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I NTRODUCTI ON AND NOTE ON FORWARD LOCKI NG STATEMENTS

Franklin Wreless Corp. (the "Conpany" or "Franklin" or "our" or "we") is a
California corporation; its principal executive office is |ocated at 9853
Pacific Heights Blvd. Suite N, San Diego, CA 92121.

You shoul d keep in mnd the follow ng points as you read this Report on Form
10- KSB:

o the terms "we," "us," "our" or the "Conpany" refer to Franklin
Wreless Corp. and its subsidiary;

o our fiscal year ends on June 30; references to fiscal 2005 and
fiscal 2004 and similar constructions refer to the fiscal year
ended on June 30 of the applicable year.

Thi s Annual Report on Form 10- KSB contains statenments which, to the extent they
do not recite historical fact, constitute "forward | ooki ng" statements within
the neaning of Section 27A of the Securities Act of 1933, as anended, and
Section 21E of the Securities Exchange Act of 1934, as anmended. Forward | ooking
statements are used under the captions "Business," "Mnagenent's D scussion and
Anal ysis or Plan of Operation", and el sewhere in this Annual Report on Form
10-KSB. You can identify these statenments by the use of words like "may,"
"wll," "could," "should," "project," "believe," "anticipate," "expect," "plan,
"estimate," "forecast," "potential," "intend," "continue," and variations of
these words or conparable words. Forward | ooking statenents do not guarantee
future performance and involve risks and uncertainties. Actual results nay
differ substantially fromthe results that the forward | ooking statenents
suggest for various reasons, including those discussed under the caption "Ri sks
Rel ated to Qur Business." These forward | ooking statenments are made only as of
the date of this Annual Report on Form 10-KSB. W do not undertake to update or
revise the forward | ooking statenents, whether as a result of new information,
future events or otherwise.
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PART |
ITEM 1. DESCRI PTION OF BUSI NESS
BUSI NESS OVERVI EW

At Franklin Wreless Corp., we design, build and market broadband high
speed data communi cation products, such as 3rd Generation wreless nobdul e and
nodens. Franklin is dedicated to serving the global wreless community by
becom ng a | eadi ng devel oper/ marketer of wirel ess comunications devices and
enabl ing technol ogi es, as well as an applications provider catering to the
dynami ¢ needs of its custoners, global wireless carriers. Franklin's wireless
voi ce and data products include wreless USB nodens, PC cards, enbedded nodul es,
and standal one broadband nodens used for high-speed voice and data services. The
basis for nost of our products is Code Division Miltiple Access (CDWA)
technology. In addition, as a wireless technol ogi es/ applications provider,
Franklin offers services designed to neet specific needs of each of its
cust oners.

We are committed to devel oping a reputation for:

o Devel opi ng next-generation w rel ess comuni cati ons products at
affordabl e prices and ensuring tinely and reliable product delivery

o Flexibility in providing wreless enabling technol ogies that satisfy
the specific needs of each carrier and

o Deploying client-specific, value-enhancing, wreless applications

In addition, we provide service for our technology to vertical
application conpani es. Accordingly, the Conpany acts as a wireless solution
provi der and enabler. The Conpany is in the position of a solution provider to
el ectroni c consunmer product conpanies, and is in the position of an enabler of
new markets and products to technol ogy providers.

Qur products are marketed through Oiginal Equi pment Manufacturers
("CEMs") and distributors, as well as directly to operators and end users. Qur
custonmers are located primarily in the United States, Canada, South Anerica,
Asia, and parts of Europe, in a wde range of industries including cellular
operators, government agencies, PC manufacturers, and application integrators.
In summary, Franklin's products are marketed to cellular operators for end-users
as well as to the handhel d computer industry, autonotive industry, telemetry and
ot her vertical markets.

OUR STRUCTURE

Franklin Wrel ess, headquartered in San Diego, California, is conprised
of two segnments: a San Di ego-based business unit, including corporate functions,
and a Korea-based business unit mainly to support the manufacturing of products.

The San Diego office is principally conposed of marketing, sales,
operations, finance and adm nistrative support. It is responsible for all
custoner-rel ated activities, such as marketing comuni cations, product planning,
product managenent and custoner support, along with sales and business
devel opnent activities on a worldw de basis.

The Korea-based business unit is a wholly owned subsidiary, and is
responsi bl e for researching wrel ess subscriber term nal devices and supporting
manuf acturing of wirel ess broadband devices. This entity has been inactive since
August 2003.

QOUR PRODUCTS AND SERVI CES

We offer two distinct product segnents: our CDVA 1xEVDO Enbedded Modul e
and USB/ PC card Mbdem Segnent, and our Engi neering Devel opnent and Supporting
Segment .

Qur CDMVA Enbedded Mobdul e and USB/ PC Card Segnment represents our
greatest growth opportunity. In 2004, the market for enbedded wirel ess nodul es
grew at an unprecedented rate, especially in the GSM space. The extraordinary
success of the GSM npdul e conpani es has paved the way for an equally successful
nmodul e venture based on the CDMVA technol ogy that has been widely adopted, and is
expected to occupy nore than 40% of the gl obal w rel ess market share in 2006.
However, CDMA technology is highly conplex, and few conpani es possess the
expertise required to devel op CDVA products. Accordingly, only a few CDVA
conpani es are capabl e of creating CDVA nodul es and seizing this opportunity.
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We believe that over the next four years, the CDVA enbedded nodul e
market will represent approxinately a $40 billion opportunity. To support this
rapi dly expandi ng market, nmajor w reless device manufacturers are planning to
integrate enbedded CDVA nodul es into their application products. The current GSM
subscri ber base al so represents a substantial potential narket opportunity for
CDVA nmodul es. Since the next-generation (3G wreless technol ogi es are based on
the CDMA technol ogy, GSM devel opers will soon be required to add CDVA
capabilities to their devices.

In this rapidly growi ng narket segnment, the Conpany currently has two
products: a dual -band (800/1900Mhz) enbedded nodul e/ rodem for the US and Latin
Arerica markets, and a single band (800Mhz) nodul e/ modem for the Latin Anerica
market. Al of the present products are based on Qual conmi's MSM 5100/ 5500
technol ogy. The Conpany plans to market its existing 1x EVDO enbedded npdem and
USB/ PCMCI A nobdem products to operators in the US and Latin Anerica during 2006.
I'n addition, the Conmpany is in the process of devel oping a dual band USB nodem
stand-al one wirel ess termnal and PCMCI A card based on Qual commis 1x EV-DO 6500
technol ogy. Working with its Korean devel opment partner CMOTech, Inc., the
Conpany has initiated the devel opnent of a single band PC card and USB nodem
access device, as well as a stand-al one wirel ess nodem based on Qual conm s 5500
series and 6500 series chipset. Accordingly, our product |lines have been
expanded to address the US and Latin American markets.

In the next few years, we see great potential for our new |line of CDVA
1x EV-DO based products. For the first time, 1x EV-DOw || provide users with
br oadband speeds (up to 2.4Mohpz) wirelessly in w de-area coverage. This third
generation, or 3G technology is just now being depl oyed comercially by mgjor
US wireless carriers commtting to a nati onwi de 1x Ev-Do network depl oynent, as
wel | as other wireless carriers planning to incorporate Qual conmis CDVA 2000 1x
EV-DO as their 3G data standard. 1x EV-DO is particularly advantageous in
regions as an alternative to wired broadband (e.g., DSL and cable) and in
regi ons where wred broadband access is sinply unavailable despite the need and
demand for such services. Franklin ainms to work closely with carriers deploying
1x EV-DO in order to develop the 3Gtermnals that best neet their comrercial
needs in the US and Latin American market.

Franklin's Engi neering Devel opnent and Supporting Segnent col | aborates
with major carriers and wireless product nmanufacturers and provides themw th
sol utions that neet their specific needs. This segnent provided mgjority of our
revenue in past years. However, Franklin believes that the ODM market is
experiencing consolidation and rapid changes, meking it |ess attractive to
Franklin. Therefore, the managenent has elected to focus Franklin's resources on
the nodul e business segnent. This shift in focus aligns our marketing resources
and engi neering capabilities behind our core product business units.

SALES AND MARKETI NG

We narket our products through two channels: directly to operators and
indirectly, through strategic partners. Mst of our sales to wireless carriers
and CEMs are sold directly by our sales force.

There are three steps to test and sell the data products with carriers:
CDGL ( CDVA Devel opment Group Stage 1), CDG 2 and CDG 3. The Conpany is currently
testing the 1x EVDO USB nodem with one of mmjor carriers in the US and ten CDVA
carriers in Latin Arerica. Some units have been shipped to carriers in Latin
Arerica as sanples. Current tests are all CDG 3 step as of April 15, 2006.

The carriers are interested in 1x EVDO single and dual band USB nodem
product for |aptop computers or handhel d devices equi pped with USB but not
equi pped with PCMCI A slots. The Conpany's CDU-550 and CCU-550 are the first
products to access the internet over CDMA 1xEVDO network with a USB nodem These
products are designed for the users to browse the internet and send and receive
e-nai | anywhere and anytinme in the COMA 1xEVDO networ k. The Conpany has
introduced a stand-al one nodem for application conpanies, such as wireless
security and telenmetric conpanies, as well as the convergence product, EVDO
Access Point which was conbined with EVDO and WFi solution. The EVDO access
poi nt product is designed for the small office or home using several PCs at the
same tine.
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ASSEMBLY AND MANUFACTURI NG OPERATI ONS

The Conpany's nmain facility is located in San Diego, California.
Assenbly of the Conpany's products has ordinarily been contracted out to
overseas el ectronics manufacturing conmpanies in South Korea. In May 2005, the
Conpany entered into an agreement with C-Mtech Co. Ltd. located in South Korea,
for the manufacture of the products. Under the nanufacturing and supply
agreenment, CMotech provides the Conpany with services including all licenses,
conponent procurenent, final assenbly, testing, quality control, fulfillment and
after-sal e service.

EMPLOYEES

As of June 30, 2005, the Conpany had four full time enployees and one
part tinme enployee. The Conpany's enpl oyees are not represented by any
col | ective bargaining organization, and the Conpany has never experienced a work
stoppage. The Conpany believes its relations with the enployees to be am cable.

RI SKS RELATED TO OUR BUSI NESS

WE HAVE A H STORY OF LOSSES. W have experienced significant operating
| osses and negative cash flows during our last tw fiscal years. |If our revenues
and gross margins do not inprove, we may incur additional significant net |osses
and negative cash flows from operations.

WE OPERATE I N AN | NTENSI VELY COWPETI Tl VE FI ELD. The wirel ess broadband
data access market is highly conpetitive, and we may be unable to conpete
effectively. Qur primary conpetitors are Sierra Wreless, Novatel Wreless and
Option International. Many of our conpetitors or potential conpetitors have
significantly greater financial, technical and marketing resources than we do.
To survive and be conpetitive, we will need to continuously invest in research
and devel oprent, sal es and marketing, and customer support. Increased
conpetition could result in price reduction and smaller customer orders. Qur
failure to conpete effectively could seriously harm our business.

WE OPERATE IN A FI ELD W TH RAPI DLY CHANG NG TECHNOLOGY. If we are
unabl e to predict and conply with evolving wireless standards, our ability to
introduce and sell new products will be adversely affected. At the same tine, if
we fail to develop and introduce products on tine, we nmay |ose custonmers and
potential product orders.

WE DEPEND ON THE DEMAND FOR W RELESS NETWORK CAPACI TY. The denmand for
our products is conpletely dependent on the demand for broadband wi rel ess access
to networks. If wireless operators do not deliver acceptable wreless service,
our product sales may dramatically decline. Thus, if wreless operators
experience financial or network difficulties, it will likely reduce demand for
our products.

WE RELY ON A SI NGLE SOURCE FOR THE MANUFACTURE OF OUR PRODUCTS. W rely
on a single source to design, manufacture and supply our products, which exposes
us to a nunber of risks and uncertainties outside our control. Due to our |ack
of working capital, we rely on CWtech to manufacture and deliver all our
products. Any significant changes in CWtech, such as a change in ownership,
operations or financial status may cause difficulties in our ability to deliver
products to custoners on a tinmely basis.

OUR PRODUCT DELI VERI ES ARE SUBJECT TO LONG LEAD TI MES. Due to our
financial difficulties, we are experiencing long-lead tinmes to ship products to
our custoners, often in excess of 45 days. This could cause us to | ose
customers, who nmay be able to secure faster delivery times fromour conpetitors,
and require us to maintain higher levels of working capital.

| TEM 2. DESCRI PTI ON OF PROPERTY

The Conpany | eases approxi mately 2,000 square feet office space in, San
Diego, California, at a nonthly rent of $2,040. The |ease expires on April 30,
2007. Qur facility is covered by appropriate |evel of insurance and we believe

it to be suitable for its respective use and adequate for our present needs.
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I TEM 3. LEGAL PROCEEDI NGS

During June 2005, the Conpany's landlord filed a suit against the
Conpany al |l eging that the Conpany defaulted under the | ease when the Conpany
failed to pay rent. The action was settled, with the Conpany agreeing to pay
$9,308, to be paid in twelve equal nonthly installnents starting on Decenber 6,
2005.

In addition, the Conpany is involved in certain | egal proceedings and
clainms which arise in the normal course of business. Managenent does not believe
that the outcome of these matters will have any material adverse effect on the
Conpany' s consol i dated financial condition.

| TEM 4. SUBM SSI ON OF MATTERS TO A VOTE OF SECURI TY HOLDERS

There were no matters submtted to a vote of the security hol ders
during either of the two past fiscal years.

