  into  licensing  or other  agreements  with  marketing  and 
distribution  partners that may result in license  fees,  revenues from contract 
research,  and other related revenues.  No assurance can be given, however, that 
such research and  development  efforts will result in any  commercially  viable 
products,  or  that  any  licensing  or  other  agreements  with  marketing  and 
distribution  partners  will be entered into and result in revenues.  Successful 
future operations will depend on the Company's ability to transform its research 
and development activities into commercializable products. 
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                           PART II. OTHER INFORMATION. 
                           --------------------------- 
 
 
ITEM 5.        OTHER INFORMATION. 
 
 
New Office Lease 
 
     On March 16,  2001,  the  Company  entered  into a  five-year  lease,  with 
Matrix/AEW NB, LLC, for new office space in New Brunswick,  New Jersey.  Rent is 
payable in monthly  installments  of $2,838 and will commence upon completion of 
the  landlords  renovations  to the offices.  The Company  anticipates  that the 
renovations  will be  completed  and the Company  will move into the new offices 
during May 2001. The Company's current lease in Princeton, New Jersey expired on 
April 30,  2001.  However,  the Company has made  arrangements  with the current 
landlord to remain in Princeton on a month to month basis, as needed. 
 
 
ITEM 6.       EXHIBITS AND REPORTS ON FORM 8-K. 
 
        (a)   Exhibits. 
 
              10.1 Lease, dated as of March 16, 2001, by and between the Company 
                   and Matrix/AEW NB, LLC. 
 
        (b)   Reports on Form 8-K. 
 
              None. 
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                                   SIGNATURES 
 
 
 
     In accordance with the requirements of the Securities Exchange Act of 1934, 
the registrant caused this report to be signed on its behalf by the undersigned, 
thereunto duly authorized. 
 
                                     SENESCO TECHNOLOGIES, INC. 
 
 
DATE:  May 15, 2001                  By:  /s/ Steven Katz 
                                        --------------------------------------- 
                                         Steven Katz, President 
                                         and Chief Operating Officer 
                                         (Principal Executive Officer) 
 
 
 
DATE:  May 15, 2001                  By:  /s/ Joel Brooks 
                                        --------------------------------------- 
                                         Joel Brooks, Chief Financial Officer 
                                         and Treasurer 
                                         (Principal Financial and Accounting 
                                         Officer) 
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                                     BETWEEN 
 
                               MATRIX/AEW NB, LLC, 
 
                                                       LESSOR, 
 
 
                                      -AND- 
 
 
                              SENESCO TECHNOLOGIES, 
 
 
                                                       LESSEE. 
 
 
 
 
                      -------------------------------------- 
 
                              DATED: March 16, 2001 
 
                      -------------------------------------- 
 
 
 
Prepared by: 
 
Michael C. Woodruff, Esquire 
Drinker Biddle & Shanley LLP 
500 Campus Drive 
Florham Park, New Jersey 07932-1047 
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                                 LEASE AGREEMENT 
                                 --------------- 
 
 
     LEASE  AGREEMENT  (this  "Lease"),  made  as of  March  16,  2001,  between 
MATRIX/AEW  NB, LLC (the  "LESSOR"),  a New Jersey  limited  liability  company, 
having an address c/o Matrix Realty,  Inc., 3 Centre Drive,  Monroe,  New Jersey 
08831, and SENESCO  TECHNOLOGIES,  INC. (the "LESSEE"),  a Delaware corporation, 
having an address at 303 George Street,  4th Floor,  New  Brunswick,  New Jersey 
08901. 
 
                              PRELIMINARY STATEMENT 
                              --------------------- 
 
     LESSOR is the owner in fee  simple  of a  certain  tract of land  lying and 
being in the City of New Brunswick,  County of Middlesex and State of New Jersey 
(the "Land"), as more particularly  described on Schedule A annexed hereto, upon 
which  there is an office  building  and  other  related  improvements.  For the 
purposes of this Lease,  the Land and the office  building,  including all other 
improvements on the Land and all fixtures and  appurtenances to the Land and the 
office building, are hereinafter collectively referred to as the "Premises". 
 
     The office  building  located on the Land is commonly known as Plaza I, 303 
George Street,  New Brunswick,  New Jersey (the  "Building").  LESSEE desires to 
lease from LESSOR  approximately  1,369 rentable  square feet of office space in 
the Building in accordance with, and subject to, the provisions of this Lease. 
 
     NOW, THEREFORE, LESSOR and LESSEE agree as follows: 
 
                                  ARTICLE 1 
                                  --------- 
 
                                 DEFINITIONS 
                                 ----------- 
 
          1.1 As used in this  Lease,  the  following  terms have the  following 
 
respective meanings: 
 
               (a) Additional Rent: defined in Section 3.2. 
                   --------------- 
 
               (b) Adjacent Space:  the portion of the fourth  (4th)floor of the 
                   -------------- 
Building  cross-hatched  on the  floor  plan  annexed  hereto as  Schedule  C-1, 
consisting of approximately 253 rentable square feet. 
 



 
               (c) Adjacent Space  Commencement Date: defined in Section 2.6(d). 
                   --------------------------------- 
 
               (d) Adjacent Space Work: defined in Schedule D. 
                   ------------------- 
 
               (e) Base Insurance Costs:  LESSOR'S  Insurance Costs for the Base 
                   -------------------- 
Period. 
 
               (f) Base Operating Expenses:  LESSOR'S Operating Expenses for the 
                   ----------------------- 
Base Period. 
 
               (g) Base Period: the calendar year 2001. 
                   ----------- 
 
               (h) Base Taxes: shall mean the Taxes for the Base Period. 
                   ---------- 
 
               (i) Base Utility  Costs:  shall be the costs of electric  service 
                   ------------------- 
and gas service for the Premises  determined  by  multiplying  the utility usage 
during the twelve (12) month period immediately preceding the date of this Lease 
by the average  rates for  transmission  and  generation  in effect  during said 
twelve (12) month period (including surcharges and fuel energy adjustments). 
 
               (j) Basic Rent:  defined in Section 3.1 and specified in Schedule 
                   ---------- 
B annexed hereto. 
 
               (k) Basic Rent Payment Dates:  the first day of each  consecutive 
                   ------------------------ 
calendar month during the Term. 
 
               (l) Building: defined in the Preliminary Statement. 
                   -------- 
 
               (m)  Building's  Complex  Percentage:  shall  mean  the  quotient 
                    ------------------------------- 
(converted to a percentage) of the total rentable square footage of the Building 
divided by the total  rentable  square  footage of all buildings  located on the 
Land from time to time. 
 
               (n)  Building  Holidays:  shall  mean  Sunday,  New  Year's  Day, 
                    ------------------ 
President's  Day,  Good  Friday,  Memorial  Day,  Independence  Day,  Labor Day, 
Thanksgiving Day, the day after Thanksgiving and Christmas Day. 
 
               (o) Building Hours: 8:00 AM to 6:00 PM, Monday through Friday and 
                   -------------- 
8:00 AM to 1:00 PM on Saturday, except for Building Holidays. 
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               (p) Commencement Date: defined in Section 2.2(b). 
                   ----------------- 
 
               (q) Demised Premises:  subject to Section 2.6(c),  the portion of 
                   ---------------- 
the fourth (4th) floor of the Building  cross-hatched  on the floor plan annexed 
hereto as Schedule C, consisting of approximately 1,369 rentable square feet. 
 
               (r)  Environmental  Laws:  all statutes,  regulations,  codes and 
                    ------------------- 
ordinances of any  governmental  entity,  authority,  agency  and/or  department 
relating to (i) air emissions,  (ii) water  discharges,  (iii) noise  emissions, 
(iv) air,  water or ground  pollution or (v) any other  environmental  or health 
matter,  including,  but not limited to, ISRA, the New Jersey Spill Compensation 
and Control Act,  N.J.S.A.  58:10-23.11 et seq. and the regulations  promulgated 
thereunder,  the  Hazardous  Substance  Discharge  -- Reports and  Notices  Act, 
N.J.S.A.  13:1K-15 et seq. and the regulations promulgated  thereunder,  and the 
Comprehensive Environmental Response,  Compensation and Liability Act, 42 U.S.C. 
Section 9601 et seq. and the regulations promulgated thereunder. 
 
               (s) Events of Default: defined in Article 19. 
                   ----------------- 
 
               (t) Excusable Delay: any delay caused by governmental  action, or 
                   --------------- 
lack thereof;  shortages or unavailability  of materials and/or supplies;  labor 
disputes  (including,  but not limited to,  strikes,  slow downs,  job  actions, 
picketing  and/or  secondary  boycotts);  fire  or  other  casualty;  delays  in 
transportation;  acts of God; directives or requests by any governmental entity, 
authority,   agency  or  department;  any  court  or  administrative  orders  or 
regulations;  adjustments  of  insurance;  acts of declared or  undeclared  war, 
public  disorder,  riot or civil  commotion;  or by  anything  else  beyond  the 
reasonable control of LESSOR,  including delays caused directly or indirectly by 
an act or a failure to act by LESSEE or LESSEE'S Visitors. 
 
               (u) Fair Market Value: the amount a willing and independent buyer 
                   ----------------- 
would pay for the Premises to a willing and  independent  seller  (neither party 
being  forced to buy or sell) if the  Building  were being used for the purposes 
permitted by this Lease. 
 
               (v) Final Plans:  defined in Paragraph 2(a) of Schedule D annexed 
                   ----------- 
hereto. 
 
               (w) Finish Work:  defined in Paragraph 2(b) of Schedule D annexed 
                   ----------- 
hereto. 
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               (x) Insurance  Requirements:  all terms of any  insurance  policy 
                   ----------------------- 
maintained  by LESSOR with respect to the Premises and all  requirements  of the 
National  Board of Fire  Underwriters  (or any  other  body  exercising  similar 
function) applicable to or affecting all or any part of the Premises. 
 
               (y)  ISRA:  Industrial  Site  Recovery  Act of the  State  of New 
                    ---- 
Jersey,  N.J.S.A.  13:1K-6 et. seq. and the regulations  promulgated thereunder, 
together with any amendments thereto and/or substitutions thereof. 
 
               (z) Land:  defined in the Preliminary  Statement and described by 
                   ---- 
metes and bounds annexed hereto as Schedule A. 
 
               (aa) Land Expenses:  those costs or expenses paid or incurred by, 
                    ------------- 
or charged to, LESSOR in connection with the ownership,  operation,  management, 
maintenance and repair of the Land,  including,  but not limited to, the cost of 
snow and ice removal; maintenance and cleaning of the plaza areas, parking areas 
and driveways  (including  resurfacing and  restriping);  regulation of traffic; 
landscape  and grounds  maintenance;  painting  and/or  sealing of the  exterior 
common  areas;  wages,  salaries,  fringe  benefits and other labor costs of all 
persons  engaged for the operation,  maintenance and repair of the Land, and the 
payroll taxes and workers'  compensation for such persons;  rentals of machinery 
and equipment  used in the operation and  maintenance of the Land; and any other 
cost or  expense,  which,  in  accordance  with  generally  accepted  accounting 
principles  and the standard  management  practices,  would be  considered as an 
expense of operating, managing, maintaining or repairing the Land. 
 
               (ab) Lease Year:  the twelve (12) month period  commencing on the 
                    ---------- 
Commencement Date and expiring on the day immediately  preceding the first (1st) 
anniversary of the Commencement Date, inclusive, and each succeeding twelve (12) 
month period during the Term;  provided,  however, if the Commencement Date is a 
day other than the first (1st) day of a calendar month, then the last Lease Year 
shall include the period from the  anniversary of the  Commencement  Date to and 
including the Termination Date. 
 
               (ac)  Legal  Requirements:   all  statutes,   codes,  ordinances, 
                     ------------------- 
regulations,  rules,  orders,  directives and  requirements of any  governmental 
entity, authority, agency and/or department,  which now or at any time hereafter 
may be applicable to the 
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Premises or any part thereof,  including, but not limited to, all Environmental 
Laws. 
 
               (ad) LESSEE:  the party defined as such in the first paragraph of 
                    ------ 
this Lease. 
 
               (ae) LESSEE'S Notice: defined in Section 16.2. 
                    --------------- 
 
               (af)  LESSEE'S  Proportionate  Share:  for all  purposes  of this 
                     ------------------------------ 
Lease,  it is agreed to be 1.43%;  provided,  however,  that after the  Adjacent 
Space Commencement Date, it shall be 1.75%. 
 
               (ag) LESSEE'S  Visitors:  LESSEE'S agents,  servants,  employees, 
                    ------------------ 
subtenants,  contractors,  invitees,  licensees and all other persons invited by 
LESSEE into the Demised Premises as guests or doing lawful business with LESSEE. 
 
               (ah) LESSOR:  the party defined as such in the first paragraph of 
                    ------ 
this  Lease,  including  at any time  after the date  hereof,  the then owner of 
LESSOR'S interest in the Premises. 
 
               (ai)  LESSOR'S  Estimated  Insurance  Costs:  defined  in Section 
                     ------------------------------------- 
 
14.2(c). 
 
               (aj) LESSOR'S Estimated  Operating  Expenses:  defined in Section 
                    --------------------------------------- 
5.2. 
 
               (ak)  LESSOR'S  Expense   Statement:   defined  in  Section  5.2. 
                     ----------------------------- 
 
               (al)  LESSOR'S  Insurance  Costs:  defined  in  Section  14.2(a). 
                     -------------------------- 
 
               (am) LESSOR'S  Insurance  Statement:  defined in Section 14.2(c). 
                    ------------------------------ 
 
               (an) LESSOR'S Operating  Expenses:  the sum of (i) those costs or 
                    ---------------------------- 
expenses paid or incurred by LESSOR in connection with the ownership, operation, 
management,  maintenance and repair of the Building,  including, but not limited 
to, the cost of sewer meter  charges;  water;  window  cleaning;  exterminating; 
maintenance,  repair and replacement of utility systems; maintenance and repairs 
of any kind for which LESSOR is not  reimbursed;  painting and/or sealing of the 
exterior of the Building;  management fees;  maintenance and service agreements; 
security  services  and/or  alarm and fire  protection  systems  and  equipment; 
janitorial services; 
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elevator service (if provided); wages, salaries, fringe benefits and other labor 
costs of all persons engaged by LESSOR for the operation, maintenance and repair 
of the Building; payroll taxes and workers' compensation for such persons; legal 
and accounting  expenses (except legal expenses  incurred in preparing leases or 
enforcing  the  terms of  leases);  licenses,  permits  and  other  governmental 
charges;   rentals  of  machinery  and  equipment  used  in  the  operation  and 
maintenance of the Building; and any other expense or cost, which, in accordance 
with  generally  accepted  accounting  principles  and the  standard  management 
practices  for buildings  comparable to the Building,  would be considered as an 
expense of operating,  managing, maintaining or repairing the Building; and (ii) 
the  Building's  Complex  Percentage  of Land  Expenses.  Excluded from LESSOR'S 
Operating Expenses are Taxes;  LESSOR'S Insurance Costs;  Utility Costs; capital 
improvement  costs;  costs  reimbursed  by  insurance;  the  cost of any work or 
service  performed  by LESSOR for LESSEE or for any other tenant of the Building 
to the extent  such work or service is not  required  by this Lease or the lease 
for such other tenant,  whichever the case may be,  regardless of whether LESSEE 
or  such  other  tenant  reimburses  LESSOR;  the  cost of any  work or  service 
performed by LESSOR for any tenant of the Building pursuant to the terms of said 
tenant's  lease to the  extent  such work or service is in excess of the work or 
service  which  LESSOR is  obligated  to  perform  under  this  Lease;  costs in 
connection with preparing  space for a new tenant;  advertising  expenses;  real 
estate brokers' commissions;  franchise,  transfer, inheritance or capital stock 
taxes or other  taxes  imposed  upon or  measured  by the  income or  profits of 
LESSOR;  and  administrative  wages  and  salaries  or  any  other  general  and 
administrative  overhead  of  LESSOR.  All  accounting  for  LESSOR'S  Operating 
Expenses  shall be on the accrual  basis.  In the event that, at any time during 
the Term,  the Building is not fully  leased and  occupied by tenants,  LESSOR'S 
Operating  Expenses  shall be projected as if the Building  were 95% occupied at 
all times. 
 
               (ao) LESSOR'S Tax Statement: defined in Section 4.2. 
                    ---------------------- 
 
               (ap) LESSOR'S Utility Statement: defined in Section 6.2. 
                    -------------------------- 
 
               (aq) Lien: any mortgage,  pledge,  lien,  charge,  encumbrance or 
                    ---- 
security   interest  of  any  kind,   including   any  inchoate   mechanic's  or 
materialmen's lien. 
 
               (ar) Major Work: defined in Section 7.5(b). 
                    ---------- 
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               (as) Monthly Expense Payment: defined in Section 5.3. 
                    ----------------------- 
 
               (at) Monthly Insurance Payment: defined in Section 14.2(d). 
                    ------------------------- 
 
               (au) Monthly Tax Payment: defined in Section 4.3. 
                    ------------------- 
 
               (av) Net Award:  any  insurance  proceeds or  condemnation  award 
                    --------- 
payable in connection with any damage,  destruction or Taking, less any expenses 
incurred by LESSOR in recovering such amount. 
 
               (aw) Net Rental Proceeds:  in the case of a sublease,  the amount 
                    ------------------- 
by which the aggregate of all rents,  additional charges or other  consideration 
payable under a sublease to LESSEE by the subtenant (including sums paid for the 
sale  or  rental  of  LESSEE'S  fixtures,  leasehold  improvements,   equipment, 
furniture or other personal property) exceeds the sum of (i) the Basic Rent plus 
all amounts payable by LESSEE pursuant to the provisions  hereof during the term 
of the sublease in respect of the subleased space, (ii) brokerage commissions at 
prevailing  rates due and owing to a real  estate  brokerage  firm,  (iii) other 
customary  and  reasonable  costs  incurred  by  LESSEE in  connection  with the 
subleasing,  and  (iv) the then net  unamortized  or  undepreciated  cost of the 
fixtures,  leasehold  improvements,   equipment,  furniture  or  other  personal 
property  included  in the  subletting;  and in the case of an  assignment,  the 
amount by which all sums and other considerations paid to LESSEE by the assignee 
of this Lease for or by reason of such  assignment  (including sums paid for the 
sale of LESSEE'S fixtures, leasehold improvements, equipment, furniture or other 
personal  property)  exceeds the sum of (i) brokerage  commissions at prevailing 
rates due and owing to a real estate  brokerage  firm,  (ii) other customary and 
reasonable costs incurred by LESSEE in connection with the assignment, and (iii) 
the  then net  unamortized  or  undepreciated  cost of the  fixtures,  leasehold 
improvements,  equipment,  furniture  or  other  personal  property  sold to the 
assignee. 
 
               (ax) New Space: defined in Section 29.4(a). 
                    --------- 
 
               (ay) Option Period: defined in Section 2.5(a). 
                    ------------- 
 
               (az) Premises: defined in the Preliminary Statement. 
                    -------- 
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               (ba) Prime  Rate:  the prime  commercial  lending  rate  publicly 
                    ----------- 
announced from time to time by Citibank N.A. 
 
               (bb) Projected Taxes: defined in Section 4.2. 
                    --------------- 
 
               (bc) Recapture Notice: defined in Section 16.5(a). 
                    ---------------- 
 
               (bd) Recapture Space: defined in Section 16.5(a). 
                    --------------- 
 
               (be) Restoration:  the restoration,  replacement or rebuilding of 
                    ----------- 
the  Building  or any  portion  thereof as nearly as  practicable  to its value, 
condition and character immediately prior to any damage, destruction or Taking. 
 
               (bf) Rules and Regulations:  shall mean the rules and regulations 
                    --------------------- 
set forth in  Schedule  F, as same may be amended  from time to time as provided 
herein. 
 
               (bg) Taking: a taking of all or any part of the Premises,  or any 
                     ----- 
interest therein or right accruing thereto,  as the result of, or in lieu of, or 
in anticipation  of, the exercise of the right of condemnation or eminent domain 
pursuant  to any  law,  general  or  special,  or by  reason  of  the  temporary 
requisition of the use or occupancy of the Premises or any part thereof,  by any 
governmental authority, civil or military. 
 
               (bh) Taxes: all real estate taxes and assessments or substitutes 
                    ---- 
therefor   (including,   without   limitation,   amounts   payable   under   any 
"payment-in-lieu  agreement" (as hereinafter  defined)) or supplements  thereto, 
upon,  applicable,  attributable  or assessed  against the  Premises or any part 
thereof.  If and to the extent that due to a change in the method of taxation or 
assessment any franchise,  capital stock, capital, rent, income, profit or other 
tax or charge shall be substituted by the  applicable  taxing  authority for the 
Taxes now or  hereafter  imposed  upon the  Premises or any part  thereof,  such 
franchise,  capital stock, capital,  rent, income, profit or other tax or charge 
shall be deemed included in the term "Taxes", provided, however, that the amount 
of such tax, assessment,  levy, imposition,  charge or fee deemed to be included 
in the term "Taxes" shall be determined as if the Premises was the only asset of 
LESSOR and as if the rent received therefrom were the only income of LESSOR. The 
term "payment-in-lieu  agreement",  as used herein, means any agreement pursuant 
to which,  inter  alia,  payments  are made in lieu of all or any portion of the 
real estate taxes which would otherwise be assessed  against the Premises or any 
part thereof.  LESSEE hereby 
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acknowledges  and agrees that (i) LESSOR shall have no  obligation to enter into 
any  payment-in-lieu   agreement,  and  (ii)  if  LESSOR  elects,  in  its  sole 
discretion,  to enter into any payment-in-lieu  agreement,  LESSOR shall have no 
obligation  to keep the  agreement in effect,  it being  understood  that LESSOR 
shall have the right,  in its sole  discretion,  at any time,  to  terminate  or 
otherwise discontinue any such payment-in-lieu agreement. 
 
               (bi) Term: defined in Section 2.2. 
                    ---- 
 
               (bj)  Termination  Date: the day immediately  preceding the fifth 
                     ----------------- 
(5th) anniversary of the Commencement  Date, or such earlier date upon which the 
Term may expire or be terminated pursuant to any of the conditions of this Lease 
or pursuant to law. 
 
               (bk)   Underlying   Encumbrance:   defined   in   Section   23.1. 
                      ------------------------ 
 
               (bl)  Utility  Costs:   the  sum  of  (i)  all  costs  (including 
                     -------------- 
surcharges  and  adjustments)  paid or  incurred  by LESSOR  for fuel,  electric 
service  and gas service for the  Building  (including,  but not limited to, all 
leased  and  leaseable   areas,   interior  common  areas  and  Building  common 
facilities);  and (ii) the Building's Complex Percentage of all costs (including 
surcharges  and  adjustments)  paid or incurred  by, or charged  to,  LESSOR for 
electric  service  for the Land  (excluding  any  electric  service to any other 
building or buildings as may, from time to time, be located on the Land). 
 
               (bm) Utility Increase: defined in Section 6.2. 
                    ---------------- 
 
               (bn) Utility Payment: defined in Section 6.2. 
                    --------------- 
 
                                  ARTICLE 2 
                                  --------- 
 
                                 DEMISE; TERM 
                                 ------------ 
 
          2.1 LESSOR,  for and in  consideration  of the  covenants  hereinafter 
contained  and made on the part of the LESSEE,  does hereby  demise and lease to 
LESSEE, and LESSEE does hereby hire from LESSOR, the Demised Premises,  together 
with the  non-exclusive  right to use the portions of the Premises  intended for 
common use, subject, however, to the terms and conditions of this Lease. 
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          2.2 (a) The term (the  "Term") of this  Lease  shall  commence  on the 
Commencement Date and shall end on the Termination Date. 
 
               (b) The "Commencement  Date" shall be deemed to be the earlier to 
occur of (i) the date on which  LESSEE takes  occupancy of the Demised  Premises 
for the purposes of conducting its business or (ii) the date of LESSOR'S  notice 
to LESSEE  that the Finish  Work (as  defined in  Schedule D annexed  hereto) is 
substantially  completed  in  accordance  with the Final  Plans (as  defined  in 
Schedule D). 
 