PART 11

ITEM5. MARKET FOR COVWON EQUI TY AND RELATED STOCKHOLDER MATTERS

The Conpany's Common Stock is traded on the "pink sheets" under the
tradi ng synbol "FKLT". The following table sets forth the range of high and | ow
bid quotation per share for the common stock as reported during the fiscal years

endi ng June 30 2004 and 2005. The bid price reflects inter-dealer prices and
does not include retail mark-up, markdown, or conmi ssion.

H GH LOW

June 30, 2004
First Quarter............ .. . 090 . 004
Second QUart er. ...ttt . 060 . 028
Third Quarter. .. ... . 049 . 015
Fourth Quarter............. ... . 055 . 015

June 30, 2005
First Quarter.............. ... . 035 . 012
Second QUart er. ...t .014 . 007
Third Quarter. ... ... . 010 . 004
Fourth Quarter .............. .. .. .. ... ... . 038 . 002

The Conpany has never declared or paid any dividends on its Conmmon
Stock and does not expect to declare or pay any cash dividends in the
foreseeable future.

As of June 30, 2005, the Conpany had approxinmately 750 sharehol ders of
record. Since many of the shares of the Conpany's common stock are held by
brokers and other institutions on behalf of stockholders, it is inpossible to
estinmate the total nunber of beneficial holders represented by these record
hol der s.

RECENT SALES OF UNREG STERED SECURI Tl ES

During the year ended June 30, 2005, the Conpany conpleted the
foll owi ng conmmon stock transactions of previously uni ssued comon shares:

o I'n connection with the hiring of a Chief Executive Oficer ("CEOQ')
of the Conpany in March 2005, the Conpany issued 20, 000, 000 shares
of common stock, valued at $0.005 per share (or $100,000) to the
CEO. Al so, the Conpany issued warrants to purchase 45, 000, 000
shares, at an exercise price of $0.001 per share, subject to
certain performance standards during the first year of enploynent.
O the warrants, 20,000,000 shares are subject to the CEO s
ability to obtain contracts fromcustoners for nore than
$2, 000, 000 and 25,000, 000 shares are subject to the CEO s ability
to obtain external investrments of nore than $500, 000 during the
first year of the CEO s enploynent. Subsequently, none of the
performance was net and as a result, all of the warrants were
forfeited.
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I TEM 6. MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OR PLAN OF OPERATI ON.
BUSI NESS OVERVI EW

Franklin Wreless Corp. ("Franklin" or the "Conpany") designs, builds
and markets broadband hi gh speed data communi cation products, such as 3rd
Ceneration wireless nodul e and nodens. In addition, we provide service for our
technol ogy to vertical application conpanies. The Conpany acts as a wireless
sol ution provider and enabler. The Conpany is in the position of an enabler of
new markets and products to technol ogy providers. The Conpany is in the position
of a solution provider to electronic consumer product conpanies.

The Conpany's products are narketed through Original Equi pnent
Manuf acturers ("OEMs") and distributors, as well as directly to operators and
end users. Qur custoners are |located primarily in the United States, Canada,
South Anerica, Asia, and parts of Europe, in a w de range of industries
including cellular operators, governnent agencies, PC manufacturers, and
application integrators. In summary, the Conpany's products are marketed to
cellular operators for end-users as well as to the handhel d conputer industry,
autonotive industry, telenmetry, and other vertical markets.

SUMVARY OF SI GNI FI CANT ACCOUNTI NG PQOLI CI ES

The fol | owi ng discussion and anal ysis of our financial condition and
results of operations is based upon our consolidated financial statenments, which
have been prepared in accordance w th accounting principles generally accepted
inthe United States of Anmerica. The preparation of these financial statenents
requires the Conpany to nake estimates and judgnents that affect the reported
amobunts on those financial statenents. Note 1 to the consolidated financial
statements (included in this Annual Report on Form 10-KSB) describes the
significant accounting policies and nmethods used in the preparation of the
consol i dated financial statements. On an ongoi ng basis, the Conpany eval uates
its estimates including, but not limted to, those related to our allowance for
doubt ful accounts, and intangible assets. The Conpany bases its estinates on
hi storical experience and on various other assunptions that the Conpany believes
to be reasonabl e under the circunstances, the results of which formthe basis
for making judgnments about the carrying values of assets and liabilities that
are not readily apparent from other sources. Actual results may differ from
these estimates under different conditions or if our assunptions change.

The Conpany believes the follow ng critical accounting policies affect
our nore significant judgnments and estinmates used in the preparation of its
financial statenents:

REVENUE RECOGNI TI ON

The Conpany recogni zes revenue when persuasive evidence of an
arrangenment exists, the price is fixed or determ nable, collection is reasonably
assured and delivery of products has occurred or services have been rendered.
Accordi ngly, the Conpany recogni zes revenues from product sal es upon shipnent of
the product to the custoners. The Conpany does not allow the right of return on
product sales but provides a factory warranty for one year fromthe shipnent
whi ch is covered by the Conpany's vendor. Allowance for doubtful accounts is
estimated based on estinmates of |osses related to customer receivabl e bal ances.
Esti mates are devel oped by using standard quantitative nmeasures based on
hi storical |osses, adjusting for current econonic conditions and, in sonme cases,
eval uating specific customer accounts for risk of |loss. The establishment of
reserves requires the use of judgments and assunptions regarding the potenti al
for | osses on receivabl e bal ances. Though the Conpany considers these bal ances
adequat e and proper, changes in econonmic conditions in specific markets in which
the Conpany operates could have a naterial effect on reserve bal ances required.

CASH AND CASH EQUI VALENTS
For purposes of the statenents of cash flow, the Conpany considers all

highly liquid investnents purchased with original maturities of three nonths or
less to be cash equival ents.
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PROPERTY AND EQUI PMENT

Property and equi pnent are stated at cost. The Conpany provides for

depreci ation using the straight-line method over the estimted useful lives as
fol l ows:

Conputers and software 5 years

Machi nery and equi pnent 5 years

Furniture and fixtures 5 years

Expendi tures for nmintenance and repairs are charged to operations as
incurred while renewal s and betternments are capitalized. Gains or |osses on the
sal e of property and equi pnent are reflected in the statenents of operations.

LI CENSES

Li censes are stated at cost and are anortized using the straight-1line
net hod over the |icense periods of five years.

| MPAI RVENT OF LONG LI VED ASSETS

The Conpany, in accordance with Statenent of Financial Accounting
Standards No. 144, "Accounting for Inpairment on D sposal of Long-lived Assets"”,
reviews for inpairment of long-lived assets and certain identifiable intangibles
whenever events or circunstances indicate that the carrying anount of the asset
may not be recoverable. An inpairnment |oss would be recogni zed when esti mated
future cash flows expected to result fromthe use of the asset and its eventual
disposition is less than its carrying amount. As of June 30, 2004, the Conpany
deermed that certain long-lived assets were inpaired and wote off $478,904. As
of June 30, 2005, the Conpany was not aware of any events or changes in
circunmstances that would indicate that the long-1ived assets are inpaired.

WARRANTI ES

The Conpany does not allow the right of return on product sal es but
provides a factory warranty for one year fromthe shipnent which is covered by
the Conpany's vendor. These products are shipped directly fromthe vendor to the
custonmers. As a result, the Conpany does not accrue any warranty expenses.

ADVERTI SI NG AND MARKETI NG COSTS

The conpany expenses the costs of advertising and marketing as
incurred. The Conpany incurred no advertising and marketing expenses during the
years endi ng June 30, 2005 and 2004, respectively.

I NCOVE TAXES

The Conpany accounts for incone taxes under the asset and liability
met hod of accounting. Under this method, deferred tax assets and liabilities are
recogni zed for the future tax consequences attributable to differences between
the financial statenent carrying anounts of existing assets and liabilities and
their respective tax bases. Deferred tax assets and liabilities are nmeasured
using enacted tax rates expected to apply to taxable income in the years in
whi ch those tenporary differences are expected to be recovered or settled. The
effect on deferred tax assets and liabilities of a change in tax rates is
recogni zed in incone in the period that includes the enactnment date. A valuation
all owance is required when it is less likely than not that the Conmpany will be
able to realize all or a portion of its deferred tax assets.

RESULT OF OPERATI ONS
The following table sets forth, for the fiscal years ended June 30,

2005 and 2004, sel ected consolidated statenments of operations data expressed as
a percentage of sales:
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2005 2004
Net sal es 100. 0% 100. 0%
Cost of goods sold 68. 7% 93. 6%
Gross profit 31. 3% 6. 4%
Selling, general and administrative expenses 237. 7% 106. 2%
Research and devel opnent 8. 0% 3. 9%
Loss from operations -214. 4% -103. 7%
O her expense, net -1.5% -32. 4%
Net | oss before incone taxes -215. 9% -136. 1%
Provi sion for incone taxes 0.3% 0.1%
Net | oss -216. 2% -136.2%

RESULTS OF OPERATI ONS
YEAR ENDED JUNE 30, 2005 COVMPARED TO YEAR ENDED JUNE 30, 2004

NET SALES - Net sal es decreased by $1, 376,199, or 82.0% from $1,678,268 for the
year ended June 30, 2004 to $302,069 for the year ended June 30, 2005. The
overal | decrease can be attributed to the Conpany's business strategy that
shifted itself frombeing a product engi neering conpany to a product

devel opnment / marketing conpany. During this period the Conpany focused its
efforts and resources on the design of CDVA nodul e and nodem products, which
resulted in a decrease in sales.

GROSS PROFIT - Goss profit increased in terms of net sales percentage as the
percentage of gross profit was 31.3%for the year ended June 30, 2005, conpared
to 6.4% for the correspondi ng period of 2004. The gross profit percentage
increase can be attributed to its shift frombeing a product engineering conpany
to a product devel opment/ marketing conpany. During our first year as the

devel oper of our own nobile phone products, we spent nore than the expected cost
to devel op and manufacture the products, including nunerous re-works,

re-devel opments, and other product related activities, all of which contributed
to the low gross profit margin for the fiscal year 2004. . Selling, General, and
Admini strative - Selling, general, and admi nistrative expenses decreased by

$1, 063,471 or 59.7% from $1, 781,630 for the year ended June 30, 2004 to

$718, 159 for the year ended June 30, 2005. The decrease can be attributed to
decreased sal es/ marketing efforts, reducing engi neering expense, accounting
charges and cost savings resulting fromreduction of the general and

admi nistrative infrastructure.

RESEARCH AND DEVELOPMENT - Research and devel opnent expenses decreased by

$40, 664 or 62.7% from $64, 864 for the year ended June 30, 2004 to $24,200 for
the year ended June 30, 2005. The decrease was nainly attributable to the design
of CDMA nodul es and nodens, rather than full GSM phone design.

OTHER EXPENSE, NET - Ot her expenses decreased by $540,011 or 99.2% from
$544,525 for the year ended June 30, 2004 to $4,514 for the year ended June 30,
2005. The decrease was due to | osses on inpairment of fixed assets and

intangi bl e assets of $478,904 for the year ended June 30, 2004. There were no
| osses on inpairnment of fixed assets and intangible assets for the fiscal year
ended June 30, 2005.

GO NG CONCERN MATTERS

The acconpanying consolidated financial statenents have been prepared in
conformty with generally accepted accounting principles, which contenplate
continuation of the Conpany as a going concern. The Conpany incurred net |osses
of $653,242 and had negative cash flows from operations of $413,516 for the year
ended June 30, 2005. These factors raise substantial doubt about the Company's
ability to continue as a going concern.

Recovery of the Conpany's assets is dependent upon future events, the outcone of
whi ch is indeterm nable. The Conmpany's attainment of profitable operations is
dependent upon its obtaining adequate debt and equity financing and achieving a
| evel of sales adequate to support the Conpany's cost structure. In addition,
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realization of a major portion of the assets in the acconpanying bal ance sheet
i s dependent upon the Conpany's ability to nmeet its financing requirenments and
the success of its plans to sell its products. The financial statenments do not
include any adjustnents relating to the recoverability and classification of
recorded asset ampunts or anmpunts and classification of liabilities that mght
be necessary should the Conpany be unable to continue in existence. Managenent
plans to raise additional equity capital, continue to develop its products, and
mar ket the products.

LI QU DI TY AND CAPI TAL RESOURCES

Qur cash and cash equival ents decreased by $169,506 to $39, 542 as of June 30,
2005 conpared to $209, 048 as of June 30, 2004. The cash sources cane prinarily
fromissuance of equity securities, and to a | esser extent, collections of sales
revenues. The Conpany has relied on sales of new shares to suppl enent the
funding of operations for an extended period of tinme. The Conpany's working
capital decreased by $940,944 as we continued to invest in our devel opment and
busi ness devel opment efforts and fund the loss incurred in 2005 and 2004.

The Conpany believes that its current working capital deficit of $718,531 and
antici pated working capital to be generated by future operations will not be
sufficient to support the Conpany's working capital requirements through | east
June 30, 2006.

OPERATI NG ACTIVITIES - Net cash used in operating activities anmounted to
$413,516 in 2005 and $1, 675,222 in 2004. The decrease fromthe prior period
relates mainly to |l ower ambunts used in research and devel opnent service by
stoppi ng the service and focused in the research and devel opnent for the
Conpany's own nodul e and wite-off of fixed assets and intangible assets of
$478,904 as they were deened to be inpaired as of June 30, 2004.

I NVESTI NG ACTIVITIES - Net cash used in investing activities totaled $4,000 in
2005, consisting of capital expenditures. Net cash used in investing activities
in 2004 total ed $1,829 consisting of capital expenditures.