               (c) As used herein,  the phrase  "substantially  completed" shall 
mean that (i) the Finish Work has been  completed in  accordance  with the Final 
Plans,  other  than (x)  details  of  construction,  decoration  and  mechanical 
adjustments  which are minor in character and the  non-completion  of which will 
not unreasonably  interfere with LESSEE'S use of the Demised  Premises,  and (y) 
any part of the  Finish  Work  which is not  completed  due solely to any act or 
omission of LESSEE or LESSEE'S  Visitors;  and (ii) LESSOR has  obtained a valid 
temporary or permanent  certificate  of occupancy  for the Demised  Premises or, 
alternatively,  LESSOR has completed all Finish Work necessary to entitle LESSOR 
to the issuance of a temporary or permanent  certificate of occupancy other than 
any Finish  Work which is not  completed  due solely to any act or  omission  of 
LESSEE or LESSEE'S  Visitors.  If the occurrence of any condition  listed in the 
immediately  preceding  sentence  shall be delayed due to any act or omission of 
any nature by LESSEE or LESSEE'S Visitors, including, but not limited to, delays 
due to changes in or additions to the Finish Work requested by LESSEE, delays in 
submission of  information  or  estimates,  delays in giving  authorizations  or 
approvals,  or delays  due to the  postponement  of any work at the  request  of 
LESSEE,  then the Commencement  Date shall be accelerated by a time period equal 
to the number of days of delay so caused by LESSEE or LESSEE'S Visitors. 
 
               (d) LESSEE  acknowledges  and agrees that neither  LESSOR nor any 
employee,  agent or  representative  of LESSOR  has made any  express or implied 
representations  or  warranties  with respect to the  physical  condition of the 
Demised  Premises,  the fitness or quality  thereof or any other matter or thing 
whatsoever with respect to the Demised Premises or any portion thereof, and that 
LESSEE is not relying upon any such  representation or warranty in entering into 
this  Lease.  Supplementing  the  foregoing,  LESSEE  agrees  further  to accept 
possession  of the Demised  Premises in its "AS IS"  condition as of the date of 
this 
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Lease, except for the Finish Work which LESSOR has agreed to complete and latent 
defects. 
 
          2.3 LESSEE,  by  entering  into  occupancy  of any part of the Demised 
Premises, shall be conclusively deemed to have agreed that LESSOR up to the time 
of such occupancy had performed all of its obligations hereunder with respect to 
such part and that such  part,  except  for (a)  latent  defects,  and (b) minor 
details of construction, decoration and mechanical adjustment referred to above, 
was in satisfactory  condition as of the date of such  occupancy,  unless within 
fifteen (15) days after such date LESSEE shall give notice to LESSOR  specifying 
the respects in which the same was not in such condition. 
 
          2.4 When the Commencement  Date occurs,  LESSOR and LESSEE shall enter 
into an agreement  memorializing  the Commencement and Termination Dates of this 
Lease. 
 
          2.5 (a) Subject to the  provisions of this Section 2.5,  LESSOR hereby 
grants to LESSEE  the right to extend the Term for a five (5) year  period  from 
the fifth (5th)  anniversary  of the  Commencement  Date to the day  immediately 
preceding the tenth (10TH) anniversary of the Commencement Date,  inclusive (the 
"Option Period"). 
 
               (b) Provided (x) LESSEE is not in default  under this Lease as of 
the exercise of its extension right or as of the day preceding the  commencement 
of the Option  Period,  (ii) LESSEE has not assigned this Lease or sublet all or 
any portion of the Demised  Premises and (iii)  LESSEE is  occupying  the entire 
Demised  Premises,  then LESSEE  shall have the right to extend the Term for the 
Option  Period by notice  given to LESSOR at least nine (9) months  prior to the 
expiration of the original Term; LESSEE  acknowledges and agrees that time is of 
the essence with respect to the giving of such notices.  If LESSEE exercises its 
extension right,  then all of the terms and conditions of this Lease shall apply 
during  the  Option  Period,  except  that the Basic  Rent  shall be  determined 
pursuant to the  provisions  of Section II of  Schedule  B, LESSOR  shall not be 
obligated to perform any work to the Demised Premises or to give LESSEE any work 
allowance,  LESSEE  shall  accept  the  Demised  Premises  in its  then  "AS IS" 
condition,  and LESSEE  shall not have any right to extend  the Term  beyond the 
expiration of the Option Period. 
 
               (c) The rights  granted  to LESSEE  under  this  Section  2.5 are 
personal to Senesco  Technologies,  Inc., and they cannot be assigned separately 
from this Lease or in connection 
 
 
                                       11 



 
 
 
with an  assignment  of this  Lease,  except in  connection  with an  assignment 
pursuant to Section 16.15. 
 
          2.6 (a)  LESSOR  and  LESSEE  hereby  acknowledge  and agree  that the 
Adjacent  Space is presently  leased to another  tenant of the  Building,  which 
lease (the "Adjacent Space Lease") expires on August 1, 2001.  LESSOR and LESSEE 
further acknowledge and agree that the Adjacent Space Lease may be terminated by 
LESSOR and such tenant prior to August 1, 2001; provided,  however,  that LESSOR 
shall not be liable to LESSEE for any loss,  cost,  damage or  liability  of any 
kind in the event  that the  Adjacent  Space  Lease is not  terminated  prior to 
August 1, 2001 or LESSOR is unable to deliver the Adjacent  Space for any reason 
whatsoever at any time prior to the termination of this Lease. 
 
               (b) As soon as reasonably practicable, LESSOR shall notify LESSEE 
of the date upon which the Adjacent  Space Lease shall  terminate (the "Adjacent 
Space Termination  Date"). As soon as reasonably  practicable after the Adjacent 
Space  Termination  Date,  LESSOR  shall  perform  the  Adjacent  Space  Work in 
accordance  with the terms of  Schedule D. LESSOR  shall have no  obligation  to 
perform  the  Adjacent  Space  Work  until  after the  Adjacent  Space  Lease is 
terminated and such space is vacated by the present tenant. 
 
               (c) Commencing on the Adjacent Space  Commencement  Date,  LESSEE 
shall lease from LESSOR the  Adjacent  Space,  and the term  "Demised  Premises" 
shall  include the Adjacent  Space,  subject to all the terms and  conditions of 
this Lease. 
 
               (d) The "Adjacent Space  Commencement Date" shall be deemed to be 
the earlier of the (i) date on which  LESSEE  takes  occupancy  of the  Adjacent 
Space;  or (ii) the date of LESSOR'S  notice to LESSEE that the  Adjacent  Space 
Work is  substantially  completed  (as defined in Section  2.2(e)) in accordance 
with the Adjacent Space Work Plans (as defined in Schedule D). 
 
               (e) As used herein,  the phrase  "substantially  completed" shall 
mean that (i) the Adjacent Space Work has been completed in accordance  with the 
Adjacent Space Work Plans,  other than (x) details of  construction,  decoration 
and mechanical  adjustments which are minor in character and the  non-completion 
of which will not  unreasonably  interfere  with  LESSEE'S  use of the  Adjacent 
Space,  and (y) any part of the Adjacent  Space Work which is not  completed due 
solely to any act or omission of LESSEE or  LESSEE'S  Visitors;  and (ii) LESSOR 
has obtained a valid  temporary or permanent  certificate  of occupancy  for the 
Adjacent Space or, 
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alternatively, LESSOR has completed all Adjacent Space Work necessary to entitle 
LESSOR to the  issuance of a temporary  or  permanent  certificate  of occupancy 
other than any Adjacent  Space Work which is not completed due solely to any act 
or omission of LESSEE or LESSEE'S  Visitors.  If the occurrence of any condition 
listed in the immediately  preceding sentence shall be delayed due to any act or 
omission  of any  nature by  LESSEE or  LESSEE'S  Visitors,  including,  but not 
limited to,  delays due to changes in or additions  to the  Adjacent  Space Work 
requested by LESSEE, delays in submission of information or estimates, delays in 
giving  authorizations  or approvals,  or delays due to the  postponement of any 
work at the request of LESSEE,  then the Adjacent Space  Commencement Date shall 
be  accelerated  by a time period equal to the number of days of delay so caused 
by LESSEE or LESSEE'S Visitors. 
 
                                  ARTICLE 3 
                                  --------- 
 
                         BASIC RENT; ADDITIONAL RENT 
                         --------------------------- 
 
          3.1 LESSEE shall pay rent ("Basic  Rent") to LESSOR during the Term in 
the  amounts  and at the times  provided  in  Schedule B in lawful  money of the 
United States of America,  except as expressly  provided in the next  succeeding 
sentence.  In the event the  Commencement  Date shall be other than a Basic Rent 
Payment Date,  the Basic Rent and  Additional  Rent payable  hereunder  shall be 
prorated for the initial  fractional  month of the Term;  such prorated  amount, 
together with the first full monthly  installment  of Basic Rent and  Additional 
Rent due for the next succeeding  calendar month, shall be paid to LESSOR on the 
Commencement Date. 
 
          3.2 In addition to the Basic Rent,  LESSEE will pay and discharge when 
due, as additional rent ("Additional Rent"), all other amounts,  liabilities and 
obligations  which  LESSEE  herein  agrees to pay to LESSOR,  together  with all 
interest,  penalties and costs which may be added thereto  pursuant to the terms 
of this Lease;  each such amount,  liability and  obligation,  together with any 
interest,   penalty  and/or  cost  thereon,  shall  be  deemed  Additional  Rent 
regardless of whether it is specifically  referred to as Additional Rent in this 
Lease.  LESSOR shall have all the rights,  powers and  remedies  provided for in 
this Lease or at law or in equity or  otherwise  for  failure to pay  Additional 
Rent as are available for nonpayment of Basic Rent. 
 
          3.3 If any  installment  of Basic Rent or Additional  Rent is not paid 
when due,  LESSEE  shall pay to LESSOR on demand,  as  Additional  Rent,  a late 
charge  equal to four  percent  (4%) of the 
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amount unpaid.  In addition,  any  installment or  installments of Basic Rent or 
Additional Rent accruing hereunder which are not paid within ten (10) days after 
the date when  due,  shall  bear  interest  at the Prime  Rate from the due date 
thereof until the date of payment,  which  interest  shall be deemed  Additional 
Rent hereunder and shall be payable upon demand by LESSOR. 
 
          3.4 LESSEE will contract for and pay all charges for telecommunication 
services at any time  rendered  or used on or about the Demised  Premises to the 
company  providing  the same before any interest or penalty may be added thereto 
and will furnish to LESSOR,  upon request,  satisfactory  proof  evidencing such 
payment. 
 
          3.5 Except as herein  provided,  LESSEE hereby covenants and agrees to 
pay to LESSOR during the Term,  at LESSOR'S  address for notices  hereunder,  or 
such other place as LESSOR may from time to time designate,  without any offset, 
set-off, counterclaim,  deduction, defense, abatement,  suspension, deferment or 
diminution  of any kind (i) the  Basic  Rent,  without  notice or  demand,  (ii) 
Additional Rent and (iii) all other sums payable by LESSEE hereunder.  Except as 
otherwise expressly provided herein,  this Lease shall not terminate,  nor shall 
LESSEE  have any right to  terminate  or avoid this Lease or be  entitled to the 
abatement of any Basic Rent,  Additional Rent or other sums payable hereunder or 
any reduction  thereof,  nor shall the  obligations  and  liabilities  of LESSEE 
hereunder  be in any way  affected  for any reason.  The  obligations  of LESSEE 
hereunder shall be separate and independent covenants and agreements. 
 
                                  ARTICLE 4 
                                  --------- 
 
                              REAL ESTATE TAXES 
                              ----------------- 
 
          4.1  LESSEE  shall  pay  to  LESSOR,  as  Additional  Rent,   LESSEE'S 
Proportionate  Share of the  amount by which the  Taxes  for any  calendar  year 
during the Term exceeds the Base Taxes;  provided,  however, that if any special 
assessments  may be payable in  installments,  LESSOR may elect to pay same over 
the longest period allowed by law. LESSEE'S Proportionate Share of the Taxes for 
less than a calendar year shall be prorated and apportioned. 
 
          4.2 On or about  January 1, 2002,  and  thereafter  within ninety (90) 
days following the first day of each  succeeding  calendar year within the Term, 
LESSOR  shall  determine  or  estimate  the  amount  by which  the Taxes for the 
calendar year in question will exceed the Base Taxes (the "Projected Taxes") and 
shall 
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submit  such  information  to  LESSEE  in a  written  statement  ("LESSOR'S  Tax 
Statement"). 
 
          4.3  Commencing  on the first Basic Rent  Payment Date  following  the 
submission  of any LESSOR'S Tax  Statement  and  continuing  thereafter  on each 
successive  Basic Rent Payment Date until LESSOR  renders the next  LESSOR'S Tax 
Statement, LESSEE shall pay to LESSOR on account of its obligation under Section 
4.1 of this Lease, a sum (the "Monthly Tax Payment") equal to one-twelfth (1/12) 
of LESSEE'S  Proportionate  Share of the Projected Taxes for such calendar year. 
LESSEE'S first Monthly Tax Payment after receipt of LESSOR'S Tax Statement shall 
be accompanied by the payment of an amount equal to the product of the number of 
full months,  if any, within the calendar year which shall have elapsed prior to 
such first  Monthly  Tax  Payment,  times the  Monthly  Tax  Payment;  minus any 
Additional  Rent  already  paid by LESSEE on  account  of its  obligation  under 
Section 4.1 of this Lease for such calendar year. 
 
          4.4 Each LESSOR'S Tax Statement  shall  reconcile the payments made by 
LESSEE   pursuant  to  the  preceding   LESSOR'S  Tax  Statement  with  LESSEE'S 
Proportionate  Share of the actual Taxes imposed for the period covered thereby. 
Any balance due to LESSOR shall be paid by LESSEE  within thirty (30) days after 
LESSEE'S  receipt of LESSOR'S Tax Statement;  any surplus due to LESSEE shall be 
applied by LESSOR against the next accruing monthly installment(s) of Additional 
Rent due under this  Article.  If the Term has  expired or has been  terminated, 
LESSEE  shall pay the  balance  due to LESSOR or,  alternatively,  LESSOR  shall 
refund the surplus to LESSEE, whichever the case may be, within thirty (30) days 
after LESSEE'S receipt of LESSOR'S Tax Statement; provided, however, if the Term 
shall have been terminated as a result of a default by LESSEE, then LESSOR shall 
have the right to retain such surplus to the extent LESSEE owes LESSOR any Basic 
Rent or Additional Rent. 
 
          4.5 (a) If LESSOR  shall  receive  any refund of Taxes in respect of a 
calendar year and if LESSEE shall have paid  Additional  Rent based on the Taxes 
for that calendar  year,  LESSOR shall deduct from such tax refund any expenses, 
including,  but not limited to, attorney's fees and appraisal fees,  incurred in 
obtaining such tax refund,  and out of the remaining balance of such tax refund, 
LESSOR shall credit LESSEE'S Proportionate Share of such refund against the next 
accruing monthly  installments(s)  of Additional Rent, or if the Term shall have 
expired, LESSEE'S Proportionate Share of such refund shall be refunded to LESSEE 
within thirty (30) days after receipt thereof by LESSOR; provided, 
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however,  (i) if the Term shall have expired as a result of a default by LESSEE, 
LESSOR shall have the right to retain LESSEE'S Proportionate Share of the refund 
to the extent  LESSEE owes LESSOR any Basic Rent or  Additional  Rent,  and (ii) 
LESSEE'S  Proportionate  Share of such  refund  shall not  exceed  the amount of 
Additional Rent actually paid by LESSEE on account of the Taxes for the calendar 
year in question.  Any expenses incurred by LESSOR in contesting the validity or 
the amount of the assessed valuation of the Premises or any Taxes, to the extent 
not offset by a tax  refund,  shall be  included as an item of Taxes for the tax 
year in which  such  contest  shall be  finally  determined  for the  purpose of 
computing the Additional Rent due LESSOR or any credit due to LESSEE hereunder. 
 
               (b)  Notwithstanding  anything to the contrary  contained in this 
Lease,  LESSEE shall not have the right to contest or appeal the validity of any 
Taxes or the amount of the assessed valuation of the Premises. 
 
          4.6 While proceedings for the reduction in assessed  valuation for any 
year are pending, the computation and payment of LESSEE'S Proportionate Share of 
Taxes shall be based upon the original assessments for such year. 
 
          4.7 LESSEE shall also pay to LESSOR,  as Additional Rent, upon demand, 
the amount of all increases in Taxes and/or all assessments or impositions made, 
levied or assessed  against or imposed  upon the  Premises  or any part  thereof 
which are  attributable to additions or improvements in, on or about the Demised 
Premises  made by or on behalf of LESSEE or which in whole or in part  belong to 
LESSEE. 
 
          4.8 In no event shall any  adjustment  in LESSEE'S  obligation  to pay 
Additional  Rent  under this  Article 4 result in a  decrease  in the Basic Rent 
payable  hereunder.  LESSEE'S  obligation to pay  Additional  Rent, and LESSOR'S 
obligation  to credit  and/or  refund  to LESSEE  any  amount,  pursuant  to the 
provisions of this Article 4, shall survive the Termination Date. 
 
          4.9 The  provisions  of  Section  29.3  shall  apply to  LESSOR'S  Tax 
Statement. 
 
                                  ARTICLE 5 
                                  --------- 
 
                              OPERATING EXPENSES 
                              ------------------ 
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          5.1  LESSEE  shall  pay  to  LESSOR,  as  Additional  Rent,   LESSEE'S 
Proportionate  Share of the amount by which LESSOR'S  Operating Expenses for any 
calendar  year during the Term  exceeds the Base  Operating  Expenses.  LESSEE'S 
Proportionate Share of LESSOR'S Operating Expenses for less than a calendar year 
shall be prorated and apportioned. 
 
          5.2 On or about  January 1, 2002,  and  thereafter  within ninety (90) 
days following the first day of each  succeeding  calendar year within the Term, 
LESSOR  shall  determine  or  estimate  the amount by which  LESSOR'S  Operating 
Expenses  for the  calendar  year in  question  will  exceed the Base  Operating 
Expenses  ("LESSOR'S  Estimated  Operating  Expenses")  and  shall  submit  such 
information to LESSEE in a written statement ("LESSOR'S Expense Statement"). 
 
          5.3  Commencing  on the first Basic Rent  Payment Date  following  the 
submission of any LESSOR'S Expense  Statement and continuing  thereafter on each 
successive  Basic Rent  Payment  Date until  LESSOR  renders  the next  LESSOR'S 
Expense Statement, LESSEE shall pay to LESSOR on account of its obligation under 
Section  5.1 of this  Lease,  a sum (the  "Monthly  Expense  Payment")  equal to 
one-twelfth  (1/12)  of  LESSEE'S  Proportionate  Share  of  LESSOR'S  Estimated 
Operating  Expenses for such  calendar  year.  LESSEE'S  first  Monthly  Expense 
Payment after receipt of LESSOR'S Expense  Statement shall be accompanied by the 
payment of an amount equal to the product of the number of full months,  if any, 
within the calendar  year which shall have elapsed  prior to such first  Monthly 
Expense Payment,  times the Monthly Expense  Payment;  minus any Additional Rent 
already paid by LESSEE on account of its  obligation  under  Section 5.1 of this 
Lease for such calendar year. 
 
          5.4 Each LESSOR'S Expense  Statement shall reconcile the payments made 
by LESSEE  pursuant to the preceding  LESSOR'S  Expense  Statement with LESSEE'S 
Proportionate  Share of  LESSOR'S  Operating  Expenses  for the  period  covered 
thereby.  Any balance due to LESSOR shall be paid by LESSEE  within  thirty (30) 
days after LESSEE'S  receipt of LESSOR'S Expense  Statement;  any surplus due to 
LESSEE  shall  be  applied  by  LESSOR   against  the  next   accruing   monthly 
installment(s)  of  Additional  Rent due  under  this  Article.  If the Term has 
expired or has been  terminated,  LESSEE shall pay the balance due to LESSOR or, 
alternatively, LESSOR shall refund the surplus to LESSEE, whichever the case may 
be,  within  thirty  (30)  days  after  LESSEE'S  receipt  of  LESSOR'S  Expense 
Statement; provided, however, if the Term shall have been terminated as a result 
of a default by LESSEE,  then LESSOR shall have the right to 
 
 
                                       17 



 
 
retain  such  surplus  to the  extent  LESSEE  owes  LESSOR  any  Basic  Rent or 
Additional Rent. 
 
          5.5  LESSEE or its  representative  shall  have the  right to  examine 
LESSOR'S  books and  records  with  respect to the  reconciliation  of  LESSOR'S 
Operating  Expenses for the prior  calendar  year set forth in LESSOR'S  Expense 
Statement  during  normal  business  hours at any time  within  thirty (30) days 
following the delivery by LESSOR to LESSEE of such LESSOR'S  Expense  Statement. 
Unless LESSEE shall give LESSOR a notice  objecting to said  reconciliation  and 
specifying the respects in which said  reconciliation is claimed to be incorrect 
within  fifteen (15) days after its  examination  of LESSOR'S books and records, 
said  reconciliation  shall be  considered  as final  and  accepted  by  LESSEE. 
Notwithstanding anything to the contrary contained in this Article, LESSEE shall 
not be  permitted  to examine  LESSOR'S  books and  records  or to dispute  said 
reconciliation  unless  LESSEE  has paid to LESSOR  the  amount  due as shown on 
LESSOR'S  Expense  Statement;  said  payment is a  condition  precedent  to said 
examination and/or dispute. 
 
          5.6 In no event shall any  adjustment  in LESSEE'S  obligation  to pay 
Additional  Rent  under this  Article 5 result in a  decrease  in the Basic Rent 
payable  hereunder.  LESSEE'S  obligation to pay  Additional  Rent, and LESSOR'S 
obligation  to credit  and/or  refund  to LESSEE  any  amount,  pursuant  to the 
provisions of this Article 5, shall survive the Termination Date. 
 
          5.7 If any tenant in the Building for any reason shall not be provided 
all services generally provided by LESSOR to other tenants of the Building, then 
for  purposes  of  determining  LESSOR'S  Operating  Expenses,   Landlord  shall 
reasonably  estimate what LESSOR'S  Operating  Expenses would have been had such 
service been provided to all tenants. 
 
          5.8 LESSEE shall also pay to LESSOR,  as Additional Rent, upon demand, 
the amount of any increase in LESSOR'S  Operating Expenses which is attributable 
to  LESSEE'S  use  or  manner  of use of the  Demised  Premises,  to  activities 
conducted  on or about the Demised  Premises by LESSEE or on behalf of LESSEE or 
to any additions, improvements or alterations to the Demised Premises made by or 
on behalf of LESSEE. 
 
          5.9 The  provisions  of Section  29.3 shall apply to LESSOR'S  Expense 
Statement. 
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                                  ARTICLE 6 
                                  --------- 
 
                                UTILITY COSTS 
                                ------------- 
 
          6.1  LESSEE  shall  pay  to  LESSOR,  as  Additional  Rent,   LESSEE'S 
Proportionate  Share of the amount by which the Utility Costs for any Lease Year 
during the Term exceeds the Base Utility Costs. LESSEE'S  Proportionate Share of 
the Utility Costs for less than a Lease Year shall be prorated and apportioned. 
 
          6.2 If, at any time after the date of this Lease, there is an increase 
in  the  Utility  Costs  over  the  Base  Utility  Costs  (such  increase  being 
hereinafter  referred to as the  "Utility  Increase"),  then LESSOR shall submit 
such  information  to  LESSEE  in  a  written   statement   ("LESSOR'S   Utility 
Statement").  Commencing  on the first Basic Rent  Payment  Date  following  the 
submission of any LESSOR'S Utility  Statement and continuing  thereafter on each 
successive  Basic Rent  Payment  Date until  LESSOR  renders  the next  LESSOR'S 
Utility Statement, LESSEE shall pay to LESSOR on account of its obligation under 
Section  6.1 of this  Lease,  a sum (the  "Utility  Payment")  equal to LESSEE'S 
Proportionate  Share of the Utility  Increase.  If LESSOR'S Utility Statement is 
submitted after the effective date of such Utility Increase, then LESSEE'S first 
Utility Payment after receipt of LESSOR'S Utility Statement shall be accompanied 
by the payment of an amount  equal to the product of the number of full  months, 
if any,  within the Lease Year which shall have elapsed  between the period from 
the  effective  date of the Utility  Increase and LESSEE'S  payment of the first 
Utility Payment after receipt of LESSOR'S Utility  Statement,  times the Utility 
Payment;  minus any  Additional  Rent  already  paid by LESSEE on account of its 
obligation under Section 6.1 of this Lease for such Lease Year. 
 