FI NANCI NG ACTIVITIES - Net cash provided by financing activities in 2005 total ed
$248, 010, consisting of proceeds of $218,010 fromthe issuance of Common Stock
and addi tional borrowi ngs from stockhol ders of $30, 000.

CONTRACTUAL OBLI GATI ONS AND OTHER COMM TMENTS

Qur principal future obligations and commi tnments as of June 30, 2005, include
the foll ow ng:

LEASES

The Conpany | eases its adninistrative facilities under a non-cancel abl e
operating |l ease that expires on April 30, 2007. In addition to the

m ni mum annual rental commitnents, the | ease provides for periodic cost
of living increases in the base rent and paynent by the Conpany of
conmon area costs. Rent expense related to the operating | ease was

$37, 103 and $51, 467 for the years ended June 30, 2005 and 2004,
respectively.

The Conpany al so | eases certain test equiprment and an autonobile under
an operating |l ease. Lease expenses related to these itens were $4, 840
and $22, 053 during the years ended June 30, 2005 and 2004,
respectively.

LI TI GATI ON

During June 2005, the Conpany's landlord filed a suit against the
Conpany al |l eging that the Conpany defaul ted under the | ease when the
Conpany failed to pay rent. The action was settled, with the Conpany
agreeing to pay $9,308, to be paid in twelve equal nmonthly installnents
starting on Decenber 6, 2005. This bal ance has been accrued in the
current and long-termliabilities in the bal ance sheet as of June 30,
2005.

In addition, the Conpany is involved in certain | egal proceedings and
claims which arise in the normal course of business. Managenent does
not believe that the outcome of these matters will have any materi al
adverse effect on the Conpany's consolidated financial condition.

- 10 -
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SUPPLY AND PURCHASE AGREEMENTS

In May 2005, the Conpany entered into a contract for |ow cost GSM phone
and a worl dw de distribution agreement with a design and manufacturing
conpany. The agreenent provides for a one-year termand may be extended
on a year-to-year basis thereafter.

REPURCHASE OF SHARES

The Conpany has agreed to repurchase the shares held by Hanjin Jhun,
its fornmer Chief Executive Officer, for the price paid by M. Jhun,
$.005 per share. M. Jhun holds approximately 2,000,000 shares. The
Conpany plans to repurchase the shares for cash during the fourth
quarter of its 2006 fiscal year.

I TEM 7. FI NANCI AL STATEMENTS

The financial statenments and the suppl enentary financial information
required by this Itemand included in this report are listed in the Index to
Consol i dated Fi nancial Statenents begi nning on page F-1.

I TEM 8. CHANGES I N AND DI SAGREEMENTS W TH ACCOUNTANTS ON ACCOUNTI NG AND
FI NANCI AL DI SCLOSURE

None.

| TEM 8A. CONTROLS AND PROCEDURES

As of the end of the fiscal year ended June 30, 2005, the Conpany
carried out an evaluation, under the supervision and with the participation of
menbers of our managenent, including our Chief Executive Oficer and Chief
Financial Oficer, of the effectiveness of the design and operation of our
conpany' s disclosure controls and procedures pursuant to Rule 13a-15(b) of the
U S. Securities Exchange Act of 1934 (the "Exchange Act"). Based on this
eval uation, our Chief Executive Officer and Chief Financial Oficer concluded
that, as of June 30, 2005, our disclosure controls and procedures, related to
internal control over financial reporting and the recording of certain equity
transactions, were not effective in light of the material weaknesses descri bed
bel ow.

1. I nadequat e Financial Statenment Preparation and Revi ew Procedures -
We do not have adequate procedures and controls to ensure that
accurate financial statenments can be prepared and reviewed on a
tinely basis, including insufficient

a. review and supervision wthin the accounting and finance
departments;

b. underlying accurate data to ensure that bal ances are
properly summarized and posted to the general |edger; and

c. technical accounting resources.

2. | nadequat e Segregation of Duties - W do not have adequate
procedures and controls in place to ensure proper segregation of
duties within the accounting department. As a result, adjustnents
in the financial statenents could occur and not be prevented or
detected by our controls in a tinely manner.

3. I nadequat e Techni cal Accounting Expertise - W |acked the
necessary depth of personnel with adequate technical accounting
expertise to ensure the preparation of interimand annual
financial statements in accordance with GAAP. This nateri al
weakness represented nore than a renote |ikelihood that a nateri al
mi sstatement of our annual or interimfinancial statenents for
fiscal 2005 would not have been prevented or detected.

Because of its inherent limtations, internal control over financial
reporting may not prevent or detect msstatenents. Al so, projection of any
eval uation of effectiveness to future periods is subject to the risk that
controls may become i nadequate because of changes in conditions, or that the
degree of conpliance with the policies or procedures may deteriorate.

- 11 -
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| TEM 8B. OTHER | NFORVATI ON
Not appl i cabl e.
PART 111

ITEM 9. DI RECTORS, EXECUTIVE CFFI CERS, PROMOTERS AND CONTROL PERSONS;
COWPLI ANCE W TH SECTI ON 16(a) OF THE EXCHANGE ACT

EXECUTI VE OFFI CERS OF THE REG STRANT

Set forth below are the nanes, ages, titles and present and past positions of
the executive officers of the Conpany.

NAMVE ACE POSI TI ON
OC Kim 42 President, Acting Chief Financial Oficer and a Director
Gary Nel son 64 Director
David Kim 52 Director
Taejin Kim 41 Director

M. OC Kim has been a director of the Conpany since Septenber 2003 and
is currently serving as the President and Acting Chief Financial Oficer of the
Conpany. Prior to joining the Conpany, M. Kimwas the Chief Qperating Oficer
of Axesstel Inc., a pioneering devel oper of CDVA Wrel ess Local Loop Products.
Before joining Axesstel, he was the president of the US Sales office for Kol on
Data Communi cations Co., Ltd., one of Korea's nobst proninent technol ogy
congl onerates. He began his career at Lucky CGoldstar (LG El ectronics. He has
nore than 14 years of successful experience in sales, marketing and operations
managenent in the tel ecommunications and information systems industries. He
earned a B. A from Sogang University in Korea.

M. Gary Nel son becarme a director of Franklin Wreless in April 2001.
He is also the co-founder and current President of Churchill Mortgage
Corporation, an incone property nortgage banking firmbased in Los Angel es,
California, which is the loan correspondent for the general and real estate
separate accounts of major life insurance conpanies and their pension fund
sources. The Churchill portfolio consists of approximately $4.5 billion in
loans. In addition, M. Nelson is the Chairman of the Board of Directors for
Churchill Mrtgage of Arizona, Inc., and Churchill Real Estate, Inc. Prior
experiences include conputer marketing to the aerospace industry with Control
Dat a Corporation and design engineering on the Apollo Project with North
American Aviation.

He holds a B.S. in Mechanical Engineering from Kansas State University
and an MBA fromthe University of Southern California.

M. David Kim has been a director since Septenber 2003. He currently
serves as Chairman of Westech Korea, a Korean venture capital firm

Dr. Taejin Kimhas been a director since Septenber 2003. He currently
serves as director of iPacific Partners Inc., a Korean venture capital conpany.

The Board of Directors has no commttees, and has not adopted a Code of
Ethics. Directors do not receive conpensation for serving on the Board of
Directors.

SECTI ON 16(A) BENEFI Cl AL OANERSHI P REPCRTI NG COVPLI ANCE

Section 16(a) of the Securities Exchange Act of 1934 requires officers
and directors, and persons who own nore than ten percent of our equity
securities, to file reports of ownership and changes in ownership with the
Securities and Exchange Conmi ssion (the "Conmission"). Oficers, directors and
greater than ten percent beneficial owners are required by Comm ssion

- 12 -



<PAGE>

regul ations to furnish the Conpany with copies of all forms they file pursuant
to Section 16(a). Based solely on our review of the copies of such forns it
received and witten representations fromreporting persons required to file
reports under Section 16(a), to our know edge all of the Section 16(a) filing
requi renents applicable to such persons with respect to fiscal 2005 were
conplied with, except that M. Jhun did not file a Form4 in connection with his
acqui sition of Common Stock under his Enpl oynment Agreenent.

I TEM 10. EXECUTI VE COVPENSATI ON

The following table sets all conpensation paid or accrued by the
Conpany during the years ended June 30, 2004 and 2005 to its Chief Executive
Oficer, President and Chief Qperating O ficer, and Chief Technology O ficer.
(the "Naned Executive Oficers")

<TABLE>
<CAPTI ON>
Annual Conpensation Al Oher No. of Securities Underlying
Conpensat i on Options Ganted
Name and Principal Position Year Sal ary Bonus
<S> <C <C <C <C <C
Haj i n Jhun, CEOC* 2004 NA - 0- - 0- - 0-
2005 $6, 000 (1) -0- -0- -0-
OC Kim President 2004  $100, 000( 2) -0- - 0- - 0-
2005  $100, 000 (3) -0- - 0- - 0-
Peter Won, VP of Engineering 2004 NA -0- -0- -0-
2005 $90, 000 (4) -0- - 0- - 0-
</ TABLE>

*M . Jhun resigned fromall positions with the Conpany in March 2006.

(1) $50,000 per year contracted but agreed to receive $2,000 per nonth
until the Conpany is able to obtain future funding from other
i nvestors.

(2) $35,000 of this anpunt was deferred.

(3) $50,500 of this anpunt was deferred.

(4) $25,500 of this anpunt was deferred.

The Conpany had no outstandi ng enpl oyee stock options as of June 30, 2005 and
2004.

| TEM 11. SECURI TY OMNERSHI P OF CERTAI N BENEFI Cl AL OANERS AND NMANAGEMENT AND
RELATED STOCKHOLDER NMATTERS

The following table sets forth certain information regarding the benefici al
ownershi p of the Conpany's Common Stock as of June 30, 2005 by each director and
executive officer of the Company, each person known to the Conpany to be the
beneficial owner of nore than 5% of the outstanding Commobn Stock, and all
directors and executive officers of the Conpany as a group. Except as otherw se
i ndi cated bel ow, each person has sole voting and investnment power with respect
to the shares owned, subject to applicable community property |aws.

SHARES BENEFI Cl ALLY OANED

OC Kim 104, 943,534 13.23%
9853 Pacific Heights Blvd. Suite N
San Di ego, CA 92121
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Gary Nel son

9853 Pacific Heights Blvd. Suite N

San Diego, CA 92121 24, 227, 000 3. 00%
Taejin Kim 67,968, 889 (1) 8.57%
Davi d Kim 88, 805, 746 (2) 11.29%

Al directors and executive officers of
the Conpany as a group (4 persons)........ 285, 945, 169 36. 08%

(1) Consists of shares owned by iPacific Partners, of which Taejin Kimis an
of ficer

(2) Consists of shares owned by Westech Korea, of which David Kimis an officer.

| TEM 12. CERTAI N RELATI ONSHI PS AND RELATED TRANSACTI ONS

None.

| TEM 13. EXH BI TS

No. Descri ption

2.1 Anmended and Restated Agreenent and Plan of Merger, dated July 31, 2003,
bet ween Accetio, Inc. and Franklin Tel ecommunications Corp. (1)

3.1 Restated Articles of Incorporation of Franklin Wreless Corp.

3.2 Byl aws of Franklin Wreless Corp. (2)

10.1 Co- Devel oprent, Co- Oanership and Supply Agreenent, dated January 5,
2005 between the Conpany and C- Mtech Co., Ltd.

10.2 Lease, dated March 16, 2005, between the Conpany and MP Sorrento Mesa,
LLC

(1) Incorporated by reference from Report on Form8-K, filed on Septenber 26,
2003

(2) Incorporated by reference from Anendnent No. 2 to Registration Statenent on
Form S-3, filed on July 28, 2000

| TEM 14. PRI NCI PAL ACCOUNTANT FEES AND SERVI CES

The following table shows the fees paid or accrued for the audit and
other services provided by Choi, Kim& Park, LLP for fiscal 2005 and 2004.

FY 2005 FY 2004
Audi t Fees $25, 000 $25, 000
Audi t - Rel at ed Fees -- --
Tax Fees -- --
Al Oher Fees -- --
Total Fees $25, 000 $25, 000

The fees set forth on the foregoing table were paid during the 2006
fiscal year, but relate to the audits of the fiscal years set forth. Audit
services of Choi, Kim& Park, LLP for fiscal 2005 and 2004 consisted of the
exami nation of the consolidated financial statements of the Conpany. Al of the
servi ces described above were approved in advance by the Board of Directors.

- 14 -
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SI GNATURES
In accordance with Section 13 of 15(d) of the Exchange Act, the
regi strant caused this report to be signed on its behalf by the undersigned,
thereunto duly authorized.
Franklin Wrel ess Corp.

By: /s/ OC Kim

OC Kim President

Dated: May 19, 2006

Pursuant to the requirenents of the Securities Exchange Act of 1934, this report
has been signed bel ow by the follow ng persons on behal f of the registrant and

in the capacities and on the dates indicated.

Si gnature Title Dat e

(1) Principal Executive, Financial and Accounting O ficer

/sl CC KIM Presi dent Acting Chief Financial
———————————————————— Officer and a Director May 19,

/sl GARY NELSON Chai rnman of the Board of May 19,
-------------------- Directors
Gary Nel son
/sl DAVID KIM Director May 19,
David Kim
/sl TAE JIN KIM Director May 19,

Tae Jin Kim

2006

2006

2006

2006
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REPORT OF | NDEPENDENT REG STERED PUBLI C ACCOUNTI NG FI RM

To the Board of Directors and Stockhol ders
Franklin Wrel ess Corp.
San Diego, California

W have audited the acconpanying consolidated bal ance sheets of
Franklin Wreless Corp. and subsidiary as of June 30, 2005 and 2004 and the
rel ated consolidated statenents of operations, changes in stockholders' deficit,
and cash flows for the years ended June 30, 2005 and June 30, 2004. These
financial statements are the responsibility of the Conpany's managenent. Qur
responsibility is to express an opinion on these financial statenments based on
our audits.