          6.3  In  connection  with  the  submission  of  any  LESSOR'S  Utility 
Statement,  LESSEE  shall  have the  right,  within  thirty  (30) days after its 
receipt of  LESSOR'S  Utility  Statement,  to request  from  LESSOR any  back-up 
statements  received by LESSOR from the applicable  utility company with respect 
to the Utility  Increase  shown on the LESSOR'S  Utility  Statement in question. 
LESSOR agrees to provide such  information to LESSEE within a reasonable  period 
of time after its receipt of LESSEE'S request.  Notwithstanding  anything to the 
contrary contained in this Article,  LESSEE shall not be entitled to the back-up 
statements or to dispute the Utility  Increase  unless LESSEE has paid to LESSOR 
the  amount  due as shown on  LESSOR'S  Utility  Statement;  said  payment  is a 
condition  precedent to LESSEE'S right to receive said back-up statements and/or 
to dispute the Utility Increase. 
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          6.4 In no event shall any  adjustment  in LESSEE'S  obligation  to pay 
Additional  Rent  under this  Article 6 result in a  decrease  in the Basic Rent 
payable  hereunder.  LESSEE'S  obligation to pay Additional Rent pursuant to the 
provisions of this Article 6 shall survive the Termination Date. 
 
          6.5 The  provisions  of Section  29.3 shall apply to LESSOR'S  Utility 
Statement. 
 
                                  ARTICLE 7 
                                  --------- 
 
                        MAINTENANCE, ALTERATIONS AND 
                     ADDITIONS; REMOVAL OF TRADE FIXTURES 
                     ------------------------------------ 
 
          7.1  LESSEE  agrees to keep the  Demised  Premises  in good  order and 
condition (except for ordinary wear and tear) and, except as provided in Section 
7.3,  will  make  all   non-structural   repairs,   alterations,   renewals  and 
replacements, ordinary and extraordinary, foreseen or unforeseen, and shall take 
such other action as may be necessary  or  appropriate  to keep and maintain the 
Demised  Premises in good order and condition.  LESSEE shall not be obligated to 
make any repairs, alterations,  renewals or replacements to any building systems 
to the extent any such  system does not serve the  Demised  Premises.  Except as 
expressly  provided in this Lease,  LESSOR  shall not be obligated in any way to 
maintain,  alter or repair the Demised  Premises.  Notice is hereby  given that, 
except with respect to repairs or restoration  undertaken by LESSOR, LESSOR will 
not be liable for any labor,  services or materials furnished or to be furnished 
to LESSEE, or to anyone holding the Demised Premises or any part thereof through 
or under  LESSEE,  and that no  mechanics'  or other liens for any such labor or 
materials  shall  attach  to or  affect  the  interest  of  LESSOR in and to the 
Premises. 
 
          7.2 LESSOR hereby  authorizes  LESSEE to assert all rights and claims, 
and to bring suits,  actions and  proceedings,  in LESSOR'S name or in either or 
both  LESSOR'S  and  LESSEE'S  name,  in  respect  of  any  and  all  contracts, 
manufacturer's  or supplier's  warranties or  undertakings,  express or implied, 
relating to any portion of the  Building  required to be  maintained,  repaired, 
altered, removed or replaced by LESSEE; provided, however, that LESSOR shall not 
be obligated to incur any cost in connection therewith. LESSOR hereby assigns to 
LESSEE all warranties and guaranties  received from suppliers or  subcontractors 
with respect to the Building. 
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          7.3 LESSOR shall make all repairs and  replacements to the foundation, 
the bearing walls,  the structural  columns and beams,  the exterior walls,  the 
exterior  windows  and the  roof of the  Building;  provided,  however,  if such 
repairs and  replacements are necessitated by the intentional acts or negligence 
of LESSEE or LESSEE'S Visitors, then LESSEE shall reimburse LESSOR, upon demand, 
for the reasonable  cost thereof.  The costs and expenses  incurred by LESSOR in 
connection  with such  repairs  and  replacements  shall be included in LESSOR'S 
Operating Expenses to the extent permitted by the terms of this Lease. 
 
          7.4 All  maintenance  and repair,  and each  addition,  improvement or 
alteration,  performed  by, on behalf of or for the  account  of LESSEE (a) must 
not,  individually  or in the  aggregate,  lessen the Fair  Market  Value of the 
Building or adversely affect the usefulness of the Building for use as an office 
building, (b) shall be completed expeditiously in a good and workmanlike manner, 
and in compliance  with all  applicable  Legal and Insurance  Requirements,  (c) 
shall be  completed  free and clear of all Liens and (d) shall be  performed  by 
contractors  approved by LESSOR to the extent such work involves any work to any 
electrical,  mechanical,  plumbing or other system of the Building,  any work to 
the outside of the Building, any work to the roof of the Building or any work to 
any structural element of the Building. 
 
          7.5 (a) If there is no default by LESSEE under this Lease, LESSEE may, 
upon prior notice to LESSOR and  submission  of plans and  specifications,  make 
interior,  non-structural additions,  improvements or alterations to the Demised 
Premises having an aggregate cost not to exceed  $5,000.00,  so long as the same 
do not  affect,  alter,  interfere  with  or  disrupt  any  of  the  electrical, 
mechanical,  plumbing or other system of the Building, do not affect the outside 
appearance  of the  Building,  do not  affect the roof of the  Building,  do not 
affect the ingress to or egress from the Demised  Premises and do not affect any 
structural element of the Building. 
 
          (b) LESSEE shall not make any addition,  improvement  or alteration of 
 
the Land or of the  Building.  In addition,  LESSEE shall not make any addition, 
improvement  or alteration of the Demised  Premises  having an aggregate cost in 
excess of $5,000.00, or affecting,  altering, interfering with or disrupting any 
electrical,  mechanical,  plumbing or other system of the Building, or affecting 
the outside appearance,  the roof, the ingress to or the egress from the Demised 
Premises  and/or any  structural  element of the  Building  (any such work being 
hereinafter  referred  to as "Major  Work"),  unless  LESSEE  submits  to 
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LESSOR detailed plans and specifications therefor and LESSOR approves such plans 
and  specifications  in writing  (which such approval  shall be at LESSOR'S sole 
discretion). If LESSOR approves such work, LESSOR may, at any time within twenty 
(20) days after such  approval,  submit to LESSEE a proposal to  undertake  such 
work at a specified fixed price. If the fixed price submitted by LESSOR is equal 
to or less than other  bids  received  by LESSEE  from  independent  contractors 
utilizing union labor, LESSEE shall, at the request of LESSOR,  engage LESSOR to 
undertake the Major Work in accordance with LESSOR'S  proposal and the plans and 
specifications  and at the price quoted by LESSOR.  If the fixed price submitted 
by LESSOR is more than other  responsible  fixed  price bids  received by LESSEE 
from said independent,  licensed contractors for the work shown on the plans and 
specifications approved by LESSOR, LESSEE shall deliver to LESSOR a photocopy of 
the lower bid which LESSEE  desires to accept,  certified by LESSEE to be a true 
and  complete  photocopy  of the  original  bid.  Within ten (10) days after the 
giving of such lower bid to LESSOR,  LESSOR  shall have the option to elect,  by 
notice to LESSEE  within said ten (10) day period,  to agree to perform the work 
contemplated by said plans and  specifications  for the fixed price set forth on 
said lower bid. In the event of such  election by LESSOR,  LESSEE  shall  engage 
LESSOR  to  undertake  the  Major  Work  in   accordance   with  the  plans  and 
specifications  and LESSOR'S proposal at the fixed price set forth on said lower 
bid. 
 
          7.6 (a) All  additions,  improvements  and  alterations to the Demised 
Premises shall,  upon  installation,  become the property of LESSOR and shall be 
deemed part of, and shall be  surrendered  with,  the Demised  Premises,  unless 
LESSOR,  by  notice  given to  LESSEE at least  thirty  (30)  days  prior to the 
Termination Date, elects to relinquish  LESSOR'S right thereto. If LESSOR elects 
to relinquish  LESSOR'S right to any such  addition,  improvement or alteration, 
LESSEE shall remove said addition,  improvement  or  alteration,  shall promptly 
repair any  damage to the  Demised  Premises  caused by said  removal  and shall 
restore the Demised Premises to the condition existing prior to the installation 
of said addition,  improvement or alteration;  all such work shall be done prior 
to the Termination Date. 
 
          (b) At any time  during  the  Term,  LESSEE  may  install  or place or 
reinstall or replace and remove from the Demised  Premises any trade  equipment, 
machinery and personal  property  belonging to LESSEE,  provided that (i) LESSEE 
shall repair all damage caused by such removal and (ii) LESSEE shall not install 
any  equipment,  machinery  or other items upon the roof of the Building or make 
any openings on or about such roof. Such 
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trade equipment,  machinery and personal  property shall not become the property 
of LESSOR. 
 
                                  ARTICLE 8 
                                  --------- 
 
                           USE OF DEMISED PREMISES 
                           ----------------------- 
 
          8.1 LESSEE shall not, except with the prior consent of LESSOR,  use or 
suffer or permit the use of the  Demised  Premises  or any part  thereof for any 
purposes  other than for  general  administrative  offices;  provided,  however, 
anything in this Lease to the contrary notwithstanding, that (a) the portions of 
the Demised  Premises  which are identified as toilets or utility areas shall be 
used by LESSEE only for the  purposes for which they are designed and (b) LESSEE 
complies with the requirements of Section 8.2 hereof. 
 
          8.2 LESSEE  shall not use, or suffer or permit the use of, the Demised 
Premises or any part  thereof in any manner or for any  purpose or do,  bring or 
keep anything, or suffer or permit anything to be done, brought or kept, therein 
(including, but not limited to, the installation or operation of any electrical, 
electronic or other equipment) (a) which would violate any covenant,  agreement, 
term, provision or condition of this Lease or is unlawful or in contravention of 
the  certificate of occupancy for the Building,  or is in  contravention  of any 
Legal or Insurance  Requirement to which the Demised Premises is subject, or (b) 
which would  overload or could cause an overload of the electrical or mechanical 
systems of the  Building  or which  would  exceed the floor load per square foot 
which the floor was  designed to carry and which is allowed by law, or (c) which 
in the reasonable judgment of the LESSOR may in any way impair or interfere with 
the proper and economic heating,  air conditioning of the Building or (d) suffer 
or permit  the  Building  or any  component  thereof to be used in any manner or 
anything  to be done  therein or  anything  to be brought  into or kept  thereon 
which, in the reasonable judgment of LESSOR,  would in any way impair or tend to 
impair or exceed the design  criteria,  the structural  integrity,  character or 
appearance  of the  Building,  or  result  in the  use  of the  Building  or any 
component  thereof  in a manner or for a  purpose  not  intended;  nor shall the 
LESSEE  use,  or suffer or permit the use of, the  Demised  Premises or any part 
thereof in any manner, or do, or suffer or permit the doing of, anything therein 
or in  connection  with the  LESSEE'S  business  or  advertising  which,  in the 
reasonable judgment of the LESSOR, may be prejudicial to the business of LESSOR. 
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          8.3 LESSEE shall  obtain,  at its sole cost and expense,  all permits, 
licenses  or  authorizations  of any  nature  required  in  connection  with the 
operation of LESSEE'S business at the Demised Premises. 
 
                                  ARTICLE 9 
                                  --------- 
 
                              LESSOR'S SERVICES 
                              ----------------- 
 
          9.1 LESSOR shall furnish to LESSEE only the services set forth in this 
Lease.  All costs and expenses  incurred by LESSOR in connection  with providing 
said services shall be included in LESSOR'S Operating Expenses. 
 
          9.2 (a)  Throughout  the Term,  LESSOR  shall  supply (i) hot and cold 
water to any  lavatories  within or serving  the  Demised  Premises;  (ii) heat, 
ventilation and air  conditioning to the Demised  Premises during Building Hours 
each day (other than during Building  Holidays) as and when reasonably  required 
to  maintain  reasonably  comfortable   temperatures  therein;  (iii)  passenger 
elevator  service  during  Building  Hours each day (other than during  Building 
Holidays) to each floor above the street floor of the Building,  with one of the 
elevators  being  subject to call during hours other than  Building  Hours or on 
Building  Holidays;  (iv)  janitorial  services for the Demised  Premises  after 
Building Hours each day (other than during Building Holidays);  and (v) snow and 
ice removal each day (other than during Building  Holidays)  within a reasonable 
time after accumulation thereof. 
 
               (b) If LESSEE  requires any services  beyond the Building  Hours, 
LESSEE will furnish the same in accordance  with the  provisions of this Section 
9.2(b).  LESSEE shall give LESSOR'S managing agent sufficient  advance notice of 
such  requirement,  which notice shall be given on or before 12:00 PM on the day 
(other  than a Building  Holiday)  such extra  service  is  required;  provided, 
however, if such extra service is required during a Building Holiday,  then such 
notice  shall be given not later  than  12:00 PM of the last day  (other  than a 
Building Holiday)  preceding the Building Holiday on which such extra service is 
required.  LESSEE agrees to pay to LESSOR,  as Additional Rent, the cost of such 
extra  service  within  fifteen (15) days after  receipt of a statement for such 
extra service;  the cost of such extra service shall be determined in accordance 
with  LESSOR'S  then  current  schedule  of costs for the  Building  service  in 
question.  Without  limiting  LESSOR'S right to increase its standard charge for 
after hours heating, ventilation and air conditioning service, LESSOR 
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advises that as of the date of this Lease, its charge for such service is $55.00 
per hour. 
 
          9.3 (a) Subject to the  provisions of this Section 9.3,  LESSOR agrees 
to furnish to the Demised  Premises  the  Standard  Electric  Service (as herein 
defined).  The  term  "Standard  Electric  Service"  shall  mean the  amount  of 
electricity  required  during  Building  Hours for the lights and outlets in the 
Demised Premises (as shown on the Final Plans), assuming that (i) LESSEE has not 
connected to the outlets or the  electrical  system any fixtures,  appliances or 
equipment  (including,  without  limitation,  any  supplemental air conditioning 
equipment) other than electric  typewriters,  personal  computers,  calculators, 
Building  standard  lights,  desk  lights,  photocopy  machines and other small, 
ordinary office equipment,  (ii) the electrical  service required to the Demised 
Premises  does not exceed 20 amp  service,  and (iii) there is no computer  room 
within the Demised Premises. 
 
               (b) For the purposes of this Lease,  LESSOR and LESSEE agree that 
the Basic Rent  includes  an amount for the  furnishing  the  Standard  Electric 
Service to the  Demised  Premises.  If, as a result of (i) the  installation  of 
additional fixtures, appliances or equipment in the Demised Premises or (ii) the 
use of electricity during  non-Building  Hours, then LESSOR shall have the right 
to submit to LESSEE a monthly  electrical bill for the additional costs.  LESSEE 
shall pay such  additional  costs to LESSOR,  as  Additional  Rent,  in arrears, 
within fifteen (15) days after its receipt of said statement. 
 
               (c) In no event shall any adjustment in the  electrical  usage or 
rates result in a decrease in the Basic Rent payable hereunder. 
 
               (d)  Notwithstanding  anything to the contrary  contained in this 
Lease, LESSEE hereby expressly agrees and acknowledges that (i) LESSOR shall not 
be liable in any way to LESSEE  (A) for any  loss,  damage,  failure,  defect or 
change in the  quantity or  character  of  electricity  furnished to the Demised 
Premises,  (B) or if such quantity or character of electricity  furnished to the 
Demised Premises is no longer  available or suitable for LESSEE'S  requirements, 
or (C) for any cessation, diminution or interruption of the supply thereof. 
 
          9.4 (a) LESSEE shall replace, at its sole cost and expense,  all light 
bulbs,  fluorescent  lamps,  Building standard lamps and bulbs, and all ballasts 
used by LESSEE  in the  Demised  Premises  with  "like  kind"  bulbs,  lamps and 
ballasts. 
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               (b) LESSEE shall make no  alteration  to the existing  electrical 
equipment or connect any fixtures,  appliances or equipment  thereto (other than 
electric typewriters,  personal computers,  calculators,  desk lights, photocopy 
machines and other small,  ordinary office equipment)  without the prior written 
consent  of LESSOR in each  instance.  Should  LESSOR  grant such  consent,  all 
additional  risers or other  equipment  required  therefor  shall be provided by 
LESSOR and the cost thereof  shall be paid by LESSEE as  Additional  Rent within 
fifteen (15) days after receipt of a statement for such cost. 
 
          9.5 LESSOR  shall not be liable to LESSEE for any costs,  expenses  or 
damages  incurred  by LESSEE as a result of any  failure to furnish  any service 
hereunder,  or any interruption of any utility service to the Demised  Premises, 
and such failure or  interruption  (i) shall not be construed as a  constructive 
eviction  or eviction of LESSEE,  (ii) shall not excuse  LESSEE from  failing to 
perform any of its  obligations  hereunder and (iii) shall not entitle LESSEE to 
any abatement or offset  against Basic Rent or  Additional  Rent.  LESSEE agrees 
that any service to be provided by LESSOR may be stopped  and/or  interrupted in 
connection with any inspection,  repair,  replacement or emergency. In the event 
any  service to be provided by LESSOR is stopped or  interrupted  in  connection 
with any inspection, repair or replacement,  LESSOR will use practicable efforts 
not to unreasonably interfere with LESSEE'S use of the Demised Premises. 
 
          9.6 The parties  hereto shall comply with all  mandatory and voluntary 
energy  conservation  controls and  requirements  imposed or  instituted  by the 
Federal,  State or local governments and applicable to office  buildings,  or as 
may be required to operate the  Building  as an office  building  comparable  to 
equivalent   facilities  in  the  Middlesex   County  area  including,   without 
limitation,  controls on the permitted  range of temperature  settings in office 
buildings,  and requirements  necessitating  curtailment of the volume of energy 
consumption  or the hours of operation of the Building.  Any terms or conditions 
of this Lease that  conflict or  interfere  with such  controls or  requirements 
shall be suspended for the duration of such controls or requirements. Compliance 
with such controls or requirements  shall not be considered an eviction,  actual 
or  constructive,  of LESSEE  from the  Demised  Premises  and shall not entitle 
LESSEE  to  terminate  this  Lease  or to an  abatement  of any  Basic  Rent  or 
Additional Rent. 
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                                  ARTICLE 10 
                                  ---------- 
 
             COMPLIANCE WITH REQUIREMENTS; RULES AND REGULATIONS 
             --------------------------------------------------- 
 
          10.1  (a)  LESSEE  will  (i)  comply  with  all  Legal  and  Insurance 
Requirements  applicable  to the Demised  Premises  and the use thereof and (ii) 
maintain and comply with all permits, licenses and other authorizations required 
by any  governmental  authority for its use of the Demised  Premises and for the 
proper  operation,  maintenance  and repair of the Demised  Premises or any part 
thereof.  LESSOR will join in the application (but at no cost to LESSOR) for any 
permit or  authorization  with respect to Legal  Requirements if such joinder is 
necessary. 
 
               (b)  Supplementing  the  provisions  of  clause  (i)  of  Section 
10.1(a),  if any structural  repairs or replacements  are required in connection 
with such  compliance,  LESSOR shall  perform such repairs or  replacements  for 
LESSEE'S account,  and LESSEE shall reimburse LESSOR, upon demand, for the costs 
and expenses incurred by LESSOR in connection with such repairs or replacements. 
LESSEE  shall  not be  responsible  for  capital  improvements  to the  Building 
necessary   to  comply  with  Legal  or  Insurance   Requirements   unless  such 
improvements are necessitated by (i) any addition,  improvement or alteration to 
the Building made by or at the request of LESSEE,  or (ii) LESSEE'S specific use 
of the Demised Premises as opposed to use for general office purposes. 
 
          10.2 LESSEE shall not do, or permit to be done,  anything in or to the 
Demised  Premises,  or bring or keep  anything  therein  which will, in any way, 
increase  the cost of fire or public  liability  insurance on the  Premises,  or 
invalidate or conflict  with the fire  insurance or public  liability  insurance 
policies  covering the Premises or any personal property kept therein by LESSOR, 
or obstruct or interfere  with the rights of LESSOR or of other  tenants,  or in 
any other way injure LESSOR or other tenants, or subject LESSOR to any liability 
for injury to persons or damage to property, or interfere with good order of the 
Building,  or  conflict  with  the  Legal  Requirements.  Any  increase  in fire 
insurance  premiums on the Premises or the contents within the Building,  or any 
increase in the premiums of any other insurance  carried by LESSOR in connection 
with the Building or the Premises, caused by the use or occupancy of the Demised 
Premises  by LESSEE  and any  expense or cost  incurred  in  consequence  of the 
negligence,  carelessness or willful action of LESSEE,  shall be Additional Rent 
and paid by LESSEE to LESSOR  within ten (10) days of demand  therefore  made by 
LESSOR to LESSEE. 
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          10.3 LESSEE shall comply, and shall cause LESSEE'S Visitors to comply, 
with the Rules and  Regulations.  LESSOR shall have the right to make reasonable 
additions and  amendments to the Rules and  Regulations  from time to time,  and 
LESSEE shall comply, and cause LESSEE'S Visitors to comply,  with such additions 
and  amendments  after  delivery of a copy thereof to LESSEE or the posting of a 
copy thereof in a prominent  place in the  Building.  LESSOR shall not be liable 
for the  failure  of any  lessee,  sublessee,  or their  agents,  employees  and 
visitors to comply with the Rules and  Regulations.  LESSOR  agrees to apply the 
Rules and  Regulations  and any  amendments  and additions  thereto in a uniform 
manner  and will not  discriminate  against  LESSEE in  enforcing  the Rules and 
Regulations. 
 
                                  ARTICLE 11 
                                  ---------- 
 
                      COMPLIANCE WITH ENVIRONMENTAL LAWS 
                      ---------------------------------- 
 
          11.1  Supplementing the provisions of Article 10, LESSEE shall comply, 
at its sole cost and expense, with all Environmental Laws in connection with its 
use and occupancy of the Demised Premises;  provided, however, the provisions of 
this Article 11 shall not obligate LESSEE to comply with the Environmental  Laws 
if such  compliance is required solely as a result of the occurrence of a spill, 
discharge  or other  event  before  the  Commencement  Date,  or if such  spill, 
discharge  or other event was not caused by the act,  negligence  or omission of 
LESSEE or LESSEE'S Visitors. 
 
          11.2  LESSEE  shall  deliver  promptly  to LESSOR a true and  complete 
photocopy  of any  correspondence,  notice,  report,  sampling,  test,  finding, 
declaration,  submission,  order,  complaint,  citation or any other instrument, 
document,  agreement  and/or  information  submitted to, or received  from,  any 
governmental  entity,  department or agency in connection with any Environmental 
Law  relating to or  affecting  LESSEE,  LESSEE'S  employees,  LESSEE'S  use and 
occupancy of the Demised Premises. 
 
          11.3 LESSEE  shall not cause or permit any  "hazardous  substance"  or 
"hazardous waste" (as such terms are defined in the ISRA) to be brought, kept or 
stored on or about the  Demised  Premises,  and  LESSEE  shall not engage in, or 
permit  any other  person or entity to engage  in, any  activity,  operation  or 
business  on or about  the  Demised  Premises  which  involves  the  generation, 
manufacture, refining, transportation,  treatment, storage, 
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handling or disposal of hazardous substances and/or hazardous wastes. 
 
          11.4  (a) If a  spill  or  discharge  of a  hazardous  substance  or a 
hazardous waste occurs on the Premises,  LESSEE shall give LESSOR immediate oral 
and written notice of such spill and/or  discharge,  setting forth in reasonable 
detail all relevant  facts. In the event such spill or discharge arose out of or 
in connection with LESSEE'S use and occupancy of the Demised Premises, or in the 
event such spill or discharge  was caused by the act,  negligence or omission of 
LESSEE or  LESSEE'S  Visitors,  then  LESSEE  shall  pay all costs and  expenses 
relating to compliance with the applicable Environmental Law (including, without 
limitation, the costs and expenses of the site investigations and of the removal 
and remediation of such hazardous substance or hazardous wastes). 
 
               (b) Without  relieving LESSEE of its obligations under this Lease 
and without  waiving any default by LESSEE  under this Lease,  LESSOR shall have 
the right, but not the obligation, to take such action as LESSOR deems necessary 
or advisable to cleanup,  remove, resolve or minimize the impact of or otherwise 
deal with any spill or discharge of any hazardous  substance or hazardous waste. 
In the event such spill or discharge arose out of or in connection with LESSEE'S 
use and  occupancy  of the  Demised  Premises,  or in the  event  such  spill or 
discharge  was caused by the act,  negligence  or omission of LESSEE or LESSEE'S 
Visitors,  then LESSEE shall pay to LESSOR on demand,  as Additional  Rent,  all 
costs and  expenses  incurred by LESSOR in  connection  with any action taken by 
LESSOR. 
 