We conducted our audits in accordance with the standards of the Public
Conpany Accounting Oversight Board (United States). Those standards require that
we plan and performthe audits to obtain reasonabl e assurance about whether the
financial statements are free of material msstatenment. The Conpany is not
required to have, nor were we engaged to perform an audit of its internal
control over financial reporting. Qur audit included consideration of internal
control over financial reporting as a basis for designing audit procedures that
are appropriate in the circunstances, but not for the purposes of expressing an
opi nion on the effectiveness of the Conpany's internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes
exam ning, on a test basis, evidence supporting the ampunts and disclosures in
the financial statements. An audit also includes assessing the accounting
principles used and significant esti mates nmade by nmanagenent, as well as
evaluating the overall financial statenent presentation. W believe that our
audits provided a reasonabl e basis for our opinion.

I'n our opinion, the consolidated financial statenents referred to above
present fairly, in all material respects, the consolidated financial position of
Franklin Wreless Corp. and subsidiary as of June 30, 2005 and 2004, and the
results of their operations and their cash flows for the years ended June 30,
2005 and June 30, 2004 in conformty wth accounting principles generally
accepted in the United States of Anerica.

The acconpanyi ng financial statenments have been prepared assumning that
the Conpany will continue as a going concern. As nore fully described in Note 2,
the Conpany has incurred operating |losses in fiscal 2005 and 2004, negative cash
flows fromoperations, and has |imted cash and other resources to fund future
operations. Managenent's plans concerning these matters are al so discussed in
Note 2. The financial statements do not include any adjustnents that m ght
result fromthe outcome of these uncertainties.

Choi, Kim& Park, LLP
San Diego, California
March 30, 2006



<PAGE>

FRANKLI N W RELESS CORP.
Consol i dat ed Bal ance Sheets

June 30,
2005 2004
ASSETS
Current assets:
Cash and cash equival ents $ 39, 542 $ 209,048
Accounts receivable -- 100, 000
Total current assets 39, 542 309, 048
Property and equi pnent, net 14,921 17, 120
I ntangi bl e asset, net 97,917 142,917
O her assets 2,107 5,318
Total assets $ 154, 487 $ 474,403
LI ABI LI TI ES AND STOCKHOLDERS' DEFICI T
Current liabilities
Accounts payabl e $ 17, 926 $ 46, 635
Accrued liabilities 150, 147 40, 000
Not es payabl e to stockhol ders, current portion 590, 000 --
Total current liabilities 758, 073 86, 635
Not es payabl e to stockhol ders, |ong-term portion -- 560, 000
G her long-termliabilities 3,878 --
Total liabilities 761, 951 646, 635
St ockhol ders' deficit:
Common Stock, no par val ue, authorized 900, 000, 000
shares and Preferred Stock, no par value, authorized
10, 000, 000 shares; Common Stock issued and outstanding -
793, 040, 050 and 773,040,050 for 2005 and 2004,
respectively and no Preferred Stock issued for 2005 and
2004 -- --
Addi tional paid-in capital 3,784, 393 3, 566, 383
Stock subscription receivable (17, 395) (17, 395)
Accunul ated deficit (4,374, 462) (3,721, 220)
Total stockhol ders' deficit (607, 464) (172, 232)
Total liabilities and stockhol ders' deficit $ 154, 487 $ 474,403

See acconpanying notes to consolidated financial statenents.
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FRANKLI N W RELESS CORP.
Consol i dated Statenments of Operations

Fi scal Years ended June 30,

2005 2004

Net sal es 302, 069 $ 1,678,268
Cost of goods sold 207, 638 1,571, 517
G oss profit 94, 431 106, 751
Operating expenses:

Sel ling, general and administrative 718, 159 1,781, 630

Research and devel opnent 24, 200 64, 864
Total operating expenses 742, 359 1, 846, 494
Loss from operations (647, 928) (1, 739, 743)
Q her inconme (expense):

I nterest expense -- (55, 352)

I nterest incone 571 13,122

Loss on inpairnment of fixed assets -- (332, 053)

Loss on inpairnent of intangible assets -- (146, 851)

O her expenses, net (5, 085) (23, 391)
Total other expense, net (4,514) (544, 525)
Net | oss before incone taxes (652, 442) (2,284, 268)
Provi sion for incone taxes 800 800
Net | oss (653, 242) $ (2,285,068)
Basi c Loss per share (0.0008) $ (0.0045)
Diluted | oss per share (0.0008) $ (0.0045)
Wei ght ed average common shares outstanding - basic 778, 040, 050 510, 242, 611
Wi ght ed average common shares out standing - 778, 040, 050 510, 242, 611

See acconpanyi ng notes to consolidated financial
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Consol i dated Statenents of Stockhol ders'

FRANKLI N W RELESS CORP.

Common St ocks

Equity (Deficit)

Tot al
Addi ti onal St ockhol der s’
Pai d-in Accunul at ed St ock Equity
Shar es Armount Capi t al Deficit Subscri ption (Deficit)
Bal ance, June 30, 2003 149, 395, 606 -- $ 430,000  $(1,436,152) $ -- $(1, 006, 152)
I ssuance of Common
stock 623, 644, 444 -- 3, 136, 383 -- -- 3, 136, 383
Stock subscription
recei vabl es -- -- -- -- (17, 395) (17, 395)
Net | oss -- -- -- (2, 285, 068) -- (2,285, 068)
Bal ance, June 30, 2004 773, 040, 050 -- 3, 566, 383 (3,721, 220) (17, 395) (172, 232)
| ssuance of Common
st ock 20, 000, 000 -- 218, 010 -- -- 218, 010
Net | oss -- -- -- (653, 242) -- (653, 242)
Bal ance, June 30, 2005 793, 040, 050 -- $ 3,784, 393 $(4, 374, 462) $ (17, 395) $ (607, 464)
See acconpanying notes to consolidated financial statenents
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FRANKLI N W RELESS CORP.
Consol i dated Statenments of Cash Fl ows

Fi scal Years Ended June 30,

CASH FLOAS FROM OPERATI NG ACTI VI Tl ES:
Net | oss $ (653, 242) $(2, 285, 068)
Adjustments to reconcile net loss to net cash
used in operating activities:

Loss on inpairnent of fixed assets -- 332, 053
I ntangi bl e assets inpairnent charge -- 146, 851
Depreci ati on and anorti zation 6, 199 43, 494
Anmortization of intangible assets 45, 000 82,083
I ncrease (decrease) in cash due to change in:
Accounts receivabl e 100, 000 (25, 156)
I ntangi bl e assets -- (67,171)
O her assets 3,211 41,592
Account s payabl e (28, 709) 23,513
Accrued liabilities 110, 147 32,587
O her long-termliabilities 3,878 - -
Net cash used in operating activities (413, 516) (1, 675, 222)

CASH FLOWNS FROM | NVESTI NG ACTI VI Tl ES:
Pur chases of property and equi pnent (4, 000) (1, 829)

CASH FLOWS FROM FI NANCI NG ACTI VI Tl ES:

Line of credit -- (298, 000)
Borrowi ngs from st ockhol ders 30, 000 10, 000
Proceeds fromissuance of commpn stock 218, 010 1, 736, 768
Increase in stock subscriptions receivable -- (17, 395)

Net cash provided by financing activities 248, 010 1,431, 373

Net decrease in cash (169, 506) (245, 678)
Cash and cash equival ents, begi nning of year 209, 048 454,726
Cash and cash equival ents, end of year $ 39, 542 $ 209, 048

Suppl ement al di scl osure of cash flow information:
Cash paid during the year for:
I nt er est $ -- $ 5, 352
I ncorres t axes $ 800 $ 800

See acconpanying notes to consolidated financial statenents.
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FRANKLI N W RELESS CORP.
Notes to Consolidated Financial Statenents
June 30, 2005 and 2004

NOTE 1 - NATURE OF OPERATI ONS

Franklin Wreless Corp. ("Franklin" or the "Conpany") designs, builds,
and markets broadband hi gh speed data conmmuni cati on products such as 3G wirel ess
nodul e and mbdem I n addition, service for its technology is provided to
vertical application conpanies. The Conpany offers Wrel ess Sol ution
Provi der/ Enabl er. The Conpany is in position of an enabler of new narkets and
products to technol ogy provider. The Conpany is in position of a solution
provi der to el ectronic consunmer product conpanies.

The Conpany's products are marketed through Oiginal Equi pment
Manuf acturers ("OEMs") and distributors, as well as directly to operators and
end users. The Conpany's custoners are located primarily in the United States,
Canada, South Anerica, Asia, and parts of Europe in a w de range of industries
including cellular operators, governnment, PC nmaker, and application integrator.
I'n sumary, the Conpany's products are narketed to cellular operators for
end-users as well as conputer/handhel d conputing industry, autonotive industry,
telenetry, other vertical narkets.

NOTE 2 - GO NG CONCERN MATTERS

The acconpanyi ng consol i dated financial statenents have been prepared
in conformty with U S. generally accepted accounting principles ("GAAP"), which
contenpl ate continuation of the Conpany as a going concern. The Conpany incurred
a net |oss of $653,242 and had negative cash flows from operations of $413,516
for the year ended June 30, 2005. These factors raise substantial doubt about
the Conpany's ability to continue as a goi ng concern.

Recovery of the Conpany's assets is dependent upon future events, the
outcorme of which is indeterminable. The Conpany's attai nnent of profitable
operations is dependent upon its obtaining adequate debt and equity financing
and achieving a | evel of sales adequate to support the Conpany's cost structure.
In addition, realization of a major portion of the assets in the acconpanying
bal ance sheet is dependent upon the Conpany's ability to nmeet its financing
requi renents and the success of its plans to sell its products. The financial
statenments do not include any adjustnents relating to the recoverability and
classification of recorded asset ampunts or anounts and cl assification of
liabilities that mght be necessary should the Conpany be unable to continue in
exi stence. Managenent plans to raise additional equity capital, continue to
devel op its products, and market the products.

NOTE 3 - SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI ClI ES
PRI NClI PLES OF CONSOLI DATI ON

The acconpanyi ng consol i dated financial statenents include the accounts
of Franklin and its wholly owned subsidiary, ARG Al inter-conpany bal ances and
transactions have been elim nated. The Conpany's subsidiary, ARG was not in

operation during the fiscal years 2005 and 2004.
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SEGVENT REPORTI NG

The Conpany has two reportabl e segnments as defined by SFAS No. 131,
Di scl osure About Segnents of an Enterprise and Related Information. The
Conpany's subsidiary located in South Korea, ARG was not active during the
fiscal years 2005 and 2004. Furthernore, all of its subsidiary's assets were
witten off during the fiscal year 2004 as the operation was shut-down during
the period. As a result, the Conpany's consolidated financial statenents only
i ncl ude $550, 000 of debt from ARG financial statenents. Al of the Company's
investnents in subsidiary and inter-conpany bal ances have been el i n nated.

ESTI MATES

The preparation of financial statenents requires managenent to nake
estimates and assunptions that affect the reported anpunts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported ampbunts of revenue and expenses during
the reporting periods. Actual results could differ fromthose estimates.

REVENUE RECOGNI TI ON

The Conpany recogni zes revenue when persuasive evidence of an
arrangenment exists, the price is fixed or determ nable, collection is reasonably
assured and delivery of products has occurred or services have been rendered.
Accordi ngly, the Conpany recogni zes revenues from product sal es upon shipnent of
the product to the custoners. The Conpany does not allow the right of return on
product sales but provides a factory warranty for one year fromthe shipnent
whi ch is covered by the Conpany's vendor. Allowance for doubtful accounts is
estimated based on estinates of |osses related to customer receivabl e bal ances.
Esti mates are devel oped by using standard quantitative nmeasures based on
hi storical |osses, adjusting for current econonic conditions and, in sonme cases,
eval uating specific customer accounts for risk of loss. The establishment of
reserves requires the use of judgnent and assunptions regarding the potenti al
for |l osses on receivabl e bal ances. Though the Conpany considers these bal ances
adequat e and proper, changes in econonmic conditions in specific markets in which
the Conpany operates could have a naterial effect on reserve bal ances required.

CASH AND CASH EQUI VALENTS

For purposes of the statenents of cash flows, the Conpany considers all
highly liquid investnents purchased with original maturities of three nonths or
less to be cash equival ents.

PROPERTY AND EQUI PMENT

Property and equi pnent are stated at cost. The Conpany provides for

depreci ation using the straight-line method over the estimted useful lives as
foll ows:

Conput ers and software 5 years

Machi nery and equi pnent 5 years

Furniture and fixtures 5 years

Expendi tures for nmaintenance and repairs are charged to operations as
incurred while renewal s and betternments are capitalized. Gains or |osses on the
sal e of property and equi pment are reflected in the statements of operations.