          11.5  (a) If  LESSEE'S  operations  at  the  Demised  Premises  now or 
hereafter  constitute an "Industrial  Establishment"  (as defined under ISRA) or 
are subject to the provisions of any other Environmental Law, then LESSEE agrees 
to comply,  at its sole cost and expense,  with all requirements of ISRA and any 
other  applicable  Environmental  Law to the  satisfaction  of  LESSOR  and  the 
governmental entity,  department or agency having jurisdiction over such matters 
(including,  but not limited to, performing site  investigations  and performing 
any removal and  remediation  required in connection  therewith),  in connection 
with (i) the occurrence of the  Termination  Date,  (ii) any termination of this 
Lease  prior  to  the  Termination   Date,   (iii)  any  closure,   transfer  or 
consolidation of LESSEE'S operations at the Demised Premises, (iv) any change in 
the ownership or control of LESSEE, (iv) any permitted  assignment of this Lease 
or  permitted  sublease of all or part of the Demised  Premises or (v) any other 
action by LESSEE which triggers ISRA or any other Environmental Law. 
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               (b) In connection with subsection (a) above,  if, with respect to 
ISRA,  LESSEE has  failed to obtain a negative  declaration  or to  complete  an 
approved  clean-up plan or to otherwise comply with the provisions of ISRA prior 
to the  Termination  Date, or if, with respect to any other  Environmental  Law, 
LESSEE has failed to fully comply with the  applicable  provisions of such other 
Environmental  Law prior to the Termination Date, LESSEE shall be deemed to be a 
holdover tenant,  shall pay rent at the rate set forth in Section 24.3 and shall 
continue  to  diligently   pursue   compliance   with  ISRA  and/or  such  other 
Environmental  Law. Upon LESSEE'S full compliance with the provisions of ISRA or 
of such other  Environmental Law, LESSEE shall deliver possession of the Demised 
Premises  to LESSOR in  accordance  with the  provisions  of this Lease and such 
holdover rent shall be adjusted as of said date. 
 
          11.6 (a) In connection  with (i) any sale or other  disposition of all 
or part of LESSOR'S  interest in the Premises,  (ii) any change in the ownership 
or control of LESSOR,  (iii) any  condemnation,  (iv) any foreclosure or (v) any 
other  action by LESSOR  which  triggers  ISRA or any other  Environmental  Law, 
LESSOR shall comply, at its sole cost and expense, with all requirements of ISRA 
and such other applicable  Environmental  Law;  provided,  however,  if any site 
investigation  is  required  as a result of LESSEE'S  use and  occupancy  of the 
Demised  Premises or a spill or discharge of a hazardous  substance or hazardous 
waste caused by the act,  negligence or omission of LESSEE or LESSEE'S Visitors, 
then LESSEE  shall pay all costs  associated  with said site  investigation;  in 
addition,  if any removal and  remediation is required as a result of a spill or 
discharge  of a  hazardous  substance  or  hazardous  waste  caused  by the act, 
negligence or omission of LESSEE or LESSEE'S Visitors, then LESSEE shall pay all 
costs associated with said removal and remediation. 
 
               (b) If, in connection with such  compliance,  LESSOR requires any 
affidavits,  certifications or other  information from LESSEE,  LESSEE agrees to 
cooperate with LESSOR and to deliver to LESSOR without charge all such documents 
within five (5) business days after  LESSEE'S  receipt of said  request.  LESSEE 
shall not be  required  to perform  any  investigations  or conduct any tests in 
connection  therewith  unless  such  investigations  or tests are  required as a 
result of  LESSEE'S  use and  occupancy  of the  Demised  Premises or a spill or 
discharge  of a  hazardous  substance  or  hazardous  waste  caused  by the act, 
negligence or omission of LESSEE or LESSEE'S Visitors. 
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          11.7  LESSEE  hereby  agrees  to  defend,  indemnify  and hold  LESSOR 
harmless  from and against any and all claims,  losses,  liability,  damages and 
expenses (including,  without limitation,  site investigation costs, removal and 
remediation  costs and attorneys' fees and  disbursements)  arising out of or in 
connection with (i) LESSEE'S use and occupancy of the Demised Premises, (ii) any 
spill or  discharge of a hazardous  substance  or  hazardous  waste by LESSEE or 
LESSEE'S Visitors and/or (iii) LESSEE'S failure to comply with the provisions of 
this Article 11. 
 
          11.8 If LESSOR has given to LESSEE the name and  address of any holder 
of an Underlying  Encumbrance,  LESSEE agrees to send to said holder a photocopy 
of those items given to LESSOR pursuant to the provisions of Section 11.2. 
 
          11.9  LESSEE'S  obligations  under this  Article 11 shall  survive the 
expiration or earlier termination of this Lease. 
 
                                  ARTICLE 12 
                                  ---------- 
 
                              DISCHARGE OF LIENS 
                              ------------------ 
 
          LESSEE will discharge within fifteen (15) days after receipt of notice 
thereof any Lien on the Premises or the Basic Rent, Additional Rent or any other 
sums  payable  under this Lease,  caused by or arising  out of LESSEE'S  acts or 
LESSEE'S failure to perform any obligation hereunder. 
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                                  ARTICLE 13 
                                  ---------- 
 
                              PERMITTED CONTESTS 
                              ------------------ 
 
          LESSEE may contest by appropriate proceedings, the amount, validity or 
application of any Legal Requirement which LESSEE is obligated to comply with or 
any  Lien  which  LESSEE  is  obligated  to  discharge,  provided  that (a) such 
proceedings shall suspend the collection thereof, (b) no part of the Premises or 
of any Basic Rent or  Additional  Rent or other sum payable  hereunder  would be 
subject to loss, sale or forfeiture  during such  proceedings,  (c) LESSOR would 
not be subject to any civil or criminal liability for failure to pay or perform, 
as the case may be, (d) LESSEE  shall have  furnished  such  security  as may be 
required  in the  proceedings  or  reasonably  requested  by  LESSOR,  (e)  such 
proceedings  shall not affect the payment of Basic Rent,  Additional Rent or any 
other sum payable to LESSOR  hereunder or prevent  LESSEE from using the Demised 
Premises for its intended  purposes,  and (f) LESSEE shall notify  LESSOR of any 
such proceedings not less than ten (10) days prior to the commencement  thereof, 
and shall describe such  proceedings in reasonable  detail.  LESSEE will conduct 
all such contests in good faith and with due diligence and will,  promptly after 
the determination of such contest,  pay and discharge all amounts which shall be 
determined to be payable therein. 
 
                                  ARTICLE 14 
                                  ---------- 
 
                          INSURANCE; INDEMNIFICATION 
                          -------------------------- 
 
          14.1 (a) LESSEE shall obtain,  and shall keep in full force and effect 
during the Term,  the following  insurance  coverages,  with insurers  which are 
authorized  to do  business  in the State of New  Jersey  and which are rated at 
least A- in Best's Key Rating Guide: 
 
                    (i)  commercial  general  liability  insurance   (including, 
during any period  when  LESSEE is making  alterations  or  improvements  to the 
Demised  Premises,  coverage  for  any  construction  on or  about  the  Demised 
Premises),  against claims for bodily injury, personal injury, death or property 
damage  occurring  on,  in or about  the  Demised  Premises,  or as a result  of 
ownership  of  facilities  located  on the  Demised  Premises,  in an amount per 
occurrence of not less than  $5,000,000.00  combined single limit for any bodily 
injury, personal injury, death or property damage; 
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                    (ii) workers'  compensation  insurance coverage for the full 
 
statutory liability of LESSEE; 
 
                    (iii)  business  interruption  insurance  in such amounts as 
will reimburse  LESSEE for direct and indirect loss of earnings  attributable to 
those events  commonly  insured  against by reasonable  prudent  tenants  and/or 
attributable  to LESSEE'S  inability to access or to occupy (all or part of) the 
Demised Premises; and 
 
                    (iv)  such  other  insurance  with  respect  to the  Demised 
Premises in such amounts and against such insurable  exposures as may reasonably 
and  customarily  be  required  by any  mortgagee  holding a first lien upon the 
Building. 
 
               (b) The policies of insurance required to be maintained by LESSEE 
pursuant to Section 14.1 shall name as the insured  parties (except for workers' 
compensation  insurance and business interruption  insurance) LESSOR and LESSEE, 
as their respective  interests may appear, and shall be reasonably  satisfactory 
to LESSOR.  In  addition,  said  policies  of  insurance  (except  for  worker's 
compensation  insurance)  shall (i) provide that thirty (30) days' prior written 
notice of suspension, cancellation,  termination,  modification,  non-renewal or 
lapse or  material  change of  coverage  shall be given and that such  insurance 
shall not be  invalidated by any act or neglect of LESSOR or LESSEE or any owner 
of the  Premises,  nor by any change in the title or ownership of the  Premises, 
nor by occupation of the Demised  Premises for purposes more  hazardous than are 
permitted by such policy, and (ii) not contain a provision relieving the insurer 
thereunder  of  liability  for any  loss by  reason  of the  existence  of other 
policies of insurance  covering the Demised Premises against the peril involved, 
whether  collectible  or not;  and the  policies  of  insurance  required  to be 
maintained  by LESSEE  pursuant to  subsection  14.1(a)(i)  shall also include a 
contractual liability endorsement  evidencing coverage of LESSEE'S obligation to 
indemnify LESSOR pursuant to Section 14.4 hereof. 
 
               (c) On the  Commencement  Date,  LESSEE  shall  deliver to LESSOR 
original or duplicate  policies or certificates  of the insurers  evidencing all 
the  insurance  which is required to be  maintained  hereunder  by LESSEE,  and, 
within  ten (10)  days  prior to the  expiration  of any such  insurance,  other 
original or duplicate  policies or  certificates  evidencing the renewal of such 
insurance. 
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               (d)  LESSEE  shall  not  obtain  or  carry   separate   insurance 
concurrent  in form or  contributing  in the event of loss with that required by 
Section 14.1 unless LESSOR and LESSEE are named as insureds therein. 
 
          14.2 (a) LESSOR shall obtain,  and shall keep in full force and effect 
during the Term,  the following  insurance  coverages,  with insurers  which are 
authorized  to do  business  in the State of New  Jersey  and which are rated at 
least A- in Best's Key Rating Guide: 
 
                    (i) property insurance on the Building with respect to risks 
from time to time included  under a standard "All Risk" policy,  including,  but 
not limited to,  fire,  vandalism,  malicious  mischief,  loss of rental  income 
endorsement (for a 12 month period) and ordinance  coverage (but excluding flood 
and earthquake insurance),  with an agreed endorsement in an amount equal to the 
full replacement cost of the Building,  as determined from time to time (but not 
less  often  than  once  every  year) by a method  required  by the  insurer  or 
insurers; 
 
                    (ii)  commercial  general  liability  insurance  (including, 
during any period  when  LESSOR is making  alterations  or  improvements  to the 
Premises,  coverage  for any  construction  on or about the  Premises),  against 
claims for bodily injury,  personal  injury,  death or property damage occurring 
on, in or about the Premises,  or as a result of ownership of facilities located 
on the Demised Premises, in an amount per occurrence and with such deductible as 
required by the holder of any  Underlying  Encumbrance,  or if none, as would be 
reasonably carried by a prudent owner of property similar to the Premises; 
 
                    (iii)  rental  income  insurance  in an amount  equal to the 
aggregate  rental income from the Building,  from time to time,  for a period of 
twelve (12) months; 
 
                    (iv) such  other  insurance  carried in good faith by LESSOR 
and applicable to the Building; and 
 
                    (v) such other insurance carried in good faith by LESSOR and 
applicable to the Land. 
 
For the  purposes  of this  Lease,  the  sum of (i)  the  cost of the  insurance 
coverages maintained by LESSOR for the Building under subsections 9i), (iii) and 
(iv) of this Section 14.2(a),  and (ii) the Building's Complex Percentage of the 
cost of the  insurance  coverages  maintained  by LESSOR for the Premises  under 
subsections 
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(ii) and (v) of this Section  14.2(a),  is hereinafter  referred to as "LESSOR'S 
Insurance Costs". 
 
               (b) LESSEE  shall pay to LESSOR,  as  Additional  Rent,  LESSEE'S 
Proportionate  Share of the  amount by which  LESSOR'S  Insurance  Costs for any 
Lease  Year  during  the  Term  exceeds  the  Base  Insurance  Costs.   LESSEE'S 
Proportionate Share of LESSOR'S Insurance Costs for less than a Lease Year shall 
be prorated and apportioned. 
 
               (c) On or about  January 1, 2001,  and  thereafter  within ninety 
(90) days  following the first day of each  succeeding  calendar year within the 
Term, LESSOR shall determine or estimate the amount by which LESSOR'S  Insurance 
Costs for the calendar  year in question  will exceed the Base  Insurance  Costs 
("LESSOR'S  Estimated  Insurance  Costs") and shall submit such  information  to 
LESSEE in a written statement ("LESSOR'S Insurance Statement"). 
 
               (d) Commencing on the first Basic Rent Payment Date following the 
submission of any LESSOR'S Insurance Statement and continuing thereafter on each 
successive  Basic Rent  Payment  Date until  LESSOR  renders  the next  LESSOR'S 
Insurance  Statement,  LESSEE  shall pay to LESSOR on account of its  obligation 
under this  Section  14.2,  a sum (the  "Monthly  Insurance  Payment")  equal to 
one-twelfth  (1/12)  of  LESSEE'S  Proportionate  Share  of  LESSOR'S  Estimated 
Insurance Costs for such calendar year. LESSEE'S first Monthly Insurance Payment 
after  receipt of  LESSOR'S  Insurance  Statement  shall be  accompanied  by the 
payment of an amount equal to the product of the number of full months,  if any, 
within the calendar  year which shall have elapsed  prior to such first  Monthly 
Insurance  Payment,  times the Monthly Insurance  Payment;  minus any Additional 
Rent already paid by LESSEE on account of its  obligation  under Section 14.2 of 
this Lease for such calendar year. 
 
               (e)  Each  LESSOR'S  Insurance   Statement  shall  reconcile  the 
payments made by LESSEE pursuant to the preceding LESSOR'S  Insurance  Statement 
with LESSEE'S  Proportionate  Share of LESSOR'S  Insurance  Costs for the period 
covered thereby. Any balance due to LESSOR shall be paid by LESSEE within thirty 
(30) days after LESSEE'S receipt of LESSOR'S  Insurance  Statement;  any surplus 
due to LESSEE  shall be  applied by LESSOR  against  the next  accruing  monthly 
installment(s)  of Additional  Rent due under this Section 14.2. If the Term has 
expired or has been  terminated,  LESSEE shall pay the balance due to LESSOR or, 
alternatively, LESSOR shall refund the surplus to LESSEE, whichever the case may 
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be,  within  thirty  (30) days  after  LESSEE'S  receipt of  LESSOR'S  Insurance 
Statement; provided, however, if the Term shall have been terminated as a result 
of a default by LESSEE,  then LESSOR shall have the right to retain such surplus 
to the extent LESSEE owes LESSOR any Basic Rent or Additional Rent. 
 
               (f) In no event shall any  adjustment  in LESSEE'S  obligation to 
pay  Additional  Rent under this  Section 14.2 result in a decrease in the Basic 
Rent payable hereunder. LESSEE'S obligation to pay Additional Rent, and LESSOR'S 
obligation  to credit  and/or  refund  to LESSEE  any  amount,  pursuant  to the 
provisions of this Section 14.2, shall survive the Termination Date. 
 
               (g) The  provisions  of  Section  29.3  shall  apply to  LESSOR'S 
Insurance Statement. 
 
          14.3 (a) LESSOR hereby waives and releases  LESSEE,  and LESSEE hereby 
waives and releases LESSOR, from any and all liabilities,  claims and losses for 
which the released party is or may be held liable to the extent of any insurance 
proceeds received by said injured party. 
 
               (b) Each  party  hereto  agrees to have  included  in each of its 
insurance  policies  (insuring the Building in the case of LESSOR,  and insuring 
LESSEE'S personal  property,  trade fixtures,  equipment and improvements in the 
case of LESSEE, against loss, damage or destruction by fire or other casualty) a 
waiver of the  insurer's  right of  subrogation  against the other party to this 
Lease.  If there is any extra charge for such waiver,  the party  requesting the 
waiver shall pay the extra charge therefor. If such waiver is not enforceable or 
is unattainable,  then such insurance policy shall contain either (i) an express 
agreement  that such  policy  shall  not be  invalidated  if  LESSOR or  LESSEE, 
whichever the case may be, waives the right of recovery  against the other party 
to this  Lease or (ii) any other  form for the  release  of  LESSOR  or  LESSEE, 
whichever the case may be. If such waiver, agreement or release shall not be, or 
shall cease to be,  obtainable from LESSOR'S  insurance company or from LESSEE'S 
insurance company, whichever the case may be, then LESSOR or LESSEE shall notify 
the  other  party of such fact and shall  use its best  efforts  to obtain  such 
waiver,  agreement or release  from another  insurance  company  satisfying  the 
requirements of this Lease. 
 
          14.4 LESSEE hereby indemnifies, and shall pay, protect and hold LESSOR 
harmless  from and against all  liabilities,  losses,  claims,  demands,  costs, 
expenses  (including  attorneys' fees and 
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expenses)  and  judgments  of any  nature,  (except  to  the  extent  LESSOR  is 
compensated by insurance maintained by LESSOR or LESSEE hereunder and except for 
such of the  foregoing  as arise from the  negligence,  recklessness  or willful 
misconduct of LESSOR, its agents, servants or employees), arising, or alleged to 
arise,  from or in  connection  with,  (i) any  injury  to, or the death of, any 
person or loss or damage to property on or about the Demised Premises,  (ii) any 
violation  of this  Lease or of any  Legal or  Insurance  Requirement,  or (iii) 
performance of any labor or services or the furnishing of any materials or other 
property in respect of the Demised  Premises  or any part  thereof.  LESSEE will 
resist and defend any  action,  suit or  proceeding  brought  against  LESSOR by 
reason of any such occurrence by independent  counsel selected by LESSEE,  which 
is reasonably acceptable to LESSOR. The obligations of LESSEE under this Section 
14.4 shall survive any termination of this Lease. 
 
          14.5 LESSEE agrees to make no claim  against  LESSOR for any injury or 
damage to LESSEE or to any other  person or for any damage to, or loss (by theft 
or  otherwise)  of, or loss of use of,  any  property  of LESSEE or of any other 
person, regardless of the cause thereof (including, without limitation, any such 
injury or damage caused by the negligence, recklessness or willful misconduct of 
LESSOR, its agents, servants and employees); it is hereby understood that LESSEE 
assumes all risk in connection therewith. 
 
                                  ARTICLE 15 
                                  ---------- 
 
                            ESTOPPEL CERTIFICATES 
                            --------------------- 
 
          15.1 At any time and from  time to time,  upon not less  than ten (10) 
days' prior notice by LESSOR,  LESSEE shall execute,  acknowledge and deliver to 
LESSOR a statement  (or, if LESSEE is a  corporation,  an authorized  officer of 
LESSEE shall execute,  acknowledge and deliver to LESSOR a statement) certifying 
the following:  (i) the Commencement  Date, (ii) the Termination Date, (iii) the 
date(s) of any amendment(s) and/or modification(s) to this Lease, (iv) that this 
Lease was properly executed and is in full force and effect without amendment or 
modification,  or,  alternatively,  that this  Lease and all  amendments  and/or 
modifications  thereto  have been  properly  executed  and are in full force and 
effect,  (v) the current annual Basic Rent, the current monthly  installments of 
Basic  Rent  and  the  date on  which  LESSEE'S  obligation  to pay  Basic  Rent 
commenced, (vi) the current monthly installment of Additional Rent for Taxes and 
LESSOR'S Operating  Expenses,  (vii) the date to which Basic Rent and Additional 
Rent 
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have been paid, (viii) the amount of the security deposit, if any, (ix) that all 
work to be done  to the  Demised  Premises  by  LESSOR  has  been  completed  in 
accordance  with  this  Lease  and have  been  accepted  by  LESSEE,  except  as 
specifically  provided in the estoppel  certificate,  (x) that no installment of 
Basic  Rent or  Additional  Rent has been  paid more  than  thirty  (30) days in 
advance,  (xi) that LESSEE is not in arrears in the payment of any Basic Rent or 
Additional Rent, (xii) that, to the best of LESSEE'S knowledge, neither party to 
this  Lease is in default  in the  keeping,  observance  or  performance  of any 
covenant, agreement, provision or condition contained in this Lease and no event 
has occurred  which,  with the giving of notice or the passage of time, or both, 
would result in a default by either party,  except as  specifically  provided in 
the estoppel certificate, (xiii) that, to the best of LESSEE'S knowledge, LESSEE 
has no existing defenses,  offsets,  liens,  claims or credits against the Basic 
Rent or Additional  Rent or against  enforcement of this Lease by LESSOR,  (xiv) 
that  LESSEE has not been  granted  any  options  or rights of first  refusal to 
extend the Term, to lease  additional  space, to terminate this Lease before the 
Termination Date or to purchase the Premises, except as specifically provided in 
this Lease,  (xv) that LESSEE has not  received any notice of violation of Legal 
Requirements  or  Insurance  Requirements  relating  to the  Premises  or to the 
Demised Premises, (xvi) that LESSEE has not assigned this Lease or sublet all or 
any portion of the Demised  Premises,  (xvii) that no "hazardous  substances" or 
"hazardous  wastes" have been  generated,  manufactured,  refined,  transported, 
treated,  stored, handled,  disposed or spilled on or about the Demised Premises 
and (xviii) such other reasonable matters as the person or entity requesting the 
Certificate  may  request.  LESSEE  hereby  acknowledges  and  agrees  that such 
statement may be relied upon by any  mortgagee,  or any  prospective  purchaser, 
lessee, sublessee, mortgagee or assignee of any mortgage, of the Premises or any 
part thereof. 
 
          15.2 If LESSEE shall fail or  otherwise  refuse to execute an estoppel 
certificate in accordance  with Section 15.1,  then and upon such event,  LESSEE 
shall be deemed to have appointed  LESSOR and LESSOR shall thereupon be regarded 
as the  irrevocable  attorney-in-fact  of LESSEE duly  authorized to execute and 
deliver the required  certificate for and on behalf of LESSEE,  but the exercise 
of such power shall not be deemed a waiver of LESSEE'S default. 
 
          15.3 At any time and from  time to time,  upon not less  than ten (10) 
days' prior notice by LESSEE,  an  authorized  officer of LESSOR shall  execute, 
acknowledge and deliver to LESSEE a 
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statement  certifying  the  following:  (i)  the  Commencement  Date,  (ii)  the 
Termination Date, (iii) the date(s) of any amendment(s)  and/or  modification(s) 
to this Lease,  (iv) that this Lease was properly  executed and is in full force 
and effect without amendment or modification, or, alternatively, that this Lease 
and all amendments and/or modifications  thereto have been properly executed and 
are in full force and effect,  (v) the current  annual  Basic Rent,  the current 
monthly  installments of Basic Rent and the date on which LESSEE'S obligation to 
pay Basic Rent  commenced,  (vi) the current  monthly  installment of Additional 
Rent for Taxes and LESSOR'S  Operating  Expenses,  (vii) the date to which Basic 
Rent and  Additional  Rent have been paid,  (viii)  the  amount of the  security 
deposit,  if any, (ix) that all work done to the Demised  Premises by LESSEE has 
been approved, except as specifically provided in the estoppel certificate,  (x) 
that no  installment  of Basic Rent or  Additional  Rent has been paid more than 
thirty (30) days in  advance,  (xi) that LESSEE is not in arrears in the payment 
of any Basic  Rent or  Additional  Rent,  (xii)  that,  to the best of  LESSOR'S 
knowledge,  neither party to this Lease is in default in the keeping, observance 
or performance of any covenant,  agreement,  provision or condition contained in 
this  Lease and no event has  occurred  which,  with the giving of notice or the 
passage of time, or both,  would result in a default by either party,  except as 
specifically provided in the estoppel  certificate,  (xiii) that, to the best of 
LESSOR'S knowledge,  LESSEE has no existing defenses,  offsets, liens, claims or 
credits against the Basic Rent or Additional Rent or against enforcement of this 
Lease by LESSOR, (xiv) that LESSEE has not been granted any options or rights of 
first refusal to extend the Term, to lease  additional  space, to terminate this 
Lease  before  the  Termination  Date or to  purchase  the  Premises,  except as 
specifically  provided in this  Lease,  (xv) that  LESSOR has not  received  any 
notice of violation of Legal Requirements or Insurance  Requirements relating to 
the Premises or to the Demised Premises,  and (xvi) that to the best of LESSOR'S 
knowledge,  no "hazardous substances" or "hazardous wastes" have been generated, 
manufactured,  refined,  transported,  treated,  stored,  handled,  disposed  or 
spilled on or about the Demised Premises by LESSOR. 
 