I NTANG BLE ASSETS - LI CENSES

Li censes are stated at cost and are anortized using the straight-1ine
net hod over the license periods of five years or life of the license.

| MPAI RVENT OF LONG LI VED ASSETS

The Conpany, in accordance with Statenment of Financial Accounting
Standards No. 144, "Accounting for Inpairment on Disposal of Long-lived Assets"”,
reviews for inpairnent of long-lived assets and certain identifiable intangibles
whenever events or circunstances indicate that the carrying amount of the asset
may not be recoverable. An inpairment |oss would be recogni zed when estinated
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future cash flows expected to result fromthe use of the asset and its eventual
disposition is less than its carrying amount. As of June 30, 2004, the Conpany
deermed that certain long-lived assets were inpaired and wote off $478,904. As
of June 30, 2005, the Conpany was not aware of any events or changes in
circunmstances that would indicate that the long-1ived assets are inpaired.

WARRANTI ES

The Conpany does not allow the right of return on product sal es but
provides a factory warranty for one year fromthe shipnent which is covered by
the Conpany's vendor. These products are shipped directly fromthe vendor to the
custonmers. As a result, the Conpany does not accrue any warranty expenses.

ADVERTI SI NG AND MARKETI NG COSTS

The conpany expenses the costs of advertising and marketing as
incurred. The Conpany incurred no advertising and marketing expenses during the
years ending June 30, 2005 and 2004, respectively.

I NCOVE TAXES

The Conpany accounts for incone taxes under the asset and liability
met hod of accounting. Under this method, deferred tax assets and liabilities are
recogni zed for the future tax consequences attributable to differences between
the financial statenent carrying anounts of existing assets and liabilities and
their respective tax bases. Deferred tax assets and liabilities are neasured
using enacted tax rates expected to apply to taxable income in the years in
whi ch those tenporary differences are expected to be recovered or settled. The
effect on deferred tax assets and liabilities of a change in tax rates is
recogni zed in incone in the period that includes the enactnment date. A valuation
all owance is required when it is less likely than not that the Conmpany will be
able to realize all or a portion of its deferred tax assets.

LOSS PER SHARE

The Conpany reports |oss per share in accordance with Statenent of
Fi nanci al Accounting Standards No. 128, "Earnings Per Share". Basic |oss per
share is conputed using the wei ghted average nunber of shares outstanding during
the year. Diluted earnings per share include the potentially dilutive effect of
out standi ng common stock options and warrants which are convertible to common
shares.

CONCENTRATI ONS OF CREDI T RI SK

The Conpany sells its products throughout the United States and South
Anerica and extends credit to its custoners and perforns ongoing credit
eval uati ons of such customers. The Conpany eval uates its accounts receivable on
a regular basis for collectibility and provides for an all owance for potential
credit | osses as deened necessary.

RECENTLY | SSUED ACCOUNTI NG PRONOUNCEMENTS

In Decenber 2004, the FASB issued SFAS No. 153, "Exchanges of
Non- nonet ary Assets-An Anendment of APB Opinion No. 29, Accounting for
Non- nonetary Transactions" ("SFAS 153"). SFAS 153 elimnates the exception from
fair value neasurenent for non-nonetary exchanges of simlar productive assets
in paragraph 21(b) of APB Opinion No. 29, "Accounting for Non-nonetary
Transactions," and replaces it with an exception for exchanges that do not have
commer ci al substance. SFAS 153 specifies that a non-nobnetary exchange has
commerci al substance if the future cash flow of the entity is expected to change
significantly as a result of the exchange. SFAS 153 is effective for the fiscal
peri ods begi nning after June 15, 2005. The Conpany is currently evaluating the
effect that the adoption of SFAS 153 will have on its consolidated results of
operations and financial condition but does not expect it to have a naterial
i npact .
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I'n Novenber 2004, the FASB issued SFAS No. 151, Inventory costs-an
amendrment of ARB No. 43, Chapter 4" ("FAS No. 151"). This statenment anmends the
guidance in ARB NO 43 to clarify the accounting for abnormal amounts of idle
facility expense, freight, handling costs and spoilage. FAS NO. 151 requires
that these itenms be recogni zed as current period charges. The Conpany has
adopted FAS No. 151, which had no effect on consolidated financial statenents.

In May 2003, the FASB issued SFAS No. 150, "Accounting for Certain
Financial Instruments with Characteristics of both Liabilities and Equity"
("SFAS 150"). SFAS 150 establishes standards for how an issuer classifies and
neasures certain financial instruments with characteristics of both liabilities
and equity that have been presented either entirely as equity or between the
liabilities section and the equity section of the statenent of financial
posi tion. For non-SEC registrants, SFAS 150 is effective for financial
instrunents entered into or nodified after Decenber 15, 2004. Managenent
bel i eves that the adoption of this statement does not have a material inpact on
the results of operations, the financial position or cash flows of the Conpany.

NOTE 4 - ACCOUNTS RECEI VABLE
Accounts receivable at June 30, 2005 and 2004 consisted of receivable

fromcustoner in the anobunt of $0 and $100, 000, respectively. During the year
ended June 30, 2005, the Conpany collected the outstanding ambunt of $100, 000.

NOTE 5 - PROPERTY AND EQUI PMENT

Property and equi pment at June 30 consisted of the follow ng:

2005 2004
Conput ers and software $ 22,224 $ 21,224
Machi nery and equi pnent 3, 000 --
Furniture and fixtures 8,713 8,713
33,937 29, 937
Less accunul at ed depreci ati on (19, 016) (12, 817)
TOTAL $ 14,921 $ 17,120

NOTE 6 - | NVESTMENT | N SUBSI DI ARY

In April 2002, the Conpany invested $384,615 to its wholly owned
subsidiary in South Korea for R& and manufacturing support. Since August 2003
and as of June 30, 2005 and 2004, ARG has been inactive.
NOTE 7 - | NTANG BLE ASSETS

The Conpany purchased |icenses to design phone and data conmmuni cation
products. Below are the details for the |icenses.
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2005 2004
GSM software |icense $ 200 000 $ 200 000
Text input nethods |icenses 25, 000 25, 000
225000 225,000
Less accunul ated anorti zation (127, 083) (82, 083)
Net Bal ance $ ) 97 917 $ 142 917

GSM software |icense was contracted with a supplier for the Conpany to
desi gn GSM phone and nodul e and was paid in Septenber of 2002. This software
l'icense has an approximate |life of 5 years based on the life of the GSM
sof t war e.

Text input nethod |icense was paid in Cctober of 2002 and has an
approximate life of 5 yeas or the life of the text input license.

NOTE 8 - OTHER ASSETS

Security deposit as of June 30 consisted of the follow ng:

2005 2004
Lease deposit $ 1,824 $ 5, 318
Utility deposit 283 --
TOTAL $ 2,107 $ 5,318

NOTE 9 - NOTES PAYABLE TO STOCKHOLDERS

2005 2004
Proni ssory Note $ 10,000 $ 10,000
Prom ssory Note 30, 000 --
Non-i nterest Bearing Note 550, 000 550, 000
Tot al 590, 000 560, 000
Less current portion (590, 000) --
Long-term portion $ -- $ 560, 000

The Conpany issued a non-interest bearing prom ssory note in the anmount
of $10,000 to the Conpany's former chief technology officer on June 30, 2004.

During June 2005, the Conpany issued a promissory note to its
stockhol der in the anpunt of $30,000 with no interest. The note is convertible
to the Conpany's common stock upon issuance at the option of the holder at
exercise price on the date of issuance, or $0.005. The note was converted to the
Conpany's common stock at $0.005 on Novenber 11, 2005.

On August 20, 2002, the Conpany's wholly owned subsidiary, ARG issued a
prom ssory note to the Conpany's stockholder in the ambunt of $550, 000 including
10% i nterest due on March 20, 2004. The Conpany and the stockhol der agreed to
change the promi ssory note to a convertible prom ssory note in the anpunts of
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$550, 000 including 10%interest during the year ended June 30, 2004. The note is
convertible to the Conmpany's comon stock at the option of the holder at a
conversion price equal to the fair value of the Conpany's common stock on the
date of issuance, or $0.005. As of June 30, 2005, this note was not converted to
the Conpany's common st ock.

In accordance with U S. generally accepted accounting principles, all
non-interest bearing notes nmust be di scounted using the Conpany's average
borrow ng rate. The bal ance was deenmed i mmaterial and did not record the
di scounted amount as of June 30, 2005 and 2004.

NOTE 10 - ACCRUED LI ABI LI TI ES

Accrued liabilities at June 30 consisted of the follow ng:

2005 2004
Sal ari es $111, 000 $ 35, 000
O her accrued liabilities 39, 147 5, 000
TOTAL $150, 147 $ 40, 000

NOTE 11 - COVM TMENTS AND CONTI NGENCI ES
OPERATI NG LEASES

The Conpany |leases its administrative facilities under a non-cancel abl e
operating |l ease that expire on April 30, 2007. In addition to the m ni mum annual
rental commitnents, the | eases provide for periodic cost of living increases in
the base rent and paynent by the Conpany of commpn area costs. Rent expense
related to the operating | ease was $37, 103 and $51, 467 for the years ended June
30, 2005 and 2004, respectively.

The Conpany al so | eases certain test equiprment and autonobile under an
operating | ease. Lease expenses related to these itens were $11,620 and $28, 616
during the years ended June 30, 2005 and 2004, respectively.

Future mni num | ease paynents under operating |eases at June 30, 2005
are as follows:

Operating Equi pnent
Year Endi ng Lease and Auto
June 30 (Facility) Leases
2006 $ 20, 040 $ 6, 780
2007 20, 844 1, 148
$ 40, 884 7,928

LI TI GATI ON

During June 2005, the Conpany's landlord filed a suit against the
Conpany al |l eging that the Conpany defaulted under the ternms and conditions of
the Conpany's | ease agreenment when the Conpany failed to pay for its facility
| ease valued at $18,221. Both parties have settled at $9,308 to be paid in
twel ve equal monthly installnents starting on Decenber 6, 2005. This bal ance is
properly accrued in the current and long-termliabilities in the balance sheet
as of June 30, 2005. In addition, the Conpany is involved in certain |egal
proceedi ngs and clains which arise in the normal course of business. Managenent
does not believe that the outcome of these matters will have any materi al
adverse effect on the Conpany's consolidated financial condition.
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SUPPLY AND PURCHASE AGREEMENTS

In May 2005, the Conpany entered into a contract for |ow cost GSM phone
and a worldw de distribution agreenent with a design and nanufacturing conpany.
The agreenment provides for a one-year termand may be extended on a year-to-year
basis thereafter.

PRI VATE PLACEMENT EXEMPTI ONS

The Conpany's private placenents of securities have been issued in
transactions intended to be exenpt fromregistration under the Securities Act of
1933 pursuant to the provisions of Regulation D pronul gated thereunder. These
rules include factors pursuant to which one or nore private placenent
transactions may be integrated as part of other offerings and include rules that
limt the dollar anpunt that can be raised and the nunmber of non-accredited
investors that can participate

In the event any of the Conpany's private placenent transactions,
including private placenent transactions undertaken by the Conpany since the
transactions referred to above, were deened to be integrated, it is possible
that the exenption fromthe registration requirenents of the Securities Act of
1933 woul d not be available for one or nore of those offerings. In the event
that one or nore of such transactions are deternmi ned not to have been exenpt
from such registration requirenents, the purchasers nay have the right to seek
resci ssion of the sales and/or seek noney damages agai nst the Conpany.
Managenent believes that each of the Conpany's private offerings were exenpt
fromthe registration requirenents of the Securities Act of 1933.

OFFI CER EMPLOYMENT AGREEMENT

Each officer serves at the discretion of our board of directors. The
Conpany has entered into a one-year renewabl e enpl oynment agreenment with Hajin
Jhun, our Chief Executive Oficer in March 2005. The annual sal ary under the
Enpl oynent Agreenent is $50,000; however, M. Jhun agreed to receive $2,000 per
nonth until Franklin receives at |east $500,000 from external funding or
conpl etes a business transaction equivalent to $2,000,000 or nore during the
first year of his enploynent. Under the Agreenent the Conpany al so issued M.
Jhun 20, 000, 000 shares of common stock, valued at $0.005 per share, or $100, 000,
and warrants to purchase 45,000,000 shares of Common Stock. O these warrants,
20, 000, 000 shares are subject to the CEOs ability to obtain contracts from
custonmers for nore than $2,000,000 and 25, 000,000 shares are subject to the
CEO's ability to obtain external investnents of nore than $500, 000 during the
first year of enploynment. Subsequently, none of the perfornmance was net and, as
aresult, all of the warrants were forfeited.

On April 15, 2002, the Conpany entered into a renewabl e three-year
enpl oyment agreement with its president. The annual salary for the officer is
$150, 000. The officer may at his option convert up to 50% of his conpensation
into stock options to purchase the Conpany's common stock. No stocks were
provi ded as of June 30, 2005 and 2004.

NOTE 12 - EARNI NGS PER SHARE

Basi ¢ earnings per share ("EPS") excludes dilution and is conputed by
dividing net income or loss attributable to common sharehol ders by the
wei ght ed- aver age nunber of common shares outstanding for the period. As of June
30, 2005 and 2004, the Conpany did not have any dilutive common stock shares.
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NOTE 13 - STOCKHOLDERS DEFICIT
COVMON STOCKS

The Conpany has authorized 900, 000, 000 shares of common stock and
10, 000, 000 shares of preferred stock of which 793, 040,050 and 773, 040, 050 shares
wer e outstanding as of June 30, 2005 and 2004, respectively. No preferred stocks
were issued as of June 30, 2005 and 2004, respectively. No dividends have been
declared or paid during fiscal years 2005 and 2004.