                                  ARTICLE 16 
                                  ---------- 
 
                          ASSIGNMENT AND SUBLETTING 
                          ------------------------- 
 
          16.1 Except as otherwise expressly provided in this Article 16, LESSEE 
shall  not  sell,  assign,  transfer,  hypothecate,  mortgage,  encumber,  grant 
concessions or licenses,  sublet,  or otherwise  dispose of any interest in this 
Lease or the Demised 
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Premises, by operation of law or otherwise, without the prior written consent of 
LESSOR.  Any consent granted by LESSOR in any instance shall not be construed to 
constitute  a consent  with  respect to any other  instance or  request.  If the 
Demised  Premises or any part  thereof  should be sublet,  used,  or occupied by 
anyone other than LESSEE, or if this Lease should be assigned by LESSEE,  LESSOR 
shall  have the right to  collect  rent from the  assignee,  subtenant,  user or 
occupant, but no such assignment, subletting, use, occupancy or collection shall 
be deemed a waiver  of any of  LESSOR'S  rights  under  the  provisions  of this 
Section  16.1, a waiver of any of LESSEE'S  covenants  contained in this Article 
16, the acceptance of the assignee,  subtenant, user or occupant as tenant, or a 
release of LESSEE from  further  performance  by LESSEE of LESSEE'S  obligations 
under the Lease. 
 
          16.2 If LESSEE  shall  desire to sublet  the  Demised  Premises  or to 
 
assign this Lease,  it shall first submit to LESSOR a written notice  ("LESSEE'S 
Notice") setting forth in reasonable detail: 
 
               (a) the name and address of the proposed sublessee or assignee; 
 
               (b) the  terms  and  conditions  of the  proposed  subletting  or 
assignment  (including  the  proposed  commencement  date of the sublease or the 
effective date of the assignment, which shall be at least thirty (30) days after 
LESSEE'S Notice is given); 
 
               (c) the nature and  character  of the  business  of the  proposed 
sublessee or assignee; 
 
               (d) banking,  financial, and other credit information relating to 
the proposed sublessee or assignee,  in reasonably  sufficient detail, to enable 
LESSOR  to  determine  the  proposed   sublessee's   or   assignee's   financial 
responsibility; and 
 
               (e)  in  the   case  of  a   subletting,   complete   plans   and 
specifications  for any and all work to be done in the  Demised  Premises  to be 
sublet. 
 
          16.3  Within  thirty  (30) days after  LESSOR'S  receipt  of  LESSEE'S 
Notice, LESSOR agrees that it shall notify LESSEE whether LESSOR (i) consents to 
the proposed sublet or assignment,  (ii) does not consent to the proposed sublet 
or assignment,  or (iii) elects to exercise its recapture right, as described in 
Section  16.5.  In the event  LESSOR  does not elect to exercise  its  recapture 
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right,  then  LESSOR  agrees not to  unreasonably  withhold  its  consent to the 
proposed sublet or assignment. 
 
          16.4 In addition to the foregoing requirements, 
 
               (a) no  assignment  or  sublease  shall be  permitted  if, at the 
effective date of such  assignment or sublease,  LESSEE is in default under this 
Lease; and 
 
               (b) no  assignment or sublease  shall be permitted  unless LESSEE 
agrees,  at the time of the  proposed  assignment  or  sublease  and in LESSEE'S 
Notice,  to pay to LESSOR,  immediately  upon receipt  thereof,  100% of all Net 
Rental  Proceeds,  of whatever  nature,  payable by the prospective  assignee or 
sublessee to LESSEE pursuant to such assignment or sublease. 
 
          16.5 (a)  LESSOR  shall  have the  right,  to be  exercised  by giving 
written notice (the "Recapture  Notice") to LESSEE within thirty (30) days after 
receipt of LESSEE'S Notice,  to recapture the space described in LESSEE'S Notice 
(the "Recapture  Space").  The Recapture  Notice shall cancel and terminate this 
Lease with  respect to the  Recapture  Space as of the date  stated in  LESSEE'S 
Notice for the commencement of the proposed  assignment or sublease as fully and 
completely as if that date had been herein definitively fixed as the Termination 
Date, and LESSEE shall  surrender  possession of the Recapture  Space as of such 
date. Thereafter, the Basic Rent and Additional Rent shall be equitably adjusted 
based upon the square  footage of the Demised  Premises  then  remaining,  after 
deducting the square footage attributable to the Recapture Space. 
 
               (b) In the event LESSOR  elects to exercise its  recapture  right 
and the Recaptured Space is less than the entire Demised Premises,  then LESSOR, 
at its sole expense, shall have the right to make any alterations to the Demised 
Premises  required,  in LESSOR'S  reasonable  judgment,  to make such Recaptured 
Space a self-contained  rental unit.  LESSOR agrees to perform all such work, if 
any,  with  as  little  inconvenience  to  LESSEE'S  business  as is  reasonably 
possible;  provided,  however, LESSOR shall not be required to perform such work 
after normal business hours or on weekends;  and provided further,  LESSOR shall 
not be deemed guilty of an eviction, partial eviction,  constructive eviction or 
disturbance of LESSEE'S use or possession of the Demised Premises, and shall not 
be liable to LESSEE for same. 
 
          16.6 In addition to the  foregoing  requirements,  any  sublease  must 
contain the following provisions: 
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               (a) the sublease  shall be subject and  subordinate to all of the 
terms and conditions of this Lease; 
 
               (b)  at  LESSOR'S  option,   in  the  event  of  cancellation  or 
termination of this Lease for any reason or the surrender of this Lease, whether 
voluntarily,  involuntarily,  or by operation of law, prior to the expiration of 
such sublease, including extensions and renewals of such sublease, the subtenant 
shall make full and complete attornment to LESSOR for the balance of the term of 
the  sublease.  The  attornment  shall be  evidenced by an agreement in form and 
substance  satisfactory  to LESSOR which the subtenant shall execute and deliver 
at any time within five (5) days after request by LESSOR or its  successors  and 
assigns; 
 
               (c) the term of the sublease shall not extend beyond a date which 
is one day prior to the Termination Date; 
 
               (d) no subtenant  shall be permitted to further sublet all or any 
portion of the subleased space or to assign its sublease  without LESSOR'S prior 
written consent; and 
 
               (e) the  subtenant  shall waive the  provisions of any law now or 
subsequently  in effect  which may give the  subtenant  any right of election to 
terminate the sublease or to surrender  possession of the space subleased in the 
event that any proceeding is brought by LESSOR to terminate this Lease. 
 
          16.7 Each of the  following  events shall be deemed to  constitute  an 
assignment  of this Lease and each shall  require the prior  written  consent of 
LESSOR: 
 
               (a) any assignment or transfer of this Lease by operation of law; 
 
or 
 
               (b) any hypothecation,  pledge, or collateral  assignment of this 
 
Lease; or 
 
               (c) any  involuntary  assignment  or  transfer  of this  Lease in 
connection with bankruptcy, insolvency, receivership, or similar proceeding; or 
 
               (d) any assignment, transfer, disposition, sale or acquisition of 
a  controlling  interest  in LESSEE  to or by any  person,  entity,  or group of 
related persons or affiliated entities,  whether in a single transaction or in a 
series of related or unrelated transactions; or 
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               (e) any issuance of an interest or  interests in LESSEE  (whether 
stock,  partnership interests,  or otherwise) to any person, entity, or group of 
related persons or affiliated entities,  whether in a single transaction or in a 
series of related  or  unrelated  transactions,  which  results in such  person, 
entity, or group holding a controlling  interest in LESSEE.  For purposes of the 
immediately foregoing, a "controlling interest" of LESSEE shall mean 50% or more 
of the aggregate  issued and  outstanding  equitable  interests  (whether stock, 
partnership interests, membership interests or otherwise) of LESSEE. 
 
          16.8 It is a further  condition to the effectiveness of any assignment 
otherwise complying with this Article 16 that the assignee execute, acknowledge, 
and deliver to LESSOR an agreement in form and substance  satisfactory to LESSOR 
whereby the assignee  assumes all of the  obligations of LESSEE under this Lease 
and agrees that the  provisions of this Article 16 shall  continue to be binding 
upon it with respect to all future  assignments  and deemed  assignments of this 
Lease. 
 
          16.9 No  assignment  of this  Lease  nor  any  sublease  of all or any 
portion of the  Demised  Premises  shall  release or  discharge  LESSEE from any 
liability,  whether past, present, or future,  under this Lease and LESSEE shall 
continue to remain primarily liable under this Lease. 
 
          16.10  LESSEE  shall be  responsible  for  obtaining  all  permits and 
approvals  required  by  any  governmental  or   quasi-governmental   agency  in 
connection  with any  assignment of this Lease or any  subletting of the Demised 
Premises,  and LESSEE shall deliver copies of these documents to LESSOR prior to 
the commencement of any work, if work is to be done.  LESSEE is also responsible 
for and is  required  to  reimburse  LESSOR  for all fees,  costs and  expenses, 
including,  but not limited to,  reasonable  attorneys' fees and  disbursements, 
which LESSOR  incurs in reviewing  any proposed  assignment  of this Lease,  any 
proposed  sublease of the Demised  Premises,  and any  permits,  approvals,  and 
applications for construction within the Demised Premises. 
 
          16.11 If LESSOR  consents to any proposed  assignment  or sublease and 
LESSEE fails to consummate the assignment or sublease to which LESSOR  consented 
within  ninety  (90) days  after the  giving of such  consent,  LESSEE  shall be 
required  again to comply  with all of the  provisions  and  conditions  of this 
Article 16 before  assigning this Lease or subletting the Demised  Premises.  If 
LESSEE  consummates the assignment or sublease to which LESSOR 
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consented  within  said  ninety  (90) day  period,  LESSEE  agrees that it shall 
deliver  to  LESSOR a fully  executed,  duplicate  original  counterpart  of the 
assignment or sublease  agreement  within ten (10) days of the date of execution 
of such item. 
 
          16.12 LESSEE agrees that under no circumstances shall LESSOR be liable 
in damages or subject to liability  by reason of LESSOR'S  failure or refusal to 
grant its consent to any proposed  assignment of this Lease or subletting of the 
Demised Premises. 
 
          16.13 If LESSOR  withholds  its consent of any proposed  assignment or 
sublease,  LESSEE shall  defend,  indemnify,  and hold LESSOR  harmless from and 
reimburse LESSOR for all liability,  damages, costs, fees, expenses,  penalties, 
and  charges  (including,  but not limited to,  reasonable  attorneys'  fees and 
disbursements)  arising out of any claims that may be made against LESSOR by any 
brokers or other  persons  claiming a  commission  or  similar  compensation  in 
connection with the proposed assignment or sublease. 
 
          16.14 (a)  Notwithstanding  anything to the contrary contained in this 
Lease, in the event that this Lease is assigned to any person or entity pursuant 
to  the  provisions  of the  Bankruptcy  Code,  any  and  all  monies  or  other 
consideration  payable or  otherwise to be  delivered  in  connection  with such 
assignment  shall  be paid or  delivered  to  LESSOR,  shall be and  remain  the 
exclusive  property of LESSOR and shall not constitute  property of LESSEE or of 
the estate of LESSEE  within the  meaning of the  Bankruptcy  Code.  Any and all 
monies or other consideration constituting LESSOR'S property under the preceding 
sentence  not paid or delivered to LESSOR shall be held in trust for the benefit 
of LESSOR and be promptly paid to or turned over to LESSOR. 
 
               (b) If LESSEE  proposes  to assign  this  Lease  pursuant  to the 
provisions of the Bankruptcy  Code to any person or entity who shall have made a 
bona fide offer to accept an  assignment  of this Lease on terms  acceptable  to 
LESSEE,  then notice of such proposed  assignment setting forth (i) the name and 
address of such person or entity,  (ii) all of the terms and  conditions of such 
offer and (iii) the  adequate  assurance to be provided by LESSEE to assure such 
person's or entity's future  performance  under this Lease,  including,  without 
limitation,  the assurance  referred to in Section  365(b)(3) of the  Bankruptcy 
Code, or any such successor or substitute  legislation or rule thereto, shall be 
given to LESSOR by  LESSEE no later  than  twenty  (20) days  after  receipt  by 
LESSEE,  but in any  event no later  than ten (10)  days  prior to the date that 
LESSEE shall make application to a 
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court of competent  jurisdiction  for  authority and approval to enter into such 
assignment  and  assumption;  for the purposes of clause (iii) of this sentence, 
the phrase  "adequate  assurance"  shall mean the deposit of cash security in an 
amount equal to the Basic Rent and Additional  Rent payable under this Lease for 
the next  succeeding  twelve (12) months (which annual  Additional Rent shall be 
reasonably estimated by LESSOR). LESSOR shall thereupon have the prior right and 
option,  to be  exercised  by notice to  LESSEE  given at any time  prior to the 
effective  date of such  proposed  assignment,  to accept an  assignment of this 
Lease upon the same terms and conditions and for the same consideration, if any, 
as the bona fide offer made by such person for the assignment of this Lease. Any 
person or entity to which this Lease is assigned  pursuant to the  provisions of 
the Bankruptcy  Code shall be deemed without further act or deed to have assumed 
all of the  obligations  arising  under  this Lease on or after the date of such 
assignment.  Any such assignee shall, upon demand, execute and deliver to LESSOR 
an instrument confirming such assumption. 
 
          16.15 (i) LESSEE may,  without  LESSOR'S prior  consent,  but upon not 
less than fifteen  (15) days' prior  notice to LESSOR,  assign this Lease to, or 
sublet all or part of the Premises to, or permit a portion of the Premises to be 
occupied  by, any  corporation  or other  business  entity  which  controls,  is 
controlled by, or is under common  control with LESSEE (herein  referred to as a 
"related   corporation"),   subject,   however,   to  compliance  with  LESSEE'S 
obligations under this Lease,  provided that (x) such related  corporation's use 
is  consistent  with the uses  permitted  under  this  Lease,  (y) prior to such 
assignment,  subletting or occupancy,  LESSEE  furnishes LESSOR with the name of 
any such related corporation and a written  certification from a duly authorized 
senior officer of LESSEE  certifying to LESSOR that such assignee,  subtenant or 
occupant is a related  corporation  of LESSEE and (z) with  respect to a related 
corporation which is permitted to occupy a portion of the Premises, such related 
corporation  shall  not be  permitted  to  have  an  identification  sign on the 
entrance door to the Premises or on the wall adjacent thereto. From time to time 
during such assignment, subletting or occupancy, upon written request by LESSOR, 
a duly  authorized  senior officer of LESSEE shall certify in writing to LESSOR, 
and shall substantiate by reasonable evidence, that such assignee,  subtenant or 
occupant  continues  to  be a  related  corporation  of  LESSEE.  LESSEE  hereby 
acknowledges and agrees that an assignment of this Lease shall be deemed to have 
occurred at such time as such  assignee,  subtenant  or occupant  ceases to be a 
related  corporation of LESSEE, and that such assignment shall be subject to all 
the provisions of this Article 16 (including, without 
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limitation,  the  obligation  to obtain  LESSOR'S  prior written  consent).  Any 
assignment, subletting or occupancy by a related corporation of LESSEE shall not 
be deemed to relieve,  release,  impair or discharge any of LESSEE'S obligations 
hereunder.   For  the  purposes  hereof,  "control"  shall  be  deemed  to  mean 
possession,  directly  or  indirectly,  of the  power to  direct  or  cause  the 
direction of the management  and policies of such  corporation or other business 
entity, through the ownership of voting securities, by contract, or otherwise. 
 
                    (ii) LESSEE may,  without  LESSOR'S prior consent,  but upon 
not less than fifteen  (15) days' prior  written  notice to LESSOR,  assign this 
Lease and the leasehold  estate  hereby  created to a successor  corporation  of 
LESSEE (as  hereinafter  defined).  A "successor  corporation,"  as used in this 
subsection,  shall mean (x) a corporation or other business entity into which or 
with which LESSEE,  its  successors or assigns,  is merged or  consolidated,  in 
accordance with applicable  statutory provisions for the merger or consolidation 
of  corporations,  provided that by operation of law or by effective  provisions 
contained in the instruments of merger or consolidation,  the liabilities of the 
corporations  or  other  business  entities  participating  in  such  merger  or 
consolidation  are assumed by the corporation or other business entity surviving 
such merger or  consolidation,  or (y) a corporation  or other  business  entity 
acquiring  all or  substantially  all of the  assets of  LESSEE,  its  corporate 
successors or assigns, including the leasehold estate created by this Lease, and 
assuming  the  obligations  of LESSEE  under this  Lease,  or (z) any  corporate 
successor or other business entity successor to a successor corporation becoming 
such by either of the  methods  described  in  subdivisions  (x) and (y)  above; 
provided  that  (1)  such  merger  or  consolidation,  or such  acquisition  and 
assumption,  as the  case  may  be,  is  not  principally  for  the  purpose  of 
transferring  the leasehold  estate created hereby,  and (2)  immediately  after 
giving  effect to any such  merger or  consolidation,  or such  acquisition  and 
assumption, as the case may be, the corporation surviving such merger or created 
by such  consolidation or acquiring such assets and assuming such liabilities as 
the case may be,  shall have a net  worth,  as  determined  in  accordance  with 
generally accepted accounting principles, equal to or greater than the net worth 
of LESSEE as of the effective date of such assignment. 
 
                    (iii) Notwithstanding  anything to the contrary contained in 
this Lease,  the  transfer of the  outstanding  capital  stock of any  corporate 
tenant shall not be deemed an assignment of 
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this Lease if such  transfer  shall be effected by the sale of stock through the 
"over-the-counter-market" or through any recognized stock exchange 
 
                                  ARTICLE 17 
                                  ---------- 
 
                                   CASUALTY 
                                   -------- 
 
          17.1 If there is any damage to or destruction of the Demised Premises, 
LESSEE shall promptly give notice  thereof to LESSOR,  describing the nature and 
extent thereof. 
 
          17.2 If the Demised  Premises are damaged,  but no portion  thereof is 
rendered  untenantable,  and this Lease is not  terminated  pursuant  to Section 
17.4, 17.5 or 17.6 hereof,  LESSOR shall, at its own expense,  cause Restoration 
to be completed  as soon as  reasonably  practicable  but in no event later than 
ninety (90) days from the occurrence,  subject to any Excusable Delays,  and the 
Basic Rent and Additional Rent shall not abate. 
 
          17.3 If the Demised Premises are damaged or destroyed and are rendered 
partially or wholly  untenantable,  and this Lease is not terminated pursuant to 
Section  17.4,  17.5 or 17.6 hereof,  LESSOR  shall,  at its own expense,  cause 
Restoration  to be completed as soon as reasonably  practicable  but in no event 
later than one hundred  eighty  (180) days from the  occurrence,  subject to any 
Excusable  Delays,  and the Basic Rent and  Additional  Rent shall be  equitably 
abated. 
 
          17.4 If, in the sole  opinion of LESSOR,  the  Building  is damaged or 
destroyed and the total cost of Restoration shall amount to thirty percent (30%) 
or  more  of the  full  insurable  value  of the  Building,  LESSOR,  in lieu of 
Restoration,  may elect to terminate  this Lease,  provided  that notice of such 
termination  shall be sent to LESSEE within sixty (60) days after the occurrence 
of such casualty.  If LESSOR  exercises its right to terminate this Lease,  this 
Lease shall cease,  terminate and expire, and all Basic Rent and Additional Rent 
shall be prorated, as of the date of such damage or destruction. 
 
          17.5 If the  Building is damaged or destroyed  and, in the  reasonable 
opinion of LESSOR,  more than one hundred  eighty  (180) days are  necessary  to 
complete  Restoration,  or if  during  the  final  year of the Term the  Demised 
Premises are damaged or destroyed and rendered partially or wholly untenantable, 
LESSOR may elect to terminate  this Lease  provided  notice of such  termination 
shall be sent to LESSEE  within  sixty  (60) days after 
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the occurrence of such casualty. If LESSOR exercises its right to terminate this 
Lease,  this Lease shall  cease,  terminate  and expire,  and all Basic Rent and 
Additional Rent shall be prorated, as of the date of such damage or destruction. 
 
          17.6 LESSOR shall not be required to expend for  Restoration an amount 
in  excess  of (i) the Net  Award  received  by it plus  (ii) the  amount of the 
deductible.  In the  event  such  amount  is not  adequate  or the  holder of an 
Underlying  Encumbrance  elects to retain the Net Award,  LESSOR  shall have the 
right to terminate this Lease provided notice of such termination  shall be sent 
to  LESSEE  within  sixty  (60)  days  after  the  amount  of such Net  Award is 
ascertained, or after the date on which the holder of the Underlying Encumbrance 
notifies LESSOR that it has elected to retain the Net Award,  whichever the case 
may be. If LESSOR exercises its right to terminate this Lease,  this Lease shall 
cease,  terminate and expire,  and all Basic Rent and  Additional  Rent shall be 
prorated, as of the date of such damage or destruction. 
 
                                  ARTICLE 18 
                                  ---------- 
 
                                 CONDEMNATION 
                                 ------------ 
 
          18.1 LESSEE hereby irrevocably  assigns to LESSOR any award or payment 
to which LESSEE  becomes  entitled by reason of any Taking of all or any part of 
the  Demised  Premises,  whether the same shall be paid or payable in respect of 
LESSEE'S leasehold interest hereunder or otherwise,  except that LESSEE shall be 
entitled to any award or payment for the Taking of  LESSEE'S  trade  fixtures or 
personal  property  or for  loss of  business,  relocation  or  moving  expenses 
provided  the amount of the Net Award  payable to LESSOR with respect to the fee 
interest is not diminished.  All amounts payable  pursuant to any agreement with 
any condemning  authority  which have been made in settlement of or under threat 
of any condemnation or other eminent domain  proceeding shall be deemed to be an 
award made in such  proceeding.  LESSEE agrees that this Lease shall control the 
rights of LESSOR and LESSEE in any Net Award and any  contrary  provision of any 
present or future law is hereby waived. 
 
          18.2 In the event of a Taking of the  whole of the  Demised  Premises, 
then the Term shall cease and terminate as of the date when  possession is taken 
by the condemning authority and all Basic Rent and Additional Rent shall be paid 
up to that date. 
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          18.3 In the event of a Taking of thirty  (30%)  percent or more of the 
Demised  Premises,  then, if LESSEE shall determine in good faith and certify to 
LESSOR that because of such Taking,  continuance  of its business at the Demised 
Premises  would be  uneconomical,  LESSEE may,  at any time  either  prior to or 
within a period of sixty  (60)  days  after  the date  when  possession  of such 
Demised  Premises  shall  be  required  by the  condemning  authority,  elect to 
terminate  this Lease.  In the event that LESSEE shall fail to exercise any such 
option to  terminate  this  Lease,  or in the  event of a Taking of the  Demised 
Premises under circumstances under which LESSEE will have no such option,  then, 
and in either of such events, LESSOR shall, subject to the provisions of Section 
18.4, cause Restoration to be completed as soon as reasonably  practicable,  but 
in no case later than ninety (90) days after the date the  condemning  authority 
takes  possession  of such  portion  of the  Demised  Premises,  subject  to any 
Excusable  Delays,  and the Basic Rent and Additional  Rent  thereafter  payable 
during the Term shall be equitably  prorated  based upon the square foot area of 
the Building actually taken. 
 
          18.4 If (a) the Net Award is inadequate to complete Restoration of the 
Demised Premises, or (b) in the case of a Taking of thirty (30%) percent or more 
of the Demised Premises, LESSEE has not elected to terminate this Lease pursuant 
to  Section  18.3  hereof,  then  LESSOR  may  elect  either  to  complete  such 
Restoration or terminate this Lease by giving notice to LESSEE within sixty (60) 
days after (x) the amount of the Net Award is  ascertained or (y) the expiration 
of the sixty (60) day period  within which LESSEE may  terminate  this Lease (as 
described in Section 18.3 hereof), whichever the case may be. In such event, all 
Basic  Rent  and  Additional  Rent  shall  be  apportioned  as of the  date  the 
condemning authority actually takes possession of the Demised Premises. 
 
                                  ARTICLE 19 
                                  ---------- 
 
                              EVENTS OF DEFAULT 
                              ----------------- 
 
          19.1  Any of the  following  occurrences,  conditions  or  acts  shall 
constitute an "Event of Default" under this Lease: 
 
               (a) If LESSEE  shall  default in making  payment  when due of any 
Basic Rent,  Additional  Rent or other amount payable by LESSEE  hereunder,  and 
such default shall continue for five (5) days; or 
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               (b) if LESSEE shall fail to take actual  occupancy of the Demised 
Premises within ninety (90) days after the Commencement Date or shall thereafter 
vacate the Demised Premises for a period in excess of sixty (60) days; provided, 
however,  in the event LESSEE is required to vacate the entire Demised  Premises 
as a result  of a  casualty,  an Event of  Default  shall  not be deemed to have 
occurred  unless LESSEE fails to take actual  occupancy of the Demised  Premises 
within ninety (90) days after the Restoration has been substantially  completed; 
or 
 
               (c) if the Demised  Premises  shall be  abandoned by LESSEE for a 
period of thirty (30) consecutive days; or 
 
               (d)  if  LESSEE  or  any  Guarantor  shall  file  a  petition  in 
bankruptcy pursuant to the Bankruptcy Code or under any similar federal or state 
law, or shall be adjudicated a bankrupt or become insolvent, or shall commit any 
act of  bankruptcy  as  defined  in any such law,  or shall  take any  action in 
furtherance of any of the foregoing; or 
 
               (e)  if a  petition  or  answer  shall  be  filed  proposing  the 
adjudication of LESSEE or any Guarantor as a bankrupt pursuant to the Bankruptcy 
Code or any similar federal or state law, and (i) LESSEE or such Guarantor shall 
consent to the filing  thereof,  or (ii) such  petition  or answer  shall not be 
discharged or denied within sixty (60) days after the filing thereof; or 
 
               (f) if a  receiver,  trustee  or  liquidator  (or  other  similar 
official)  of  LESSEE or any  Guarantor  or of all or  substantially  all of its 
business  or  assets  or of the  estate or  interest  of  LESSEE in the  Demised 
Premises  shall be appointed and shall not be discharged  within sixty (60) days 
thereafter or if LESSEE or such Guarantor  shall consent to or acquiesce in such 
appointment; or 
 
               (g) if the estate or interest  of LESSEE in the Demised  Premises 
shall be levied upon or attached in any proceeding and such process shall not be 
vacated or discharged within sixty (60) days after such levy or attachment; or 
 
               (h) if  LESSEE  shall  use or  suffer  or  permit  the use of the 
Demised  Premises  or any part  thereof  for any  purpose  other than  expressly 
specified in Section 8.1; or 
 
               (i) if  LESSEE  fails to  comply  with any of the  provisions  of 
Article 11; or 
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               (j) if LESSEE fails to discharge  any Lien within the time period 
set forth in Article 12; or 
 
               (k) if LESSEE fails to maintain the insurance  required  pursuant 
to Article 14, or LESSEE fails to deliver to LESSOR the  insurance  certificates 
required by Article 14 within the time periods set forth in Section 14.1(c); or 
 
               (l) if LESSEE fails to deliver to LESSOR the estoppel certificate 
required by Article 15 within the time period set forth therein; or 
 
               (m) if LESSEE assigns this Lease or sublets all or any portion of 
the Demised Premises without complying with all the provisions of Article 16; or 
 
               (n) if  LESSEE  fails to  deliver  to  LESSOR  the  subordination 
agreement required by Section 23.l within the time period set forth therein; or 
 
               (o) if  LESSEE  fails  to  comply  with any  Legal  or  Insurance 
after  LESSOR  shall have given  notice to LESSEE  specifying  such  default and 
demanding that the same be cured; or 
 
               (p) if LESSEE shall default in the  observance or  performance of 
any provision of this Lease other than those  provisions  contemplated by clause 
(a) through  (o),  inclusive,  of this  Section  19.1,  and such  default  shall 
continue  for thirty (30) days after  LESSOR  shall have given  notice to LESSEE 
specifying  such  default  and  demanding  that the same be cured  (unless  such 
default cannot be cured by the payment of money and cannot with due diligence be 
wholly cured within such period of thirty (30) days,  in which case LESSEE shall 
have such longer  period as shall be necessary  to cure the default,  so long as 
LESSEE  proceeds  promptly  to cure the same within such thirty (30) day period, 
prosecutes  the cure to completion  with due  diligence and advises  LESSOR from 
time to time, upon LESSOR'S  request,  of the actions which LESSEE is taking and 
the progress being made); or 
 
               (q) if any Guarantor  defaults  under the terms and conditions of 
the  guaranty  delivered  to  LESSOR,  and such  default  continues  beyond  any 
applicable  cure  period  contained  therein,  or if any of the  representations 
and/or  warranties made by any Guarantor are untrue or materially  misleading as 
of the date of the guaranty delivered to LESSOR. 
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                                  ARTICLE 20 
                                  ---------- 
 
                      CONDITIONAL LIMITATIONS; REMEDIES 
                      --------------------------------- 
 
          20.1 This Lease and the Term and estate hereby  granted are subject to 
the  limitation  that  whenever an Event of Default  shall have  happened and be 
continuing,  LESSOR shall have the right,  at its  election,  then or thereafter 
while any such Event of Default shall continue and notwithstanding the fact that 
LESSOR  may have some other  remedy  hereunder  or at law or in equity,  to give 
LESSEE  written  notice of LESSOR'S  intention to terminate this Lease on a date 
specified in such notice,  which date shall be not less than five (5) days after 
the giving of such notice,  and upon the date so  specified,  this Lease and the 
estate hereby  granted shall expire and terminate with the same force and effect 
as if the date specified in such notice were the date hereinbefore fixed for the 
expiration  of this Lease,  and all right of LESSEE  hereunder  shall expire and 
terminate,  and  LESSEE  shall be  liable  as  hereinafter  in this  Article  20 
provided.  If any such  notice  is given,  LESSOR  shall  have,  on such date so 
specified,  the right of re-entry and possession of the Demised Premises and the 
right to remove all persons and property therefrom and to store such property in 
a warehouse  or  elsewhere  at the risk and  expense,  and for the  account,  of 
LESSEE. Should LESSOR elect to re-enter as herein provided or should LESSOR take 
possession  pursuant to legal proceedings or pursuant to any notice provided for 
by law,  LESSOR may from time to time  re-let the  Demised  Premises or any part 
thereof for such term or terms and at such rental or rentals and upon such terms 
and conditions as LESSOR may deem advisable,  with the right to make alterations 
in and repairs to the Demised Premises. 
 
          20.2 In the event of any  termination of this Lease as in this Article 
20 provided or as required or permitted by law,  LESSEE shall forthwith quit and 
surrender  the Demised  Premises  to LESSOR,  and LESSOR  may,  without  further 
notice,  enter  upon,  re-enter,  possess  and  repossess  the  same by  summary 
proceedings,  ejectment or  otherwise,  and again have,  repossess and enjoy the 
same as if this  Lease had not been made,  and in any such  event  LESSEE and no 
person claiming  through or under LESSEE by virtue of any law or an order of any 
court shall be entitled to  possession or to remain in possession of the Demised 
Premises but shall forthwith quit and surrender the Demised Premises, and LESSOR 
at its option  shall  forthwith,  notwithstanding  any other  provision  of this 
Lease, be entitled to recover from LESSEE,  as and for liquidated  damages,  the 
sum of: 
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               (a) all Basic Rent,  Additional Rent and other amounts payable by 
LESSEE hereunder then due or accrued and unpaid, and 
 
               (b) for loss of the bargain,  an amount equal to the aggregate of 
all unpaid Basic Rent and Additional  Rent which would have been payable if this 
Lease  had not been  terminated  prior to the end of the  Term  then in  effect, 
discounted  to its then present  value in  accordance  with  accepted  financial 
practice using a rate equal to six percent (6%) per annum; and 
 
               (c) all other damages and expenses (including attorneys' fees and 
expenses),  which  LESSOR  shall have  sustained  by reason of the breach of any 
provision of this Lease. 
 
          20.3 Nothing  herein  contained  shall limit or prejudice the right of 
LESSOR, in any bankruptcy or insolvency  proceeding,  to prove for and obtain as 
liquidated  damages by reason of such termination an amount equal to the maximum 
allowed by any bankruptcy or insolvency proceedings,  or to prove for and obtain 
as  liquidated  damages by reason of such  termination,  an amount  equal to the 
maximum  allowed by any  statute or rule of law  whether  such  amount  shall be 
greater or less than the excess referred to above. 
 
          20.4 In the event that LESSEE  should  abandon  the Demised  Premises, 
LESSOR may, at its option and for so long as LESSOR does not terminate  LESSEE'S 
right to  possession  of the  Demised  Premises,  enforce  all of its rights and 
remedies  under  this  Lease,  including  the right to recover  all Basic  Rent, 
Additional  Rent and other payments as they become due hereunder.  Additionally, 
LESSOR  shall be entitled to recover  from LESSEE all costs of  maintenance  and 
preservation of the Demised Premises,  and all costs,  including  attorneys' and 
receiver's  fees,  incurred in connection with the appointment of or performance 
by a receiver to protect the Demised  Premises and LESSOR'S  interest under this 
Lease. 
 
          20.5  Nothing  herein shall be deemed to affect the right of LESSOR to 
indemnification pursuant to Section 14.4 of this Lease. 
 
          20.6 At the  request  of  LESSOR  upon the  occurrence  of an Event of 
Default,  LESSEE will quit and surrender  the Demised  Premises to LESSOR or its 
agents, and LESSOR may without further notice enter upon, re-enter and repossess 
the Demised Premises by summary proceedings,  ejectment or otherwise.  The words 
"enter", 
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"re-enter", and "re-entry" are not restricted to their technical legal meanings. 
 
          20.7 If either LESSOR or LESSEE shall be in default in the  observance 
or  performance  of any provision of this Lease,  and an action shall be brought 
for the enforcement  thereof in which it shall be determined that said party was 
in  default,  the  defaulting  party shall pay to the  non-defaulting  party all 
reasonable fees, costs and other expenses incurred by the  non-defaulting  party 
in connection  therewith,  including reasonable attorneys' fees and expenses. In 
the event it is  determined  that said party was not in default,  then the party 
alleging said default shall pay to the other party all the aforesaid  reasonable 
fees, costs and expenses incurred by said party. 
 
          20.8 If LESSEE shall default in the keeping, observance or performance 
of any  covenant,  agreement,  term,  provision or condition  herein  contained, 
LESSOR,  without  thereby  waiving  such  default,  may perform the same for the 
account and at the expense of LESSEE (a)  immediately or at any time  thereafter 
and without  notice in the case of emergency or in case such default will result 
in a violation of any Legal or Insurance  Requirement,  or in the  imposition of 
any Lien against all or any portion of the Premises and (b) in any other case if 
such  default  continues  after  thirty (30) days from the date of the giving by 
LESSOR to LESSEE of notice of LESSOR'S  intention  so to perform  the same.  All 
costs and expenses incurred by LESSOR in connection with any such performance by 
it for the  account  of  LESSEE  and  also all  costs  and  expenses,  including 
attorneys' fees and disbursements incurred by LESSOR in any action or proceeding 
(including any summary dispossess  proceeding)  brought by LESSOR to enforce any 
obligation  of  LESSEE  under  this  Lease  and/or  right of LESSOR in or to the 
Demised Premises, shall be paid by LESSEE to LESSOR upon demand. 
 
          20.9  Except as  otherwise  provided  in this  Article 20, no right or 
remedy herein  conferred  upon or reserved to LESSOR or LESSEE is intended to be 
exclusive  of any other  right or remedy,  and every  right and remedy  shall be 
cumulative and in addition to any other legal or equitable right or remedy given 
hereunder, or now or hereafter existing. No waiver by LESSOR or by LESSEE of any 
provision  of this Lease shall be deemed to have been made unless  expressly  so 
made in writing. LESSOR and LESSEE shall be entitled, to the extent permitted by 
law, to injunctive  relief in case of the violation,  or attempted or threatened 
violation, of any provision of this Lease, or to a decree compelling observance 
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or  performance  of any  provision  of this  Lease,  or to any  other  legal  or 
equitable remedy. 
 
                                  ARTICLE 21 
                                  ---------- 
 
                       ACCESS; RESERVATION OF EASEMENTS 
                       -------------------------------- 
 
          21.1 LESSOR and  LESSOR'S  agents and  representatives  shall have the 
right to enter into or upon the Demised  Premises,  or any part thereof,  at all 
reasonable hours for the following purposes: (1) examining the Demised Premises; 
(2) making such repairs or  alterations  therein as may be necessary in LESSOR'S 
sole  judgment  for the safety and  preservation  of the Demised  Premises;  (3) 
erecting,  maintaining,  repairing or replacing  wires,  cables,  ducts,  pipes, 
conduits,  vents or plumbing  equipment  running in, to or through the Building; 
(4) showing the Demised  Premises  to  prospective  new tenants  during the last 
twelve (12) months of the Term; or (5) showing the Demised  Premises  during the 
Term to any mortgagees or prospective  purchasers of the Premises.  LESSOR shall 
give LESSEE three (3) business days prior written  notice before  commencing any 
non-emergency repair or alteration. 
 
          21.2 LESSOR may enter upon the Demised Premises at any time in case of 
emergency without prior notice to LESSEE. 
 
          21.3 LESSOR,  in  exercising  any of its rights under this Article 21, 
shall  not be deemed  guilty  of an  eviction,  partial  eviction,  constructive 
eviction or  disturbance  of LESSEE'S use or possession of the Demised  Premises 
and shall not be liable to LESSEE for same. 
 
          21.4 All work performed by or on behalf of LESSOR in or on the Demised 
Premises  pursuant  to this  Article  21  shall  be  performed  with  as  little 
inconvenience to LESSEE'S business as is reasonably possible. 
 
          21.5 LESSEE shall not change any locks or install any additional locks 
on doors entering into the Building without  immediately giving to LESSOR a copy 
of any such lock key. If in an  emergency  LESSOR is unable to gain entry to the 
Building by unlocking  entry doors thereto,  LESSOR may force or otherwise enter 
the Building,  without liability to LESSEE for any damage resulting  directly or 
indirectly  therefrom.  LESSEE shall be responsible  for all damages  created or 
caused by its failure to give LESSOR a copy of any key to any lock  installed by 
LESSEE controlling entry to the Building. 
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          21.6 LESSOR  reserves the right,  from time to time,  to make changes, 
alterations, additions, improvements, repairs or replacements in or to (i) those 
portions of the Demised  Premises  which  LESSOR is  obligated  to maintain  and 
repair  pursuant to the provisions of Section 7.3 and (ii) to the other portions 
of the Demised  Premises and to the  fixtures  and  equipment in the Building as 
LESSOR  may  reasonably  deem  necessary  to comply  with any  applicable  Legal 
Requirements  and/or to correct any unsafe condition;  provided,  however,  that 
there be no  unreasonable  obstruction  of the means of  access  to the  Demised 
Premises or unreasonable  interference with LESSEE'S use of the Demised Premises 
and the usable  square foot area of the  Building is not  unreasonably  affected 
thereby.  Nothing contained in this Article shall be deemed to relieve LESSEE of 
any duty,  obligation  or liability of LESSEE with respect to making any repair, 
replacement or improvement or complying with any applicable Legal Requirements. 
 
                                  ARTICLE 22 
                                  ---------- 
 
                           ACCORD AND SATISFACTION 
                           ----------------------- 
 
          The  receipt  by LESSOR  of any  installment  of Basic  Rent or of any 
Additional  Rent  with  knowledge  of a default  by  LESSEE  under the terms and 
conditions  of this  Lease  shall  not be deemed a waiver  of such  default.  No 
payment by LESSEE or receipt by LESSOR of a lesser  amount  than the rent herein 
stipulated  shall  be  deemed  to be  other  than  on  account  of the  earliest 
stipulated  rent,  nor shall any  endorsement  or  statement on any check or any 
letter  accompanying  any check or  payment  as rent be  deemed  an  accord  and 
satisfaction,  and LESSOR may accept such check or payment without  prejudice to 
LESSOR'S right to recover the balance of such rent or pursue any other remedy in 
this Lease provided. 
 
                                  ARTICLE 23 
                                  ---------- 
 
                                SUBORDINATION 
                                ------------- 
 
          23.1 This Lease and the term and estate  hereby  granted are and shall 
be subject and  subordinate to the lien of each mortgage which may now or at any 
time  hereafter  affect all or any portion of the Premises or LESSOR'S  interest 
therein and to all ground leases which may now or at any time  hereafter  affect 
all or any portion of the  Premises  (any such  mortgage  or ground  lease being 
herein called an  "Underlying  Encumbrance").  The foregoing  provisions for the 
subordination  of this  Lease  and the  term and  estate  hereby  granted  to an 
Underlying  Encumbrance shall be self- 
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operative  and no  further  instrument  shall be  required  to  effect  any such 
subordination;  provided,  however,  at any time and from time to time, upon not 
less  than  ten (10)  days'  prior  notice  by  LESSOR,  LESSEE  shall  execute, 
acknowledge and deliver to LESSOR any and all reasonable instruments that may be 
necessary or proper to effect such  subordination  or to confirm or evidence the 
same. 
 
          23.2 If all or any portion of LESSOR'S estate in the Premises shall be 
sold or conveyed to any person,  firm or  corporation  upon the  exercise of any 
remedy  provided for in any mortgage or by law or equity,  such person,  firm or 
corporation and each person,  firm or corporation  thereafter  succeeding to its 
interest  in the  Premises  (a) shall not be liable for any act or  omission  of 
LESSOR under this Lease  occurring  prior to such sale or conveyance,  (b) shall 
not be subject to any offset,  defense or  counterclaim  accruing  prior to such 
sale or conveyance,  (c) shall not be bound by any payment prior to such sale or 
conveyance of Basic Rent,  Additional  Rent or other  payments for more than one 
month  in  advance  (except  prepayments  in the  nature  of  security  for  the 
performance by LESSEE of its obligations hereunder), and (d) shall be liable for 
the keeping,  observance  and  performance of the other  covenants,  agreements, 
terms,  provisions and  conditions to be kept,  observed and performed by LESSOR 
under this Lease only during the period such person,  firm or corporation  shall 
hold such interest. 
 
          23.3 In the event of an act or  omission  by LESSOR  which  would give 
LESSEE  the  right  to  terminate  this  Lease or to  claim a  partial  or total 
eviction,  LESSEE will not  exercise  any such right until it has given  written 
notice of such act or omission,  or, in the case of the Demised  Premises or any 
part thereof  becoming  untenantable  as the result of damage from fire or other 
casualty,  written notice of the occurrence of such damage, to the holder of any 
Underlying  Encumbrance  whose  name and  address  shall  previously  have  been 
furnished to LESSEE in writing,  by delivering such notice of such act, omission 
or damage  addressed to such holder at said address or if such holder  hereafter 
furnishes  another  address  to LESSEE in  writing  at the last  address of such 
holder so furnished to LESSEE,  and, unless otherwise  provided herein,  until a 
reasonable  period for remedying such act, omission or damage shall have elapsed 
following such giving of such notice,  provided any such holder, with reasonable 
diligence,  shall,  following  the giving of such  notice,  have  commenced  and 
continued  to  remedy  such act,  omission  or damage or to cause the same to be 
remedied. 
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          23.4 If, in connection  with  obtaining  financing for the Premises or 
refinancing  any mortgage  encumbering  the  Premises,  the  prospective  lender 
requests reasonable modifications to this Lease as a condition precedent to such 
financing  or  refinancing,  then  LESSEE  hereby  covenants  and  agrees not to 
unreasonably  withhold,  delay or condition  its consent to such  modifications, 
provided  such  modifications  do not  materially  increase  LESSEE'S  financial 
obligations hereunder and do not materially reduce LESSEE'S rights hereunder. 
 
                                  ARTICLE 24 
                                  ---------- 
 
                               LESSEE'S REMOVAL 
                               ---------------- 
 
          24.1 Upon the expiration or earlier  termination of this Lease, LESSEE 
shall surrender the Demised Premises to LESSOR in the condition same is required 
to be  maintained  under  Article 7 of this Lease and broom clean.  Any personal 
property  which  shall  remain  in any part of the  Demised  Premises  after the 
expiration  or earlier  termination  of this Lease  shall be deemed to have been 
abandoned,  and  either  may be  retained  by LESSOR as its  property  or may be 
disposed  of in such  manner as LESSOR  may see fit;  provided,  however,  that, 
notwithstanding  the  foregoing,  LESSEE  will,  upon request of LESSOR made not 
later than thirty (30) days after the expiration or earlier  termination of this 
Lease, promptly remove from the Demised Premises any such personal property. 
 
          24.2 If, at any time  during  the last  three (3)  months of the Term, 
LESSEE shall not occupy any part of the Demised  Premises in connection with the 
conduct of its business,  LESSOR may elect, at its option, to enter such part of 
the  Demised  Premises  to alter  and/or  redecorate  such  part of the  Demised 
Premises, and LESSEE hereby irrevocably grants to LESSOR a license to enter such 
part  of the  Demised  Premises  in  connection  with  such  alterations  and/or 
redecorations. LESSOR'S exercise of such right shall not relieve LESSEE from any 
of its obligation under this Lease. 
 
          24.3 If LESSEE holds over  possession of the Demised  Premises  beyond 
the  Termination  Date, such holding over shall not be deemed to extend the Term 
or renew  this  Lease but such  holding  over  shall  continue  upon the  terms, 
covenants and conditions of this Lease except that LESSEE agrees that the charge 
for use and occupancy of the Demised Premises for each calendar month or portion 
thereof  that LESSEE  holds over (even if such part shall be one day) shall be a 
liquidated sum equal to one-twelfth (1/12th) of two (2) times the Basic Rent and 
Additional Rent required to be 
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paid by LESSEE during the calendar  year  preceding the  Termination  Date.  The 
parties recognize and agree that the damage to LESSOR resulting from any failure 
by  LESSEE  to timely  surrender  possession  of the  Demised  Premises  will be 
extremely  substantial,  will  exceed the amount of the  monthly  Basic Rent and 
Additional Rent payable hereunder and will be impossible to accurately  measure. 
If the Demised  Premises are not surrendered  upon the expiration of this Lease, 
LESSEE shall  indemnify,  defend and hold  harmless  LESSOR  against any and all 
losses and liabilities resulting therefrom,  including,  without limitation, any 
claims made by any succeeding  tenant founded upon such delay, so long as LESSOR 
has  notified  LESSEE  that  LESSOR  has  executed  a lease or  other  occupancy 
agreement for all or any portion of the Demised  Premises.  Nothing contained in 
this  Lease  shall be  construed  as a consent  by LESSOR  to the  occupancy  or 
possession by LESSEE of the Demised  Premises beyond the  Termination  Date, and 
LESSOR,  upon said  Termination  Date,  shall be  entitled to the benefit of all 
legal remedies that now may be in force or may be hereafter  enacted relating to 
the  immediate  repossession  of the Demised  Premises.  The  provisions of this 
Article shall survive the expiration or sooner termination of this Lease. 
 