WARRANTS

I'n connection with the hiring of a Chief Executive Oficer ("CEO') of
the Conpany in March 2005, the Conpany issued 20, 000, 000 shares of commpn stock,
val ued at $0.005 per share (or $100,000) to the CEO. Also, the Conpany issued
warrants to purchase 45,000,000 shares, at an exercise price of $0.001 per
share, subject to certain performance standards during the first year of
enpl oynment. O the warrants, 20,000,000 shares are subject to the CEOs ability
to obtain contracts fromcustoners for nore than $2,000,000. and 25, 000, 000
shares are subject to the CEOs ability to obtain external investnments of nore
than $500, 000 during the first year of the CEO s enployment. Subsequently, none
of the performance was nmet and as a result, all of the warrants were forfeited

STOCK | SSUANCES

During the year ended June 30, 2005 and 2004 the Conpany conpl eted the
foll owi ng conmon stock transactions:

o] Sept enber 2003 to May 2004 - The Conpany issued 623, 644, 444 during
this period as a part of nerger agreenment with Accetio, Inc.
("Accetio"), a wireless conpany |located in San Di ego, California,
to a various Accetio shareholders and private investors in the
gross proceeds of $3,136,383 at a various price per share. Al of
these stocks issued approxi mated the fair nmarket price at the date
of issuance and as a result, not stock conpensati on expense was
recorded as of June 30, 2004.

o Sept enber 2004 - One of the Conpany's officers returned his shares
according to the mlestone contract with the Conpany and the
Conpany repurchased 34,174,300 shares at his original investnent,
$10, 000. A private investor purchased 34,174, 300 shares at
$118, 010 from the Conpany. $118,010 was recorded as increase of
additional paid in capital as of Jun 30, 2005 wi thout any change
of common st ocks.

o] April 2005 - The Conpany issued 20, 000,000 shares to CEO at $0.005
per share in the gross proceeds of $100,000. The issuance price
approxi mated market price at that time off issuance and as result,
no stock conpensation expense was recorded as of June 30, 2005.

NOTE 14 - | NCOVE TAXES

No provision for income taxes for the years ended June 30, 2005, 2004,
and 2003 is required, except for mininmmstate taxes, since the Conmpany incurred
| osses during such years.

The Conpany accounts for incone taxes under the asset and liability
net hod of accounting. Under this nmethod, deferred tax assets and liabilities are
recogni zed for the future tax consequences attributable to differences between
the financial statement carrying anpunts of existing assets and liabilities and
their respective tax bases. Deferred tax assets and liabilities are nmeasured
using enacted tax rates expected to apply to taxable income in the years in
whi ch those tenporary differences are expected to be recovered or settled. The
effect on deferred tax assets and liabilities of a change in tax rates is
recogni zed in incone in the period that includes the enactnent date. A valuation
al lowance is required when it is less likely than not that the Conmpany will be
able to realize all or a portion of its deferred tax assets.
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NOTE 15 - | NACTI VE OPERATI ON (ARG I nc)

The Conpany has a wholly owned subsidiary in South Korea to utilize to
design the cellular phone. During the latter part of 2003, the Conpany
discontinued its financial support and operations of ARG but kept the business
as an inactive subsidiary for future use. The subsidiary will be used for
supporting manufacturing and sourci ng new product and busi ness during the 2007
fiscal year.

NOTE 16 - SUBSEQUENT EVENTS
| SSUANCE OF COMMON STOCK

Novenber 11, 2005 - The Conpany converted a $30, 000 note payable to a
stockhol der into Commopn Stock. The Conpany issued 6,000,000 shares in connection
with the conversion, at $0.005 per share.

Novenber 11, 2005 - The Conpany issued 36,000,000 cormpn stock shares
at $0.0085 in the ampunt of $305,000 to an unaffiliated investor.

NOTE PAYABLE TO STOCKHOLDER

During June 2005, the Conpany issued a promi ssory note to a stockhol der
in the anount of $30,000, without interest. The note is convertible to the
Conpany's common stock upon issuance at the option of the hol der at exercise
price on the date of issuance, or $0.005. The note was converted into shares of
the Conpany's common stock at $0.005 on Novenber 11, 2005.

REPURCHASE OF SHARES

The Conpany has agreed to repurchase the shares held by Hanjin Jhun,
its former Chief Executive Oficer, for the price paid by M. Jhun, $.005 per
share. M. Jhun hol ds approximately 2,000,000 shares. The Conpany plans to
repur chase the shares for cash during the fourth quarter of its 2006 fiscal
year.



<PAGE>
Exhibit 3.1

Restated Articles of Incorporation
of
Frankl i n Tel ecomruni cations Corp.

Frank W Peters and Hel en West certify that:

1. They are the President and Secretary, respectively, of Franklin
Tel ecomuni cations Corp., a California corporation.

2. The Articles of Incorporation of this Corporation, as anmended to the
date of filing of this certificate, including amendnents set forth herein but
not separately filed (and with the om ssions required by Section 910 of the
Corporations Code) are restated as set forth in Exhibit A hereto.

3. The anendnent and restatenment of the Articles of Incorporation has
been duly approved by the Board of Directors.

4. The anendnents as included in the Restated Articles of Incorporation

(other than omnissions required by Section 910 of the Corporations Code) have
been duly approved by the required vote of shareholders in accordance with
Section 902 of the California Corporations Code. The corporation has only one
class of shares outstanding and the total nunber of outstanding shares of the
Corporation is 89,869,006 shares of Common Stock. The total nunber of shares
voting in favor of the anendnent equal ed or exceeded the vote required. The
percentage vote required was nore than fifty percent.

We further declare under penalty of perjury under the laws of the State
of California that the matters set forth in this Certificate are true and
correct of our own know edge.

Dated: July 18, 2003

/sl Frank W Peters

Frank W Peters, President

/'s/ Hel en West

Hel en West, Secretary
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Restated Articles of Incorporation
of
Frankl i n Tel ecomruni cations Corp.

1. The nane of this corporation is:
Frankl i n Tel ecommuni cations Corp.

2. The purpose of the corporation is to engage in any |awful act or
activity for which a corporation nay be organi zed under the General Corporation
Law of California other than the banking business, the trust conpany business or
the practice of a profession permtted to be incorporated by the California
Cor por ati ons Code.

3. The liability of the directors of the corporation for nonetary
damages shall be elimnated to the fullest extent perm ssible under California
| aw.

4. The corporation is authorized to provide indemification of agents
(as defined in Section 317 of the California Corporations Code) through byl aw
provi sions, agreenments with agents, vote of shareholders or disinterested
directors or otherwise, in excess of the indemification otherwi se pernmtted by
Section 317 of the California Corporations Code, subject only to the applicable
limts set forth in Section 204 of the California Corporations Code with respect
to actions for breach of duty to the corporation and its sharehol ders.

5. (a) The corporation is authorized to issue two classes of stock,
desi gnated "Common Stock" and "Preferred Stock", respectively. The nunber of
shares of Common Stock authorized to be issued is Nine Hundred MI1ion
(900, 000, 000), and the nunmber of shares of Preferred Stock authorized to be
issued is Ten MIlion (10,000, 000).

(b) The Preferred Stock may be divided into such nunber of series as
the Board of Directors nay determine. The Board of Directors is authorized to
determine and to alter the rights, preferences, privileges and restrictions
granted to or inposed upon any whol |y unissued series of Preferred Stock, and to
fix the nunber of shares of any series of Preferred Stock and the designation of
any such series of Preferred Stock. The Board of Directors, within the limts
and restrictions stated in any resolution or resolutions of the Board of
Directors originally fixing the nunmber of shares constituting any series, may
increase or decrease (but not bel ow the nunber of shares of such series then
out standi ng) the nunber of shares of any series subsequent to the issue of
shares of that series.
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Exhibit 10.1

CO- DEVELCPMENT, CO- OANERSHI P

This Agreenent ("the Agreement” or "this Agreenent") is made this 5th
day of Jan, 2005 (the "Effective Date") by Franklin Wreless Corporation, a
California corporation |ocated at 9565 Waples Street, Suite 100, San Di ego, CA
92121, USA ("Franklin") and C Mdtech Co., Ltd. Located at 5F Etronix Bldg.,
17-10 Yoi dodong, Youngdungpo-gu, Seoul, Korea 150-874. ("CMJ')

WHEREAS, Franklin and CMO are devel opers and provi ders of wirel ess access
devi ces for worldw de markets.

WHEREAS, Franklin and CMO wish to enter into a partnership to jointly devel op
and market the Product to USA and worldwi de narkets.

NOW THEREFORE, in consideration of the nmutual covenants and prom ses
set forth herein, the parties hereby agree as foll ows:

1. Products

The Products include all access devices designed with Qual conmis MSM 5100, 5500
and 6500 chi pset solutions provided or designed by CMO or both conpani es.

2. Distinctive Roles of Each Party.

Recogni zi ng the strength and expertise each party brings to this strategic
al liance the parties have agreed to the followi ng role assignnment in their
rel ationshi p:

Franklin is responsible for the marketing, sales and distribution, field
testing, certifications of the Product to wireless service operators and ot her
commercial buyers within the Territory.

CMO wi || be responsible for the design, devel opment, testing, certification, and
conpl etion of the Product as well as the efficiency and the quality of the
product manufacturing process.

3. Territory

CMO agrees Franklin will have the exclusive rights to market the Products in
South, North and Central America. The current customers handled by CMOw || be
transferred to Franklin gradually by both nutual agreed upon.
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Franklin agrees CMO wi Il have the exclusive rights to freely market the Products
in regions other than North, Central and South Anerica.

4. Product price and paynent

The initial price for the Products as privately labeled is set forth on Exhibit
A, subject to nodification fromtine to tine upon nutual agreenent so as to keep
the Products conpetitive.

The terms of paynent shall be L/C 40 days ahead from date of delivery or other
terms by mutual agreed.

5. Purchase Order.

5.1. Al Purchase Oders (i) are subject to the terns and conditions of
this Agreenent; (ii) must be set forth in witing, (iii) nmust be submtted by
appropriate personnel of Franklin, and (iv) nmay be submitted at any tine during
the termof this Agreenent by Franklin to CMOvia facsimle, electronic mail or
el ectroni c data interchange.

5.2. Al shipnments of Products shall be F.O B. Korea. Al shipnments
shal | be nmade in accordance with Franklin's instructions as set forth in the
correspondi ng Purchase Order. Such instructions are subject to change upon
subm ssion of tinmely witten notice by Franklin.

5.3. Purchase Orders accepted by CMO but not delivered to the carrier
for shipnent to Franklin as of the requested delivery date set forth in the
Purchase Order shall be deermed to be "past due." Franklin reserves the right to
cancel, postpone or reschedul e any past due Purchase Orders.

6. Brand

The Products will be supplied by CMO to Franklin bearing a Franklin approved
private | abel and packaging. Franklin will provide the artwork.

7. Intellectual Property Rights

Both CMO and Franklin shall have own the rights of the Products USB Dongle, Card
Bus, PCl Bus and Mbdul e designed with MSM 5500 dual band products. In the event
sell the rights of the Products to others in partial or in whole, both shall
need the other party's prior witten approval. Future products and the

devel opment cost shall be decided fromtime to time by nmutual agreed upon. Both
parties agree the right of the products designed with MSM 5500 dual band will be
transferred to the other party in the event any party is in condition of section
8.2 (iii), (iv) and (v).
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8. Term and Term nati ons

8.1. The initial termof this Agreenent is for two years (2) years
comrenci ng on the date set forth above. This Agreenent shall automatically renew
and extend for additional terms of one (1) year each unless either party hereto
has provided the other with witten notice of its intention to ternminate this
Agreenent at |east sixty (60) days prior to the end of the existing term

8.2. Either party may termnate this Agreement i mediately upon witten
notice to the other party if the other party (i) is in default of any materi al
obligation hereunder, and, if curable, such party has failed to cure such
default within thirty (30) days after recei pt bf such notice; (ii) violates any
international, federal, state, provincial or local lawrelating to or affecting
this Agreenent; or (iii) makes a general assignnment for the benefit of its
creditors; (iv) files or does not object to the filing against it of any
petition in bankruptcy or insolvency in any federal or state proceeding; (v) has
a receiver or trustee appointed for all or a material portion of its assets.
Termination of this Agreement for any of the reasons set forth in this Section 8
shal |l not affect the obligations or rights of either party regarding invoices
out standi ng or anmounts owed at the time of such term nation.

9. Warranty

CMO warrants that (in addition to those warranties inplied by law) the Products
together with the packaging, |abeling and other nmaterial furnished by CMO shall
(a) be free fromdefects; (b) conply with the laws, rules, orders and

regul ati ons of applicable governnent authorities; and (c) not infringe on any
third parties' proprietary rights, patents, trademarks or copyrights. Franklin
shoul d notify the above (b) and Cc) to CMO in advance before shipping The
Products. CMO shall warrant the contents which is agreed by both parties
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CMO warrants that the Products are free fromdefect in material, workmanship and
desi gn under normal use and service.

This warranty shall be for a period of thirteen (13) nonths after delivery to
Franklin. If during this warranty period, the Products fail to nmeet the
warranties herein, CMO shall, at its expense, correct such defect by repair or
repl acenent of the defective part of the Products without delay. If Franklin can
correct such defect by repair or replacenent of defective parts in a Franklin
repair center, Franklin nmay do so and CMO shall be responsible for the costs and
expenses incurred. |f the defect cannot be repaired, CMOwill issue Franklin a
credit or refund of the purchase price.

10. Manufacturing

CMO will use its best efforts to establish manufacturing of the technol ogy
wirel ess products on a SKD basis in a country where duties are reduced.