                                  ARTICLE 25 
                                  ---------- 
 
                                   BROKERS 
                                   ------- 
 
          LESSEE  represents  to LESSOR  that LESSEE has not dealt with any real 
estate broker or sales  representative in connection with this transaction other 
than Jacobson,  Goldfarb & Tanzman Company,  LLC; the phrase "real estate broker 
or sales  representative"  shall be  deemed  to  include  any  finder/consultant 
retained by LESSEE,  but whose fees are to be paid by LESSOR.  LESSEE  agrees to 
indemnify and hold harmless LESSOR,  LESSOR'S managing agent, and the respective 
directors, officers, employees and partners of the foregoing entities, or of any 
partner of the foregoing  entities,  from and against any threatened or asserted 
claims,  liabilities,  losses or judgments (including reasonable attorneys' fees 
and disbursements) by any real estate broker or sales representative (other than 
those set forth  above) based on alleged  contacts  between such broker or sales 
representative and LESSEE which have resulted in allegedly providing such broker 
or sales  representative with the right to claim a commission or finder's fee in 
connection  with this Lease.  The  provisions  of this Article shall survive the 
expiration or sooner termination of this Lease. 
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                                  ARTICLE 26 
                                  ---------- 
 
                                   NOTICES 
                                   ------- 
 
          All  notices,  demands,   requests,   consents,   approvals,   offers, 
statements and other instruments or  communications  required or permitted to be 
given hereunder (i) shall be in writing, (ii) shall be addressed as set forth in 
the next  succeeding  sentence,  or to such other  address as either party shall 
designate to the other in writing, (iii) shall be delivered personally, or shall 
be sent by a nationally  recognized  overnight courier service, or shall be sent 
by first class registered or certified mail, postage prepaid,  and (iv) shall be 
deemed given hereunder (x) on the delivery thereof if sent by personal  delivery 
or by a nationally  recognized  overnight courier service or (y) upon receipt or 
non-acceptance  by the addressee if sent by first class  registered or certified 
mail.  All  such  notices,  demands,  requests,  consents,   approvals,  offers, 
statements and other instruments or communications  shall be addressed to LESSEE 
at the Demised Premises (Plaza I, 303 George Street,  New Brunswick,  New Jersey 
08901,  to the  attention of  ________________),  with a copy to Stuart  Dember, 
Esq., Hale & Dorr LLP, 650 College Road East,  Princeton,  New Jersey 08540, and 
shall be addressed to LESSOR to the address for LESSOR set forth above. 
 
                                  ARTICLE 27 
                                  ---------- 
 
                        NATURE OF LESSOR'S OBLIGATIONS 
                        ------------------------------ 
 
          Anything in the Lease to the contrary notwithstanding,  no recourse or 
relief  shall be had under any rule of law,  statute or  constitution  or by any 
enforcement  of any  assessments  or  penalties,  or otherwise or based on or in 
respect  of this  Lease  (whether  by  breach  of any  obligation,  monetary  or 
non-monetary),   against  LESSOR,   it  being  expressly   understood  that  all 
obligations  of LESSOR  under or relating  to this Lease are solely  obligations 
payable  out of  the  Premises  and  are  compensable  solely  therefrom.  It is 
expressly  understood that all such liability is and is being  expressly  waived 
and  released as a condition  of and as a condition  for the  execution  of this 
Lease,  and  LESSEE  expressly  waives  and  releases  all such  liability  as a 
condition of, and as a consideration for, the execution of this Lease by LESSOR. 
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                                  ARTICLE 28 
                                  ---------- 
 
                               SECURITY DEPOSIT 
                               ---------------- 
 
          28.1. (a) Concurrently with the execution of this Lease,  LESSEE shall 
deposit  with  LESSOR  the sum of  $7,187.25,  the same to be held by  LESSOR as 
security  for the full and  faithful  performance  by  LESSEE  of the  terms and 
conditions  by it to be observed  and  performed  hereunder.  If any Basic Rent, 
Additional  Rent or other sum  payable by LESSEE to LESSOR  becomes  overdue and 
remains  unpaid,  or should  LESSOR make any  payments  on behalf of LESSEE,  or 
should  LESSEE  fail to perform any of the terms and  conditions  of this Lease, 
then  LESSOR,  at its option,  and without  prejudice  to any other remedy which 
LESSOR may have on account thereof, shall appropriate and apply said deposit, or 
so much thereof as may be required to  compensate  or reimburse  LESSOR,  as the 
case may be, toward the payment of Basic Rent, Additional Rent or other such sum 
payable  hereunder,  or loss or damage  sustained by LESSOR due to the breach or 
failure to perform on the part of LESSEE, and upon demand,  LESSEE shall restore 
such security to the original sum deposited. 
 
               (b) LESSEE  hereby  agrees that the security  deposit shall equal 
three (3) month's Basic Rent at all times during the Term,  and LESSEE agrees to 
deposit  with LESSOR  such  additional  sum as may be  required to satisfy  such 
requirement within thirty (30) days after any increase in the Basic Rent. 
 
          28.2  Conditioned  upon the full  compliance  by  LESSEE of all of the 
terms of this Lease,  and the prompt payment of all sums due  hereunder,  as and 
when they fall due,  said  deposit  shall be returned  in full to LESSEE  within 
fifteen (15) days after the end of the Term. 
 
          28.3 In the event of  bankruptcy or other  debtor-creditor  proceeding 
against LESSEE, such security deposit shall be deemed to be applied first to the 
payment of rent and other  charges due LESSOR for all periods prior to filing of 
such proceedings. 
 
          28.4 In the event of any  transfer  of title to the  Premises,  or any 
assignment of LESSOR'S interest under this Lease, LESSOR shall have the right to 
transfer the security  deposit to said transferee or assignee,  and LESSOR shall 
thereupon  be  released  by LESSEE  from all  liability  for the  return of such 
security deposit. In such event, LESSEE agrees to look to the new lessor for the 
return of the security deposit.  It is hereby agreed that the provisions of this 
Section shall apply to every 
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transfer or assignment made of the security deposit to a new lessor. 
 
                                  ARTICLE 29 
                                  ---------- 
 
                                MISCELLANEOUS 
                                ------------- 
 
          29.1 This Lease may not be amended, modified or nor may any obligation 
hereunder be waived, orally, and no such amendment, modification, termination or 
waiver,  shall be  effective  unless in writing and signed by the party  against 
whom  enforcement  thereof is sought.  No waiver by LESSOR of any  obligation of 
LESSEE  hereunder  shall  be  deemed  to  constitute  a  waiver  of  the  future 
performance of such obligation by LESSEE.  If any provision of this Lease or any 
application  thereof  shall be invalid or  unenforceable,  the remainder of this 
Lease and any other application of such provision shall not be affected thereby. 
This Lease shall be binding upon and inure to the benefit of and be  enforceable 
by the  respective  successors  and  assigns of the  parties  hereto,  except as 
provided in Article 16. Upon due  performance of the covenants and agreements to 
be performed by LESSEE under this Lease,  LESSOR covenants that LESSEE shall and 
may at all times peaceably and quietly have, hold and enjoy the Demised Premises 
during  the  Term.  The  table of  contents  and the  article  headings  are for 
convenience  of  reference  only and  shall not limit or  otherwise  affect  the 
meaning hereof.  Schedules A, B, C, D and E annexed hereto are incorporated into 
this Lease. This Lease will be simultaneously  executed in several counterparts, 
each of which when so executed  and  delivered,  shall  constitute  an original, 
fully enforceable  counterpart for all purposes. This Lease shall be governed by 
and construed in accordance with the laws of the State of New Jersey. 
 
          29.2 No act or thing done by LESSOR or LESSOR'S agents during the Term 
shall be deemed an  acceptance  of a surrender of the Demised  Premises,  and no 
agreement to accept such  surrender  shall be valid unless in writing and signed 
by LESSOR.  No employee of LESSOR or LESSOR'S agents shall have any authority to 
accept the keys to the Demised  Premises prior to the  Termination  Date and the 
delivery of keys to any employee of LESSOR or LESSOR'S  agents shall not operate 
as an acceptance of a termination  of this Lease or an acceptance of a surrender 
of the Demised Premises. 
 
          29.3  LESSOR'S  failure  during the Term to prepare and deliver any of 
the  statements,  notices or bills set forth in this Lease  shall not in any way 
cause LESSOR to forfeit or  surrender 
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its rights to collect any amount that may have become due and owing to it during 
the Term. 
 
          29.4 (a) LESSOR  hereby  reserves the right,  at its sole  option,  to 
relocate LESSEE to other space within the Building (the "New Space") at any time 
during the Term so long as the following preconditions are satisfied: 
 
                    (i) The rentable square footage of the New Space is the same 
as, or no more than 100 square feet of larger than, the rentable  square footage 
of the Demised Premises; and 
 
                    (ii) LESSOR, at its sole cost and expense, has completed the 
New Space and has prepared the same for LESSEE'S  occupancy so that the level of 
finish  therein is  reasonably  comparable to the level of finish of the Demised 
Premises. 
 
If LESSOR  elects to exercise  its  relocation  right,  LESSOR  agrees to notify 
LESSEE of said exercise and of the estimated date of the relocation,  which date 
shall not be less than sixty (60) days after the date of LESSOR'S notice. 
 
               (b) Within  twenty (20) days  following the giving by LESSOR of a 
notice stating that the rentable  square footage of the New Space satisfies that 
requirement  of clause  (a)(i)  above  and that the New  Space is  substantially 
completed in accordance with the  requirements  of clause (a)(ii) above,  LESSEE 
shall vacate the Demised Premises and move into the New Space.  LESSOR agrees to 
reimburse  LESSEE for all  reasonable  costs and expenses  incurred by LESSEE in 
connection with (i) moving its equipment,  furniture and other personal property 
from the Demised  Premises to the New Space,  (ii)  installing its telephone and 
computer systems in the New Space and (iii) installing its  identification  sign 
at the entrance to the New Space; said reimbursement shall be made within thirty 
(30) days following LESSOR'S receipt of evidence  reasonably  satisfactory to it 
setting forth in reasonable detail the costs and expenses incurred by LESSEE and 
a description of services performed. 
 
               (c) In the event LESSOR  exercises its right to relocate  LESSEE, 
LESSOR and LESSEE  hereby  agree,  within  twenty (20) days after  LESSEE  takes 
possession of the New Space,  to promptly  amend those  provisions of this Lease 
which are  affected by the  relocation  and the change,  if any, in the rentable 
square footage. If the amount of the Basic Rent and LESSEE'S 
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Proportionate Share are affected,  the Basic Rent and Additional Rent payable or 
paid for the  calendar  month in which the move to the New Space occurs shall be 
equitably  adjusted,  and LESSEE shall pay to LESSOR any balance owing to LESSOR 
within five (5) business days after the date LESSEE takes  possession of the New 
Space,  or  alternatively,  LESSOR shall reimburse to LESSEE any monies owing to 
LESSEE within five (5) business  days after the date LESSEE takes  possession of 
the New Space. 
 
               (d) After  LESSEE  takes  possession  of the New Space,  the term 
"Demised  Premises",  as used in this  Lease,  shall be  deemed  to refer to and 
include the New Space. 
 
          29.5 LESSOR  shall have the right,  at any time and from time to time, 
to request  financial  information  from LESSEE.  LESSEE  agrees to deliver such 
financial  information to LESSOR within fifteen (15) days after LESSEE'S receipt 
of said  request  so  long as such  information  is  reasonable  and is  readily 
available. LESSOR agrees not to request such financial information more than one 
(1) time during each calendar year occurring during the Term; provided, however, 
LESSOR may request such information in connection with (i) any sale, transfer or 
other disposition of LESSOR'S interest in the Premises and/or the Building, (ii) 
any financing or  refinancing  of the Premises and (iii) any  assignment of this 
Lease by LESSEE or any subletting of all or any portion of the Demised  Premises 
by LESSEE notwithstanding any prior request by LESSOR in said calendar year. 
 
          29.6 (a) LESSOR hereby  advises LESSEE that the parking area servicing 
the Building at present  consists of an upper lot and a lower lot located in the 
rear of the  Building  (the  "Lots").  LESSEE  acknowledges  that  the  Lots are 
currently open to the public and service all of the tenants of the Building,  at 
rates  established from time to time by the operator of the Lots.  LESSEE agrees 
to  observe,  and to cause  LESSEE'S  employees  to observe,  reasonable  safety 
precautions  in the use of the  automobile  parking  spaces in the Lots,  and to 
comply with,  and to cause  LESSEE'S  employees to comply with,  all  reasonable 
rules and regulations promulgated from time to time by LESSOR or the operator of 
the Lots, including, but not limited to, the prohibition of overnight parking. 
 
               (b) LESSEE  acknowledges  that if a tenant of the Building uses a 
disproportionate number of spaces in the Lots, the other tenants of the Building 
may not have sufficient  parking for their employees and invitees.  Accordingly, 
LESSEE  agrees  that,  upon the  written  request of LESSOR,  it shall cause 
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its  officers,  employees,  agents and invitees to park in no more than five (5) 
spaces  in the  Lots,  notwithstanding  the  fact  that the Lots are open to the 
general public. The failure of LESSEE to comply with the terms and provisions of 
this Section  29.6 shall be deemed to be a default by LESSEE of its  obligations 
hereunder and, in such event, LESSOR shall have the right to exercise any rights 
or remedies it may have under  Article 19 above,  including the  termination  of 
this Lease. 
 
               (c) LESSOR does not assume any responsibility  for, and shall not 
be held liable for, any damage or loss to any  automobiles  parking in the Lots, 
or to any personal property located therein. 
 
               (d) Nothing in this Lease shall be construed  (i) to grant LESSEE 
the right to use any parking spaces in the Lots or any other rights with respect 
to the Lots, (ii) as a representation,  warranty or agreement that the Lots will 
continue to be operated as public parking facilities or (iii) to obligate LESSOR 
to police  or  otherwise  control  the use of the Lots by other  tenants  of the 
Building or third  parties.  If LESSEE  desires to utilize any parking spaces in 
the Lots,  LESSEE  shall  enter into a  separate  agreement  with  LESSOR or the 
operator of the Lots for such parking spaces;  provided,  however,  that nothing 
contained  in this Lease  shall be  construed  as an  obligation  on the part of 
LESSOR or the operator of the Lots to enter into any such agreement with LESSEE. 
 
          29.7 LESSEE shall be entitled (i) to use LESSEE'S  Proportionate Share 
of the spaces  available on the office  building  directory  located on the main 
floor of the Building and (ii) to use  LESSEE'S  pro rata share  (determined  by 
dividing the rentable  square  footage of the Demised  Premises by the aggregate 
rentable  square footage of the 4th floor) of the spaces  available on the floor 
directory  located  in the  elevator  lobby  on the  fourth  (4th)  floor of the 
Building. LESSOR shall pay the cost of the initial listings on said directories, 
but  LESSEE  shall  pay  the  costs  of  any  changes  to the  listings.  LESSEE 
acknowledges  and agrees that the cost of maintaining the  directories  shall be 
part of LESSOR'S Operating Expenses. 
 
          29.8 The submission of this Lease to LESSEE for  examination  does not 
constitute an offer to lease the Demised Premises on the terms set forth herein, 
and this  Lease  shall  become  effective  as a lease  agreement  only  upon the 
execution and delivery of the Lease by LESSOR and LESSEE. 
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          29.9  Subject to all  applicable  Legal  Requirements  and to LESSOR'S 
rules and  regulations,  LESSEE shall be  permitted  keyed access to the Demised 
Premises twenty-four (24) hours per day, seven (7) days per week. 
 
          29.10 The term  "LESSOR",  as used in this Lease,  shall mean only the 
owner of the title to the  Premises as of the date in  question.  Upon the sale, 
transfer or other conveyance by LESSOR of the Premises, LESSOR shall be released 
from any and all liability under this Lease arising after the date of such sale, 
transfer or other conveyance. 
 
          29.11  Notwithstanding  anything  to the  contrary  contained  in this 
Lease, LESSOR reserves the right, in its sole discretion, to modify or alter the 
Premises  from time to time,  including,  but not  limited  to,  (i)  expanding, 
reducing  and  otherwise  modifying  or  altering  the  buildings  on  the  Land 
(including the Building) located on the Land from time to time; (ii) relocating, 
expanding,  reducing and  otherwise  modifying  or altering  the parking  areas, 
sidewalks, landscaped areas and other common areas located on the Land from time 
to time; (iii)  constructing  additional  buildings  and/or  improvements on the 
Land; and (iv) increasing or decreasing the size of the Land; provided, however, 
if, as a result of LESSOR'S exercise of its rights hereunder, the acreage of the 
Land is reduced or  increased or the rentable  square  footage of the  buildings 
(including the Building) is reduced or increased,  then, in either event, LESSOR 
shall equitably adjust those expenses affected by such action. 
 
          29.12  If  LESSEE  desires  to  finance  any of its  inventory,  trade 
equipment,  machinery or other personal property located at the Premises, LESSOR 
agrees, upon request from LESSEE, to execute, deliver and acknowledge, a waiver, 
in form and substance reasonably satisfactory to LESSOR of any statutory lien or 
right of  distraint  in favor of  LESSOR  in such  inventory,  trade  equipment, 
machinery  or  personal  property.  LESSEE  agrees to  reimburse  LESSOR for all 
reasonable  attorneys'  fees and  disbursements  incurred in connection with the 
preparation, negotiation and execution of such waiver. 
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          IN WITNESS  WHEREOF,  the parties have  executed  this Lease as of the 
 
date first above written. 
 
WITNESS:                         LESSOR: 
(SEAL)                           MATRIX/AEW NB, LLC 
 
                                 BY:   Matrix/AEW, LLC, its Manager 
 
                                       BY:   Matrix Real Estate 
                                             Services, LLC, its Agent 
 
                                             By:   Taylor/Epstein 
                                                   Investment Fund, LLC, 
                                                   its Manager 
 
                                                   By: /s/ Donald M. Epstein 
                                                      -------------------------- 
                                                      Name:  Donald M. Epstein 
                                                      Title: Manager 
 
 
 
WITNESS:                         LESSEE: 
(SEAL)                           SENESCO TECHNOLOGIES, INC. 
 
 
 
/s/ Sascha P. Fedyszyn           By: /s/ Joel Brooks, CFO 
- --------------------------          --------------------------- 
           Secretary                Name:  Joel Brooks 
                                    Title: CFO 
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                                  SCHEDULE A 
                                  ---------- 
 
                             DESCRIPTION OF LAND 
                             ------------------- 
 
          All that land and premises situate, lying and being in the City of New 
Brunswick,  County of  Middlesex,  and State of New Jersey,  designated as Block 
118, Lot 2.01 on the Official Tax Map of the City of New Brunswick. 



 
 
                                  SCHEDULE B 
                                  ---------- 
 
                                  BASIC RENT 
                                  ---------- 
 
          The Basic Rent  (inclusive of electricity at $1.25 per rentable square 
foot) shall be payable in equal monthly  installments,  in advance, on the Basic 
Rent Payment  Dates,  commencing on the  Commencement  Date,  except that LESSEE 
shall pay the first (1st) installment of Basic Rent upon LESSEE'S  execution and 
delivery of this Lease. 
 
Section I: 
 
          The Basic Rent for the initial five (5) year Term shall be as follows: 
for the period from the  Commencement  Date to the Adjacent  Space  Commencement 
Date, inclusive,  the Basic Rent shall be $28,749.00 per annum, payable in equal 
monthly  installments  of  $2,395.75;  for the period  from the  Adjacent  Space 
Commencement  Date to the Termination Date,  inclusive,  the Basic Rent shall be 
$34,062.00 per annum, payable in equal monthly installment of $2,838.50. 
 
Section II: 
 
          (a) The Basic Rent for the Option Period shall be equal to the greater 
of (i) the then fair  market  rental  value of the  Demised  Premises  as of the 
commencement of the Option Period (as determined  pursuant to the provisions set 
forth below) or (ii) the annual Basic Rent payable during the last Lease Year of 
the original five (5) year Term. 
 
          (b) On or before  the first  (1st) day of the  eighth  (8th)  calendar 
month  preceding the then  Termination  Date,  LESSOR shall notify LESSEE of its 
determination  of the fair market  rental value of the Demised  Premises for the 
Option  Period.  If LESSOR'S  determination  is equal to or less than the annual 
Basic Rent then payable by LESSEE,  then the Basic Rent during the Option Period 
shall  be the  annual  Basic  Rent  then  payable  by  LESSEE;  and if  LESSOR'S 
determination  is more than the annual Basic Rent then  payable by LESSEE,  then 
the  Basic  Rent   during  the  Option   Period   shall  be  equal  to  LESSOR'S 
determination,   subject,   however,   to  LESSEE'S  right  to  object  to  such 
determination as provided in paragraph (c) below. 
 
          (c) LESSEE shall have the right to object to LESSOR'S determination of 
the fair market rental value by notice given to 
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LESSOR  within  fifteen (15) days after  receipt of LESSOR'S  determination.  If 
LESSEE  objects to such fair market rental value,  and if the parties are unable 
to  resolve  the  dispute  within  thirty  (30) days after  LESSOR'S  receipt of 
LESSEE'S  objection  notice,  then the fair market  rental  value of the Demised 
Premises  shall be  determined  pursuant to the  provisions  of the  immediately 
following paragraph. 
 
          (d) The  phrase  "fair  market  rental  value"  shall  mean  the  rent 
generally  payable  in the  general  area of New  Brunswick,  New  Jersey  for a 
building  of  approximately  the same  size,  level of  tenant  improvement  and 
condition as the Building for an  equivalent  term.  On or before the  ninetieth 
(90th) day preceding the  commencement of the Option Period in question,  LESSOR 
and  LESSEE  shall  each  appoint  an  appraiser  who is a member of the  Member 
Appraisal  Institute (MAI) of the American  Institute of Real Estate Appraisers. 
In the event  either party fails to so appoint an appraiser on or before the day 
specified in the preceding  sentence,  the person appointed as the appraiser may 
appoint  an  appraiser  to  represent  the party  having  failed to  appoint  an 
appraiser  within ten (10) days after the  expiration  of such  period.  The two 
appraisers appointed in either manner shall then proceed to appraise the Demised 
Premises  and  determine  its fair market  rental  value.  In the event of their 
inability to reach a determination of the fair market rental value within thirty 
(30) days after their  appointment,  then they shall  select a third  appraiser. 
Said third appraiser shall appraise the Demised Premises within thirty (30) days 
after his or her  appointment to determine its fair market rental value. In such 
event,  for the purposes of clause (i) of Section  II(a) above,  the fair market 
rental value of the Demised Premises shall be the average of the two (2) closest 
appraisals. LESSOR and LESSEE agree to be bound by the determination of the fair 
market rental value of the Demised Premises by the appraisers.  Each party shall 
be responsible  for the fees and  disbursements  of its appraiser and attorneys, 
and the parties  shall share  equally  the fees and  disbursements  of the third 
(3rd) appraiser. 
 
          (e) In the event a final  determination  of the annual  Basic Rent for 
the  Option  Period  has not been made by the  commencement  date of the  Option 
Period,  then LESSEE shall pay to LESSOR the Basic Rent at the same rate as most 
recently  paid by LESSEE.  When the annual Basic Rent for the Option  Period has 
been determined,  LESSEE shall pay to LESSOR,  with the next monthly installment 
of Basic Rent due after such  determination,  an amount equal to the  difference 
between the Basic Rent  previously  paid during the Option Period and the amount 
which would have been 
 
                                      B-2 



 
 
payable  had the annual  Basic Rent for the  Option  Period  been made as of the 
commencement of the Option Period. 
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                                  SCHEDULE C 
 
                                  FLOOR PLAN 



 
 
                                 SCHEDULE C-1 
 
 
                                ADJACENT SPACE 



 
 
                                  SCHEDULE D 
 
                                 FINISH WORK 
 
          1. LESSEE hereby advises LESSOR that LESSEE desires LESSOR to renovate 
the Demised  Premises in accordance with the schematic  drawings and preliminary 
outline  specification  annexed to this Lease as Schedule E  (collectively,  the 
"Preliminary  Drawings").  LESSOR hereby  acknowledges  that it has reviewed and 
approved the Preliminary Drawings. 
 
          2. (a) As soon as reasonably  practicable  (but in no event later than 
thirty (30) days after the  execution  and  delivery of this Lease by LESSOR and 
LESSEE),  LESSOR shall submit to LESSEE,  for LESSEE'S  approval (which approval 
shall not be  unreasonably  withheld),  architectural  and  engineering  working 
drawings  and  specifications  for the  subdivision,  layout  and  finish of the 
Demised  Premises.  The scope of LESSEE'S review shall be limited to whether the 
working drawings and specifications conform to the Preliminary Drawings.  LESSEE 
shall notify LESSOR, within five (5) business days after LESSEE'S receipt of the 
working  drawings and  specifications,  whether  LESSEE  disapproves of any work 
shown  thereon;  said  notice  shall  specify  in  reasonable  detail  why  such 
disapproved work does not conform to the Preliminary  Drawings.  If LESSEE fails 
to notify  LESSOR of any  disapproved  work  within said five (5)  business  day 
period,  then LESSEE shall be deemed to have  approved the working  drawings and 
specifications.  If LESSEE notifies  LESSOR of any disapproved  work within said 
five (5) business day period,  and if LESSOR and LESSEE agree upon modifications 
to  said   drawings   and   specifications,   then  the  working   drawings  and 
specifications,  as modified,  shall be deemed approved;  however, if LESSOR and 
LESSEE  are unable to agree  upon  modifications  to the  working  drawings  and 
specifications,  then LESSOR shall have the right (i) to complete the work shown 
on the  working  drawings  and  specifications  approved by LESSEE and (ii) with 
respect  to  those  items  of work  disapproved  by  LESSEE,  to  complete  such 
disapproved items in the manner  contemplated by the Preliminary  Drawings.  For 
the  purposes  of this  Lease,  the term  "Final  Plans"  shall mean the working 
drawings and  specifications  (including any modifications  thereto) approved by 
LESSOR and LESSEE;  provided,  however, if LESSEE has disapproved any work shown 
on the working drawings and  specifications  and LESSOR and LESSEE are unable to 
resolve the  dispute,  then the term "Final  Plans" shall mean the work shown on 
the working  drawings and  specifications  which has been approved by LESSOR and 
LESSEE and, 
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with respect to the items of work disapproved by LESSEE, the work 
contemplated by the Preliminary Drawings. 
 
               (b) LESSOR,  as promptly as is  practicable  after  receiving the 
necessary  governmental approvals required for the commencement of construction, 
shall, through a contractor or contractors to be engaged by it for such purpose, 
proceed with due dispatch,  subject to any Excusable  Delay,  to do all the work 
shown on the Final Plans (such work being herein called the "Finish Work"). 
 
               (c) If, after the approval of the Final Plans,  LESSEE desires to 
amend,  change or modify the Final Plans, then LESSEE shall submit to LESSOR for 
its approval (which  approval shall not be  unreasonably  withheld) a reasonably 
detailed   description  of  the  proposed  amendment,   change  or  modification 
(hereinafter  referred to as a "Change").  Within five (5)  business  days after 
receipt of the Change,  LESSOR shall notify  LESSEE  whether the Change has been 
approved or disapproved.  If such Change is approved,  then such Change shall be 
deemed part of the Final Plans and the work shown  thereon  shall be deemed part 
of the Finish Work (said  approval  notice  being  hereinafter  referred to as a 
"Change Order"); if such change is disapproved,  LESSOR'S notice shall set forth 
the reasons for such disapproval. 
 
               (d) LESSEE shall reimburse  LESSOR,  as Additional  Rent, for all 
architectural  and  engineering  fees and  disbursements  incurred  by LESSOR in 
connection with any Change within fifteen (15) days after LESSEE'S  receipt of a 
statement itemizing such costs and expenses. 
 
               (e) After approval or deemed approval of the Final Plans,  LESSOR 
may, but shall not be obligated to, provided LESSEE with an estimate of the Cost 
of the Finish Work (the "Statement"). If the Cost of the Finish Work exceeds the 
Work Allowance (as defined in Paragraph 5) (the  "Excess"),  LESSEE shall pay to 
LESSOR fifty  percent  (50%) of the Excess within ten (10) days after receipt of 
the Statement. Notwithstanding anything to the contrary contained herein, LESSOR 
shall have no  obligation  to commence  the Finish Work until LESSEE has paid to 
LESSOR fifty percent (50%) of the Excess. 
 
               (f) LESSOR  shall pay the cost of all  Finish  Work to the extent 
 
such Finish Work does not exceed $28,880.00. 
 
               (g) Upon substantial  completion of the Finish Work, LESSOR shall 
submit to LESSEE a statement setting forth the 
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total  Cost of the Finish  Work.  In the event that the total Cost of the Finish 
Work exceeds the Work  Allowance,  then LESSEE shall pay to LESSOR the amount of 
such excess (after deducting  therefrom any amounts previously paid by LESSEE on 
account of such  excess)  within ten (10) days  after  LESSEE'S  receipt of said 
statement.  In the event the total Cost of the Finish Work is less than the Work 
Allowance (the "Excess Work Allowance"),  then LESSEE shall be entitled to apply 
such  difference  against the cost of the  Adjacent  Space Work  pursuant to the 
terms of  Paragraph  3(h) of this  Schedule  D, but shall not be entitled to any 
credit against the monthly installments of Basic Rent. 
 
          3. (a) LESSEE  hereby  advises  LESSOR that LESSEE  desires  LESSOR to 
renovate the Adjacent Space in accordance with the schematic drawings annexed to 
this Lease as Schedule E-1  (collectively,  the Adjacent Space Work  Preliminary 
Drawings").  LESSOR  hereby  acknowledges  that it has reviewed and approved the 
Adjacent Space Work Preliminary Drawings. 
 
               (b) As soon as reasonably  practicable  after the Adjacent  Space 
Termination  Date,  LESSOR shall submit to LESSEE,  for LESSEE'S approval (which 
approval shall not be  unreasonably  withheld),  architectural  and  engineering 
working  drawings and  specifications  for the layout and finish of the Adjacent 
Space.  The scope of  LESSEE'S  review  shall be limited to whether  the working 
drawings  and  specifications  conform to the  Adjacent  Space Work  Preliminary 
Drawings.  LESSEE  shall  notify  LESSOR,  within five (5)  business  days after 
LESSEE'S  receipt of the working  drawings and  specifications,  whether  LESSEE 
disapproves of any work shown  thereon;  said notice shall specify in reasonable 
detail why such  disapproved  work does not conform to the  Adjacent  Space Work 
Preliminary  Drawings.  If LESSEE fails to notify LESSOR of any disapproved work 
within said five (5)  business  day period,  then LESSEE shall be deemed to have 
approved the working drawings and  specifications.  If LESSEE notifies LESSOR of 
any disapproved work within said five (5) business day period, and if LESSOR and 
LESSEE agree upon  modifications to said drawings and  specifications,  then the 
working  drawings and  specifications,  as modified,  shall be deemed  approved; 
however,  if LESSOR and LESSEE  are  unable to agree upon  modifications  to the 
working  drawings  and  specifications,  then LESSOR shall have the right (i) to 
complete the work shown on the working drawings and  specifications  approved by 
LESSEE and (ii) with respect to those items of work  disapproved  by LESSEE,  to 
complete such disapproved items in the manner contemplated by the Adjacent Space 
Work  Preliminary  Drawings.  For the purposes of this Lease, the term "Adjacent 
Space Work Plans" shall mean the working drawings and specifications  (including 
any 
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modifications  thereto)  approved by LESSOR and LESSEE;  provided,  however,  if 
LESSEE has disapproved any work shown on the working drawings and specifications 
and LESSOR and LESSEE are unable to resolve the dispute, then the term "Adjacent 
Space  Work  Plans"  shall  mean the  work  shown on the  working  drawings  and 
specifications which has been approved by LESSOR and LESSEE and, with respect to 
the items of work disapproved by LESSEE,  the work  contemplated by the Adjacent 
Space Work Preliminary Drawings. 
 
               (c) LESSOR,  as promptly as is  practicable  after  receiving the 
necessary  governmental approvals required for the commencement of construction, 
shall, through a contractor or contractors to be engaged by it for such purpose, 
proceed with due dispatch,  subject to any Excusable  Delay,  to do all the work 
shown on the  Adjacent  Space Work Plans  (such  work  being  herein  called the 
"Adjacent Space Work"). 
 
               (d) If,  after the  approval  of the  Adjacent  Space Work Plans, 
LESSEE desires to amend,  change or modify the Adjacent  Space Work Plans,  then 
LESSEE  shall  submit to LESSOR for its approval  (which  approval  shall not be 
unreasonably  withheld)  a  reasonably  detailed  description  of  the  proposed 
amendment,  change or  modification  (hereinafter  referred  to as a  "Change"). 
Within five (5) business days after  receipt of the Change,  LESSOR shall notify 
LESSEE  whether the Change has been approved or  disapproved.  If such Change is 
approved, then such Change shall be deemed part of the Adjacent Space Work Plans 
and the work shown thereon shall be deemed part of the Adjacent Space Work (said 
approval  notice being  hereinafter  referred to as a "Change  Order");  if such 
change is  disapproved,  LESSOR'S  notice  shall set forth the  reasons for such 
disapproval. 
 
               (e) LESSEE shall reimburse  LESSOR,  as Additional  Rent, for all 
architectural  and  engineering  fees and  disbursements  incurred  by LESSOR in 
connection with any Change within fifteen (15) days after LESSEE'S  receipt of a 
statement itemizing such costs and expenses. 
 
               (f) After approval or deemed  approval of the Adjacent Space Work 
Plans,  LESSOR  may,  but shall not be  obligated  to,  provided  LESSEE with an 
estimate  of the Cost of the  Adjacent  Space  Work (the  "Adjacent  Space  Work 
Statement").  If the Cost of the Adjacent  Space Work exceeds the Adjacent Space 
Work  Allowance  (as  defined  in  subsection  (g)) (the  "Adjacent  Space  Work 
Excess"),  LESSEE shall pay to LESSOR fifty percent (50%) of the Adjacent  Space 
Work  Excess  within ten (10) days  after  receipt  of the  Adjacent  Space Work 
Statement.  Notwithstanding  anything to the 
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contrary  contained  herein,  LESSOR  shall have no  obligation  to commence the 
Adjacent  Space Work until LESSEE has paid to LESSOR fifty  percent (50%) of the 
Adjacent Space Work Excess. 
 
               (g) LESSOR shall pay the cost of all  Adjacent  Space Work to the 
extent such Adjacent  Space Work does not exceed  $4,048.00,  plus the amount of 
any Excess Work Allowance, if any (the "Adjacent Space Work Allowance"). 
 
               (h) Upon  substantial  completion  of the  Adjacent  Space  Work, 
LESSOR  shall submit to LESSEE a statement  setting  forth the total Cost of the 
Adjacent Space Work. In the event that the total Cost of the Adjacent Space Work 
exceeds the Adjacent Space Work  Allowance,  then LESSEE shall pay to LESSOR the 
amount of such excess (after deducting  therefrom any amounts previously paid by 
LESSEE on account of such excess) within ten (10) days after LESSEE'S receipt of 
said  statement.  In the event the total Cost of the Adjacent Space Work is less 
than the Adjacent Space Work Allowance, then LESSEE agrees that LESSEE shall not 
be  entitled  to  such   difference  nor  to  any  credit  against  the  monthly 
installments of Basic Rent equal to such difference. 
 
               4. For the purposes of this Schedule D, the word "Cost",  as used 
in connection with the Finish Work, the Adjacent Space Work or any Change, shall 
mean the cost of having such work done by a contractor or contractors  under the 
supervision of LESSOR,  including the cost of materials and labor, overhead (the 
cost of  materials  and labor plus ten  percent(10%))  and  profit  (the cost of 
materials and labor plus overhead plus ten percent (10%)), permit and inspection 
fees,  and  reasonable  fees of any  architects,  engineers and attorneys  whose 
services may be required by LESSOR. 
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                                  SCHEDULE F 
 
                            RULES AND REGULATIONS 
 
1.   Obstruction of Passageways:  The sidewalks,  entrances,  passages,  courts, 
     -------------------------- 
     elevators,  vestibules,  stairways,  corridors  and  public  parts  of  the 
     Building  shall not be  obstructed  or  encumbered  by  LESSEE or  LESSEE'S 
     Visitors, or used by LESSEE or LESSEE'S Visitors for any purpose other than 
     ingress and egress to and from the Demised Premises. 
 
2.   Windows: Windows in the Demised Premises shall not be covered or obstructed 
     ------- 
     by LESSEE.  No bottles,  parcels,  or other articles shall be placed on the 
     windowsills,  in the halls, or in any other part of the Building other than 
     the Demised Premises. No carpet, rug or other article shall be hung, shaken 
     or thrown out of the doors or windows of the  Demised  Premises  and LESSEE 
     shall not sweep or throw or permit to be swept or thrown  from the  Demised 
     Premises any dirt or other  substances  into any of the corridors or halls, 
     elevators, or out of the doors or windows or stairways of the Building. 
 
3.   Projections from the Building: No awnings, air conditioning units, or other 
     ----------------------------- 
     fixtures  shall be attached to the outside walls or the  windowsills of the 
     Building or otherwise  affixed so as to project from the Building,  without 
     the prior written consent of LESSOR. 
 
4.   Signs:  No sign,  notice  or  lettering  shall  be  affixed,  inscribed  or 
     ----- 
     exhibited  by LESSEE to any part of the outside of the Demised  Premises or 
     the Building, or any part of the inside of the Demised Premises so as to be 
     visible from the outside of the Building, without the prior written consent 
     of LESSOR.  However,  LESSEE  shall have the right to place its name on any 
     door leading into the Demised  Premises,  the size, color and style thereof 
     to be subject to the LESSOR'S  approval.  In the event of the  violation of 
     the foregoing by LESSEE,  LESSOR may remove and dispose of same without any 
     liability, and may charge the expense incurred by such removal to LESSEE. 
 
5.   Floor Coverings: LESSEE shall not lay any hard surface flooring so that the 
     --------------- 
     same shall come in direct  contact with the floor of the Demised  Premises. 
     If  linoleum or other  similar  floor  covering  is desired to be used,  an 
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     interlining  of builder's  deadening felt first shall be fixed to the floor 
     by a water soluble paste; use of cement or other similar adhesive  material 
     being expressly  prohibited.  LESSEE shall reimburse LESSOR for the cost of 
     any  sound  insulation  required  in the  Demised  Premises  below the hard 
     surface flooring area. 
 
6.   Interference with Occupants of the Building:  LESSEE shall not use, keep or 
     ------------------------------------------- 
     permit to be used or kept,  any foul or  noxious  gas or  substance  in the 
     Demised  Premises.  LESSEE shall not suffer the Demised Premises to be used 
     in an manner offensive or objectionable to LESSOR or other occupants of the 
     Building by reason of unseemly or disturbing  noise, odor and/or vibrations 
     and shall not  interfere  in any way with  other  tenants  or those  having 
     business  with  them.  LESSEE  will keep all  mechanical  apparatus  in the 
     Demised  Premises  free of  vibration  and noise  which may be  transmitted 
     beyond the limits of the Demised Premises. 
 
7.   Smoking:  Smoking or carrying  lighted  cigars,  pipes or cigarettes in the 
     ------- 
     Building is prohibited. 
 
8.   Locks,  Keys:  LESSEE  shall  give to LESSOR a  duplicate  or master key or 
     ------------ 
     access  card or code for  each  and  every  door in the  Demised  Premises. 
     LESSEE,  shall, on the termination of LESSEE'S  tenancy,  deliver to LESSOR 
     all keys to any space within the Building, either furnished to or otherwise 
     procured  by  LESSEE,  and in the event of the loss of any keys  furnished, 
     LESSEE shall pay to LESSOR the cost  thereof.  LESSEE,  before  closing and 
     leaving the Demised  Premises  each day,  shall ensure that all windows are 
     closed  and  entrance  doors  locked.  LESSEE,  at its  expense,  shall  be 
     responsible  for repair to all doors and locks  which are in  violation  of 
     this Rule and shall pay any alarm fees  resulting  from  LESSOR'S  entrance 
     into the Demised Premises as permitted under the Lease. 
 
9.   Contractors/Janitors:  LESSEE shall not enter into any contract  whatsoever 
     -------------------- 
     with any supplier of towels,  water, toilet articles,  or with any provider 
     of waxing,  rug shampooing,  venetian blind washing,  furniture  polishing, 
     lamp servicing,  cleaning of electrical fixtures,  or for removal of water, 
     paper,  rubbish or garbage, or other like service without the prior written 
     consent of LESSOR. No vending machine of any kind shall be installed in the 
     Demised Premises without the prior written consent of LESSOR.  LESSEE shall 
     not  employ any person or persons  other  than  LESSOR'S  janitors  for the 
     purpose of cleaning the Demised Premises,  without prior written consent of 
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     LESSOR.  LESSOR shall not be responsible to LESSEE for any loss of property 
     from the Premises, however occurring, or for any damage done to the effects 
     of LESSEE by such janitors or any of its employees,  or by any other person 
     or any other cause. 
 
10.  Mechanical, Plumbing, Electric, Life Safety or Telephone Work: LESSEE shall 
     ------------------------------------------------------------- 
     at no  time  perform  any  alternation,  additions  or  repairs  to the air 
     conditioning,   heating,   ventilating,   plumbing,  fire  protection,   or 
     electrical  systems  servicing  the Premises,  without  obtaining the prior 
     written consent of LESSOR. LESSOR reserves the right through the use of its 
     own contractors,  to perform all work on these systems.  All telephone work 
     shall be performed by LESSEE in accordance with the provisions of the Lease 
     and all Legal  Requirements  and shall be  installed so as not to interfere 
     with the operation of any fire dampers,  or fire  separation  systems.  All 
     penetrations  shall  be  sealed  to  maintain  the  integrity  of the  fire 
     separation  walls.  LESSEE shall reimburse  LESSOR for all restoration work 
     required that is not performed by LESSEE as outlined above. The location of 
     all plumbing;  electrical;  heating, ventilation and air conditioning;  and 
     telephone work which is to be installed in the Premises shall be subject to 
     LESSOR'S  approval which shall include a review of the number of appliances 
     and their locations.  Plumbing facilities shall not be used for any purpose 
     other than those for which they were constructed and no sweepings, rubbish, 
     rags,  sanitary  napkins,  acids or  other  substances  shall be  deposited 
     therein,  and the expense of any breakage,  stoppage,  or damage  resulting 
     from the  violation  of this Rule  shall be born by LESSEE.  When  electric 
     wiring of any kind is  introduced,  it must be  connected  as  directed  by 
     LESSOR and no  stringing  or cutting  of wires will be  allowed,  except by 
     prior written  consent of LESSOR and shall be done by contractors  approved 
     by LESSOR. 
 
11.  Movement of Furniture,  Freight or Bulky Matter:  LESSEE shall not move any 
     ----------------------------------------------- 
     safe,  heavy  machinery,  heavy  equipment  or fixtures  into or out of the 
     Building  without  LESSOR'S prior consent.  If such matter requires special 
     handling,  all work in  connection  therewith  shall  comply with all Legal 
     Requirements  and shall be done during such hours as LESSOR may  designate. 
     Freight,  furniture and bulky matter 
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     shall be  delivered to and removed  from the Demised  Premises  only on the 
     freight elevators, if provided, and through service entrances and corridors 
     during  hours  designated  by  LESSOR.  No hand  trucks  may be used in the 
     movement of heavy equipment  except those with rubber tires and sideguards. 
     LESSEE shall provide  protection of all floor surfaces  during the movement 
     of furniture or heavy  equipment as may be  reasonably  required by LESSOR. 
     LESSEE shall be responsible  for the cost of removal of all boxes,  garbage 
     and  debris  caused  by the  movement  of any heavy or bulky  equipment  or 
     fixtures.  LESSOR  reserves the right to prescribe  the maximum  weight and 
     position  of all  safes  and  other  heavy  equipment  so as to  distribute 
     properly the weight thereof and prevent any unsafe  condition from arising. 
     The cost of any additional reinforcing required shall be the responsibility 
     of LESSEE.  LESSOR  reserves the right to inspect all freight to be brought 
     into the  Building  and to exclude  from the  Building  all  freight  which 
     violates any of these Rules and Regulations or the Lease. 
 
12.  Advertising:  LESSOR  shall have the right to prohibit any  advertising  by 
     ----------- 
     LESSEE which in LESSOR'S  opinion,  tends to impair the  reputation  of the 
     Building or its  desirability  as a Building  for offices and upon  written 
     notice  from  LESSOR,   LESSEE  shall  refrain  from  or  discontinue  such 
     advertising. 
 
13.  Parking Areas: LESSEE and its employees shall park their cars only in those 
     ------------- 
     portions of the parking  area not  designated  for use by other  tenants or 
     visitors.  No part of the  driveways  or  parking  areas  shall be used for 
     washing,  maintaining,  repairing or installing parts in any vehicle except 
     to the extent that repairs are  reasonably  necessary to fix a flat tire or 
     start an engine  enabling  the vehicle to be driven from the  Premises.  No 
     vehicle  shall be towed from the  Premises by LESSEE  except  after  LESSEE 
     informs LESSOR of such removal. Overnight parking of vehicles is prohibited 
     without the prior  written  consent of LESSOR.  Any  vehicle  parked at the 
     Premises  for seven  continuous  days may be removed by LESSOR at  LESSEE'S 
     expense if such vehicle is owned or used by LESSEE or LESSEE'S Visitors and 
     is not removed  within five  business days after notice to LESSEE to do so. 
     LESSEE shall take reasonable action to ensure that LESSEE'S Visitors do not 
     utilize any parking spaces  designated  for the use of others,  nor park in 
     any driveways, fire lanes or other areas not striped for vehicular parking. 
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14.  HVAC: If the Building  contains  central air  conditioning and ventilation, 
     ---- 
     LESSEE  agrees to keep all windows and  exterior  doors closed at all times 
     and to abide by all Rules and Regulations  issued by LESSOR with respect to 
     such services. 
 
15.  Non-Observance or Violation of Rules by Other Tenants:  LESSOR shall not be 
     ----------------------------------------------------- 
     liable to  LESSEE  for any  violation  or  non-observance  of the Rules and 
     Regulations by any other tenant, its servants, employees, agents, visitors, 
     invitees,  sublessees or licensees,  nor is LESSOR obligated to enforce the 
     Rules and Regulations or the terms,  covenants,  or conditions in any other 
     lease against any other tenant. 
 
16.  After Hours Use:  LESSOR  reserves  the right to exclude  from the Premises 
     --------------- 
     between  the  hours of 6:00  p.m.  and 8:00 a.m.  from  Monday  to  Friday, 
     inclusive,  and between the hours of 1:00 p.m. on Saturday and 8:00 a.m. on 
     the  following  Monday,  as well  as  Building  Holidays  any  visitor  not 
     authorized by LESSEE to have access. 
 
17.  Rubbish:  To the  extent  required  by  Legal  Requirements,  LESSEE  shall 
     ------- 
     separate its rubbish into separate categories.  Any excess trash or garbage 
     which LESSEE  generates  beyond that  generated by a normal office user and 
     all garbage from LESSEE'S food service operation,  if any, shall be removed 
     by LESSOR upon  notice from  LESSEE,  at  LESSEE'S  sole cost and  expense. 
     LESSEE  shall  not  dispose  of  any   hazardous   substance  or  waste  in 
     wastebaskets, boxes, or in LESSOR'S dumpster or trash compactor. 
 
18.  Prohibited  on  Premises:  LESSEE  shall not  conduct,  or permit any other 
     ------------------------ 
     person to conduct,  any auction upon the Demised  Premises;  manufacture or 
     store goods,  wares or merchandise upon the Demised  Premises,  without the 
     prior written consent of LESSOR, except the storage of usual general office 
     type supplies to be used by LESSEE in conducting of its business; or permit 
     the Demised  Premises to be used for gambling.  LESSEE shall not permit any 
     portion of the Demised Premises to be used for the storage,  manufacture or 
     sale of  intoxicating  beverages,  narcotics,  tobacco in any form, or as a 
     barber or manicure shop. Canvassing,  soliciting,  pamphleting and peddling 
     in the Building and about the sidewalks,  driveways,  and parking areas are 
     expressly prohibited and LESSEE shall cooperate 
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     to prevent the same.  LESSEE  shall  report all  peddlers,  solicitors  and 
     beggars to LESSOR. No vehicles or animals of any kind shall be brought into 
     or kept in or about the  Premises,  except as used in  accordance  with the 
     Americans with Disabilities Act. 
 
19.  LESSOR  hereby  reserves to itself any and all rights not granted to LESSEE 
     under the Lease, including,  but not limited to, the following rights which 
     are reserved to LESSOR for the purpose of operating the Building: 
 
               a)   The exclusive  right to use the name of the Building for all 
                    purposes,  except  that  LESSEE  may  use  the  name  as its 
                    business address and for no other purpose; 
               b)   The right to change  the name or  address  of the  Building, 
                    without  incurring  any liability to LESSEE for doing so; 
               c)   The right to  install  and  maintain  a sign or signs on the 
                    exterior of the Building; 
               d)   The exclusive right to use or dispose of the use of the roof 
                    of the  Building; 
               e)   The  right  to  limit  the  space  on any  directory  of the 
                    Building and any floor directory  allotted to LESSEE; 
               f)   The  right to grant  to  anyone  the  right to  conduct  any 
                    particular business or undertaking in the Building. 
 
20.  In the event of any inconsistency  between the terms of this Schedule F and 
     the text of the Lease, the terms of the text of the Lease shall control. 
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