11. Indemification; Limtation of Liability.

11.1. Subject to the provisions of Section 11.2. below, CMO shall
indemi fy, defend and hold harm ess Franklin fromand agai nst any and all clains
brought against Franklin with respect to any breach by CMO of any provision of
this Agreenent. Subject to the provisions of Section 11.2. below, Franklin
indemi fy, defend and hold harm ess CMO from and agai nst any and all clains
brought against CMO with respect to any breach by Franklin provision of this
Agreenent .

11.2. In no event shall either Franklin or CMO be |iable to the other
or any of their respective affiliates, agents or any other person or entity, for
any special, incidental, consequential, punitive or any other indirect |oss or
damage arising out of or related to the performance by the parties hereto of
their respective obligations hereunder, or the use or performance of any
Product, service or system regardl ess of whether the action is for breach of
contract or warranty, negligence (except for personal injury due to negligence),
strict liability, tort or otherwise. No action shall be brought for any alleged
breach of this Agreenent nore than one (1) year after the accrual of such cause
of action except for nopney due on open account.

4
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12. Dispute Resol ution.

Any dispute, claimor controversy which nmay arise under or in relation to this
Agreenent shall be settled between the parties hereto negotiating in good faith.
If the parties are unable to resolve any such dispute within sixty (60) days of
notice that such dispute exists, the parties agree that will subnit the dispute
to nediation either in Los Angeles, California or in Seoul, Korea and select a
nedi ator in accordance with the procedures established by the International
Arbitration Association for the resolution of comrercial disputes. In any
arbitration proceeding, the arbitrator shall not be authorized to assess or

i npose any putative or consequential damages. Each party shall bear its own
costs and expenses in connection with any arbitration proceeding and shall share
equal ly the costs and expenses of the arbitrator.

13. Force Mjeure.

Nonper f ormance under this Agreenment by either Franklin or CMO shall be excused
and such party shall not be liable for any |oss, damage, penalty or expense, to
the extent that such perfornmance is rendered inpossible or delayed due to fire,
flood, acts of God or the public eneny, acts of governnent (whether / foreign,
federal, state, county or nunicipal) or governnent officials, |abor
difficulties, riot or any other cause where the failure to performor the del ay
is beyond the reasonable control of the non-performng party and wi thout the
negl i gence of such party.

14. M scel | aneous.

14.1. This Agreenent constitutes the entire understanding of the
parties hereto with respect to the subject matter hereof and supersedes all
prior witten or oral communications or understandi ngs between the parities.
Thi s Agreenent nmay not be anended or nodified in any respect unless set forth in
a witing signed by authorized officers of each of the parties hereto.

14.2. This Agreenent is nade in, governed by, and shall be construed
solely in accordance with the internal |aws of Seoul, Korea w thout giving
effect to any rules regarding conflicts of |aws.

14.3. The rel ationship of the parties under this Agreenent shall be,
and shall at all times remain, one of partnership and contractors. This
Agreenent shall not be deened to constitute or create a joint venture and shall
not at any tine create a franchisor--franchisee, principal-agent, naster-servant
or enpl oyee-enpl oyer rel ati onship. Except as expressly set forth herein, neither
party hereto shall the right or authority to bind the other.
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14.4. Neither party may assign its rights, duties or obligations under
this Agreenent, in whole or in part, to any other party w thout the prior
witten consent of the other party hereto.

14.5. If any provision of this Agreenent is determined to be illegal,
invalid or unenforceable by a governnental agency or authority, or by any
federal or state court, having appropriate jurisdiction, such provision shall be
di sregarded and shall not affect the legality, validity and enforceability of
the renmi nder of this Agreenent.

14.6. Notices and other communications by either party / under this
Agreenent shall be deened given (i) when delivered by hand, (ii) upon the next
busi ness day followi ng delivery thereof to a reputable overnight carrier; or
(iii) as of the third business day after deposit thereof in the U S mails as
certified mail, postage prepaid, return receipt requested, addressed to the
principal place of business of the party as set forth bel ow

If to Franklin: If to CMO

9565 Waples Street 100 5F Bl dg. Etronix 17-10

San Di ego, CA 92121 Yoi do- dong, Youngdungpo-gu
Fax : 858-320-0576 Seoul , Korea

Fax : (2)785-2369

14.7. This Agreenent nay be executed in one or nore counterparts, each
of which shall be deemed to be an original and together shall be deened to
constitute but one and the same instrument. In addition, this Agreenment may be
executed by facsimle and the parties agree that such facsimle signatures shall
have the same force and effect for all purposes as original signatures.

[ Si gnature page follows]
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In Wtness Wiereof, the parties hereto have executed this Agreenent as of the
Ef fective Date.

C MOTECH CO. LTD

By: /s/ signature

(Title)

2005 01 05

FRANKLI N CORP.

By: /s/ signature

(Signature)

Presi dent

(Title)

1/7/05
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PRODUCT PRI CES
CM 5100

CMG- 1x800

CM 450

PC card

USB nodem

CM 5500U

CM 5500P

EXH BIT A
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Exhibit 10.2

LEASE
MP SORRENTO MESA, LLC, a Delaware linmted liability conpany
Landl ord
and
FRANKLI N W RELESS CORP., a California corporation

Tenant



<PAGE>

MULTI - TENANT | NDUSTRI AL NET LEASE

BUI LDI NG 9823 9883 Pacific Hei ghts Boul evard
5915 5995 M ra Mesa Boul evard

LANDL ORD: MP SORRENTO MESA, LLC,
a Delaware linmted liability conpany

LANDLORD S ADDRESS: 9833 Pacific Heights Blvd., Suite C
San Di ego, CA 92121

W RE | NSTRUCTI ONS AND/ OR MP SORRENTO MESA, LLC

ADDRESS FOR RENT PAYMENT: Dept. 1203
Los Angel es. CA 90084-1203

LEASE REFERENCE DATE: March 16, 2005

TENANT: FRANKLI N W RELESS CORP. ,

a California corporation
TENANT' S NOTI CE ADDRESS:

(a) As of beginning of Term 9853 Pacific Heights Blvd., Suite N
San Diego, California 92121

(b) Prior to beginning of
Term (if different):

PREM SES ADDRESS: 9853 Pacific Heights Blvd., Suite N
San Diego, California 92121

PREM SES RENTABLE AREA: Approxi mately 1,590 sq. ft. (for outline of
Prem ses see Exhibit A)

USE: General O fice for sales, narketing and test
engi neering for wreless conmmunication device
products.

COMVENCEMENT DATE: May 1, 2005

TERM OF LEASE: Approxi mately two (2) years, zero (0) nonths

and zero (0) days beginning on the
Commencenent Date and ending on the
Term nation Date.

TERM NATI ON DATE: April 30, 2007
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<TABLE>
<CAPTI ON>
ANNUAL RENT and MONTHLY | NSTALLMENT OF RENT( Article 3):

<S> <C <C <C <C <G

5/ 1/ 2005 4/ 30/ 2006 1,590 $12. 60 $20, 040. 00 $1, 670. 00
512006  4/30/2007 1,590 si3.11 $20,844.00 $1,737.00
<TABLES
I'NI TI AL ESTI MATED MONTHLY | NSTALLMENT $377. 00
OF RENT ADJUSTMENTS (Article 4)
TENANT' S PROPORTI ONATE SHARE: 1. 06%
SECURI TY DEPCSI T: $1, 824. 00
ASSI GNVENT/ SUBLETTI NG FEE $1, 000. 00
REAL ESTATE BROKER DUE COWM SSI ON: CB Ri chard _EI l'is / Burnham Real

Estate Services

TENANT' S SI C CODE: 3679
AMORTI ZATI ON RATE: 12%

The Reference Pages information is incorporated into and made a part of the
Lease. In the event of any conflict between any Reference Pages information and
the Lease, the Lease shall control. This Lease includes Exhibits A through D
all of which are made a part of this Lease.

LANDLORD: TENANT:
MP SORRENTO MESA, LLC, a Del aware FRANKLI N W RELESS CORP., a
limted liability conpany Cal i fornia corporation

By: RREEF Managenent Conpany, a
Del awar e corporation

By: /s/ Peter Lloyd By: /s/ Ok Chae Kim
Nanme: Peter Lloyd Nane: Ok Chae Kim
Title: Vice President/Regional Director Title: President

Dated: 4/1/05 Dat ed: 3/22/05
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LEASE

By this Lease Landlord | eases to Tenant and Tenant |eases from Landlord the
Prem ses in the Building as set forth and described on the Reference Pages. The
Preni ses are depicted on the floor plan attached hereto as Exhibit A and the
Building is depicted on the site plan attached hereto as Exhibit A-1. The
Ref erence Pages, including all ternms defined thereon. are incorporated as part
of this Lease.

1. USE AND RESTRI CTI ONS ON USE.

1.1 The Premi ses are to be used solely for the purposes set forth on the
Ref erence Pages. Tenant shall not do or permit anything to be done in or about
the Premi ses which will in any way obstruct or interfere with the rights of
other tenants or occupants of the Building or injure, annoy, or disturb them or
allow the Premi ses to be used for any inproper, imoral, unlawful, or
obj ecti onabl e purpose, or conmt any waste. Tenant shall not do, permit or
suffer in, on, or about the Premi ses the sale of any al coholic |iquor without
the witten consent of Landlord first obtained. Tenant shall conply with all
governmental |aws, ordinances and regul ations applicable to the use of the
Premi ses and its occupancy and shall pronptly conply with all governnental
orders and directions for the correction, prevention and abatenment of any
violations in the Building or appurtenant |and, caused or permitted by, or
resulting fromthe specific use by, Tenant, or in or upon, or in connection
with, the Prenmises, all at Tenant's sol e expense. Tenant shall not do or pernit
anything to be done on or about the Premises or bring or keep anything into the
Premises which will in any way increase the rate of, invalidate or prevent the
procuring of any insurance protecting against |oss or danage to the Building or
any of its contents by fire or other casualty or against liability for damage to
property or injury to persons in or about the Building or any part thereof.

1.2 Tenant shall not, and shall not direct, suffer or pernmt any of its
agents, contractors, enployees, |icensees or invitees (collectively, the "Tenant
Entities") to at any time handl e, use, manufacture, store or dispose of in or
about the Premises or the Building any (collectively "Hazardous Material s")
fl ammabl es, expl osives, radioactive materials, hazardous wastes or material s,
toxic wastes or materials, or other simlar substances, petrol eum products or
derivatives or any substance subject to regulation by or under any federal,
state and local laws and ordinances relating to the protection of the
environnment or the keeping, use or disposition of environnentally hazardous
materials, substances, or wastes, presently in effect or hereafter adopted, all
anmendrments to any of them and all rules and regul ations issued pursuant to any
of such laws or ordinances (collectively "Environmental Laws"), nor shall Tenant
suffer or permt any Hazardous Materials to be used in any manner not fully in
conpliance with all Environmental Laws, in the Prenmises or the Building and
appurtenant |land or allow the environment to become contam nated with any
Hazardous Materials. Notw thstanding the foregoing, Tenant may handl e, store,
use or di spose of products containing small quantities of Hazardous Materials
(such as aerosol cans containing insecticides, toner for copiers, paints, paint
renmover and the like) to the extent customary and necessary for the use of the
Premni ses for general office purposes; provided that Tenant shall always handl e,
store, use, and dispose of any such Hazardous Materials in a safe and | awful
manner and never allow such Hazardous Materials to contaminate the Preni ses,
Bui | ding and appurtenant |and or the environnent. Tenant shall protect, defend,
indemi fy and hold each and all of the Landlord Entities (as defined in Article
30) harm ess fromand against any and all loss, clains, liability or costs
(including court costs and attorney's fees) incurred by reason of any actual or
asserted failure of Tenant to fully conply with all applicable Environnental
Laws, or the presence, handling, use or disposition in or fromthe Prem ses of
any Hazardous Materials by Tenant or any Tenant Entity (even though perm ssible
under all applicable Environmental Laws or the provisions of this Lease), or by
reason of any actual or asserted failure of Tenant to keep, observe, or perform
any provision of this Section 1.2.

1.3 Tenant and the Tenant Entities will be entitled to the non-exclusive
use of the common areas of the Building as they exist fromtinme to tinme during
the Term including the parking facilities, subject to Landlord' s rules and
regul ati ons regardi ng such use. However, in no event will Tenant or the Tenant
Entities park nore vehicles in the parking facilities than Tenant's
Proportionate Share of the total parking spaces available for common use. The
foregoing shall not be deened to provide Tenant with an exclusive right to any
parki ng spaces or any guaranty of the availability of any particular parking
spaces or any specific nunber of parking spaces.

1
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2. TERM

2.1 The Termof this Lease shall begin on the date ("Comencenent Date")
whi ch shall be the later of the Schedul ed Cormencenent Date as shown on the
Ref erence Pages and the date that Landlord shall tender possession of the
Prem ses to Tenant, and shall term nate on the date as shown on the Reference
Pages ("Termination Date"), unless sooner terminated by the provisions of this
Lease. Landl ord shall tender possession of the Premses with all the work, if
any, to be performed by Landlord pursuant to Exhibit B to this Lease
substantially conpl eted. Tenant shall deliver a punch list of items not
conpleted within thirty (30) days after Landlord tenders possession of the
Premi ses and Landl ord agrees to proceed with due diligence to performits
obligations regarding such itenms. Tenant shall, at Landlord's request, execute
and del iver a nenorandum agreenment provided by Landlord in the formof Exhibit C
attached hereto, setting forth the actual Commencenent Date, Termination Date
and, if necessary, a revised rent schedule. Should Tenant fail to do so within
thirty (30) days after Landlord' s request. the information set forth in such
nmenor andum Provi ded by Landl ord shall he conclusively presuned to be agreed and
correct.

2.2 Tenant agrees that in the event of the inability of landlord to deliver
possession of the Premi ses on the Schedul ed Cormencenent Date for any reason.
Landl ord shall not he liable for any damage resulting fromsuch inability. but
Tenant shall not be liable for any rent until the tinme when Landl ord can, after
notice to Tenant, deliver possession of the Prem ses to Tenant. No such failure
to give possession on the Schedul ed Conmencenent Date shall affect the other
obligations of Tenant under this Lease, except that if Landlord is unable to
del i ver possession of the Prem ses within one hundred twenty (120) days after
the Schedul ed Commencenent Date (other than as a result of strikes, shortages of
materials, holdover tenancies or simlar matters beyond the reasonabl e control
of Landlord and Tenant is notified by Landlord in witing as to such del ay),
Tenant shall have the option to termnate this Lease unless said delay is as a
result of: (a) Tenant's failure to agree to plans and specifications and/or
construction cost estimates or bids: (b) Tenant's request for naterials,
finishes or installations other than Landlord' s standard except those, if any,
that Landlord shall have expressly agreed to furnish without extension of tine
agreed by Landlord, (c) Tenant's change in any plans or specifications; or, (d)
performance or conpletion by a party enployed by Tenant (each of the foregoing,
a "Tenant Delay"). |If any delay is the result of a Tenant Delay, the
Commencenent Date and the paynment of rent under this Lease shall be accel erated
by the number of days of such Tenant Del ay.

2.3 In the event Landlord permts Tenant, or any agent, enployee or
contractor of Tenant, to enter, use or occupy the Premises prior to the
Commencenent Date, such entry, use or occupancy shall be subject to all the
provi sions of this Lease other than the paynent of rent, including, without
limtation, Tenant's conpliance with the insurance requirenments of Article 11.
Sai d early possession shall not advance the Term nation Date.

3. RENT.

3.1 Tenant agrees to pay to Landlord the Annual Rent in effect fromtime to
time by paying the Monthly Installnent of Rent then in effect on or before the
first day of each full calendar nonth during the Term except that the first
full nonth's rent shall be paid upon the execution of this Lease. The Mnthly
Installment of Rent in effect at any time shall be one-twelfth (1/12) of the
Annual Rent in effect at such tine. Rent for any period during the Termwhich is
less than a full nonth shall be a prorated portion of the Monthly Installnent of
Rent based upon the nunber of days in such nonth. Said rent shall be paid to
Landl ord, without deduction or offset and w thout notice or denand, at the Rent
Payment Address, as set forth on the Reference Pages, or to such other person or
at such other place as Landlord may fromtinme to tine designate in witing. If
an Event of Default occurs, Landlord may require by notice to Tenant that all
subsequent rent paynents be nade by an automatic paynent from Tenant's bank
account to Landlord' s account, wi thout cost to Landlord. Tenant nust inplenent
such automatic paynment systemprior to the next schedul ed rent paynment or within
ten (10) days after Landlord's notice, whichever is later. Unless specified in
this Lease to the contrary. all ampunts and suns payable by Tenant to Land lord
pursuant to this Lease shall be deenmed additional rent.

2
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3.2 Tenant recognizes that |ate payment of any rent or other sum due under this
Lease will result in administrative expense to Landlord, the extent of which
addi tional expense is extrenely difficult and econonmically inpractical to
ascertain. Tenant therefore agrees that if rent or any other sumis not paid
when due and payabl e pursuant to this Lease, a late charge shall be inposed in
an anmount equal to the greater of: (a) Fifty Dollars ($50.00), or (b) six
percent (6% of the unpaid rent or other paynent. The anopunt of the l|ate charge
to be paid by Tenant shall be reassessed and added to Tenant's obligation for
each successive nonth until paid. The provisions of this Section 3.2 in no way
relieve Tenant of the obligation to pay rent or other payments on or before the
date on which they are due, nor do the ternms of this Section 3.2 in any way
affect Landlord's renedies pursuant to Article 19 of this Lease in the event
said rent or other paynent is unpaid after date due.

4. RENT ADJUSTMENTS.

4.1 For the purpose of this Article 4. the following terns are defined as
foll ows:

4.1.1 LEASE YEAR Each fiscal year (as determ ned by Landlord from
tine to tine) falling partly or wholly within the Term

4.1.2 EXPENSES: Al costs of operation, maintenance. repair,
repl acement and managenent of the Building including the anbunt of any credits
whi ch Landlord grant to particular tenants of the Building in lieu of providing
any standard services or paying any standard costs described in this Section
4.1.2 for simlar tenants), as determ ned in accordance with generally accepted
accounting principles, including the follow ng costs by way of illustration, but
not limtation: water and sewer charges; insurance charges of or relating to all
insurance policies and endorsenents deenmed by Landl ord to be reasonably
necessary or desirable and relating in any nanner to the protection,
preservation, or operation of the Building or any part thereof; utility costs,
including, but not limted to, the cost of heat, |ight, power, steam gas; waste
di sposal ; the cost of janitorial services; the cost of security and alarm
services (including any central station signaling systen); costs of cleaning,
repairing, replacing and naintaining the common areas, including parking and
| andscapi ng, wi ndow cl eani ng costs; |abor costs; costs and expenses of managi ng
the Building including nmanagenent and/or administrative fees; air conditioning
nmai nt enance costs; el evator mai ntenance fees and supplies; material costs;
equi prent costs including the cost of nmintenance, repair and service agreenents
and rental and | easing costs; purchase costs of equipnent; current rental and
| easing costs of itens which would be capital itens if purchased; tool costs;
licenses, permits and inspection fees; wages and sal ari es; enpl oyee benefits and
payrol | taxes; accounting and | egal fees; and sales, use or service taxes
incurred in connection therewith. In addition, Landlord shall be entitled to
recover, as additional rent (which, along with any other capital expenditures
constituting Expenses, Landlord may either include in Expenses or cause to be
billed to Tenant along with Expenses and Taxes but as a separate iten), Tenant's
Proportionate Share of: (i) an allocable portion of the cost of capital
i mprovenent itenms which are reasonably cal cul ated to reduce operating expenses;
(ii) the cost of fire sprinklers and suppression systens and other |ife safety
systems; and (iii) other capital expenses which are required under any
governmental |aws, regul ations or ordinances which were not applicable to the
Building at the tine it was constructed; but the costs described in this
sentence shall be anortized over the reasonable life of such expenditures in
accordance with such reasonable life and anortization schedules as shall be
determ ned by Landlord in accordance with generally accepted accounting
principles, with interest on the unanortized anmount at one percent (1% in
excess of the Wall Street Journal prime |ending rate announced fromtine to
time. Expenses shall not include depreciation or anortization of the Building or
equi prent in the Building except as provided herein, |oan principal paynments,
costs of alterations of tenants' prem ses, |easing conm ssions, interest
expenses on | ong-term borrowi ngs or advertising costs.

4.1.3 TAXES: Real estate taxes and any other taxes, charges and
assessnments which are levied with respect to the Building or the |and
appurtenant to the Building, or with respect to any inprovenents, fixtures and
equi prent or other property of Landlord, real or personal, located in the
Bui | ding and used in connection with the operation of the Building and said
land, any paynents to any ground | essor in reinbursenent of tax paynents made by
such lessor; and all fees, expenses and costs incurred by Landlord in
investigating, protesting, contesting or in any way seeking to reduce or avoid
increase in any assessnents, levies or the tax rate pertaining to any Taxes to
be paid by Landlord in any Lease Year. Taxes shall not include an corporate
franchise, or estate, inheritance or net incone tax, or tax inposed upon any
transfer by Landlord of its interest ill this Lease or the Building or any taxes
to he paid by Tenant pursuant to Article 28.

3
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4.2 Tenant shall pay as additional rent for each Lease Year Tenant's
Proportionate Share of Expenses and Taxes incurred for such Lease Year.

4.3 The annual determ nation of Expenses shall be made by Landl ord and
shal | be binding upon Landlord and Tenant, subject to the provisions of this
Section 4.3. During the Term Tenant may review, at Tenant's sole cost and
expense, the books and records supporting such determ nation in an office of
Landl ord, or Landlord's agent, during normal business hours, upon giving
Landl ord five (5) days advance witten notice within sixty (60) days after
recei pt of such determnation, but in no event nore often than once in any one
(1) year period, subject to execution of a confidentiality agreement acceptable
to Landlord, and provided that if Tenant utilizes an independent accountant to
performsuch review it shall be one of national standing which is reasonably
acceptable to Landlord, is not conpensated on a contingency basis and is al so
subj ect to such confidentiality agreement. |f Tenant fails to object to
Landl ord's determ nation of Expenses within ninety (90) days after receipt, or
if any such objection fails to state with specificity the reason for the
obj ection, Tenant shall be deened to have approved such determ nation and shall
have no further right to object to or contest such determi nation. In the event
that during all or any portion of any Lease Year or Base Year, the Building is
not fully rented and occupi ed Landl ord shall make an appropriate adjustnment in
occupancy-rel ated Expenses for such year for the purpose of avoiding distortion
of the amount of such Expenses to be attributed to Tenant by reason of variation
in total occupancy of the Building, by enploying consistent and sound accounting
and managenent principles to determ ne Expenses that woul d have been paid or
incurred by Landlord had the Building been at |east ninety-five percent (95%
rented and occupi ed, and the anpunt so deternmined shall be deened to have been
Expenses for such Lease Year.

4.4 Prior to the actual determi nation thereof for a Lease Year, Landlord
may fromtime to time estimate Tenant's liability for Expenses and/ or Taxes
under Section 4.2, Article 6 and Article 28 for the Lease Year or portion
thereof. Landlord will give Tenant witten notification of the anpunt of such
estimate and Tenant agrees that it will pay, by increase of its Mnthly
Instal I ments of Rent due in such Lease Year, additional rent in the amunt of
such estinmate. Any such increased rate of Monthly Installnents of Rent pursuant
to this Section 4.4 shall remain in effect until further witten notification to
Tenant pursuant hereto.

4.5 Wen the above nentioned actual determination of Tenant's liability for
Expenses and/or Taxes is made for any Lease Year and when Tenant is so notified
inwiting, then:

4.5.1 If the total additional rent Tenant actually paid pursuant to
Section 4.3 on account of Expenses and/or Taxes for tile Lease Year is |ess than
Tenant's liability for Expenses and/or Taxes, then Tenant shall pay such
deficiency to Landlord as additional rent in one lump sumw thin thirty (30)
days of receipt of Landlord's bill therefor; and

4.5.2 If the total additional rent Tenant actually paid pursuant to
Section 4.3 on account of Expenses and/or Taxes for the Lease Year is nore than
Tenant's liability for Expenses and/or Taxes, then Landlord shall credit the
di fference against the then next due paynments to be made by Tenant under this
Article 4, or, if the Lease has ternminated, refund the difference in cash.

4.6 If the Commencenent Date is other than January 1 or if the Term nation
Date is other than Decenber 31, Tenant's liability for Expenses and Taxes for
the Lease Year in which said Date occurs shall be prorated based upon a three
hundred sixty-five (365) day year.

5. SECURI TY DEPCSI T. Tenant shall deposit the Security Deposit w th Landl ord
upon the execution of this Lease. Said sumshall be held by Landlord as security
for the faithful performance by Tenant of all the terns, covenants and
conditions of this Lease to be kept and perforned by Tenant and not as an
advance rental deposit or as a neasure of Landlord's damage in case of Tenant's
default. If Tenant defaults with respect to any provision of this Lease,

Landl ord may use any part of the Security Deposit for the paynment of any rent or
any other sumin default, or for the paynent of any ampbunt which Landl ord nay
spend or becone obligated to spend by reason of Tenant's default, or to
conpensate Landlord for any other |oss or damage which Landl ord may suffer by
reason of Tenant's default. If any portion is so used, Tenant shall within five
(5) days after witten demand therefor, deposit with Landlord an anount
sufficient to restore the Security Deposit to its original amount and Tenant's
failure to do so shall be a naterial breach of this Lease. Except to such
extent, if any, as shall be required by law, Landlord shall not be required to
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keep the Security Deposit separate fromits general funds, and Tenant shall not
be entitled to interest on such deposit. |If Tenant shall fully and faithfully
performevery provision of this Lease to be perforned by it, the Security
Deposit or any bal ance thereof shall be returned to Tenant at such tine after
termnation of this Lease when Landlord shall have determined that all of
Tenant's obligations under this |ease have been fulfilled. Notwithstanding
anything to the contrary contained herein or in Article 23 hereof, Tenant hereby
wai ves the provisions of Section 1950.7 of the California Cvil Code, or any
simlar or successor Regulations or other |laws now or hereinafter in effect.

6. ALTERATI ONS.

6.1 Except for those, if any, specifically provided for in Exhibit B to
this Lease, Tenant shall not neke or suffer to be nmade any alterations.
additions, or inprovenents, including, but not limted to, the attachnment of any
fixtures or equipnent in, on, or to the Premi ses or any part thereof or the
maki ng of any inprovenents as required by Article 7, without the prior witten
consent of Landlord. Wen applying for such consent, Tenant shall, if requested
by Landl ord, furnish conplete plans and specifications for such alterations,
additions and inprovenents. Landlord's consent shall not be unreasonably
withheld with respect to alterations which (i) are not structural in nature.
(ii) are not visible fromthe exterior of the Building, (iii) do not affect or
require nodification of the Building' s electrical, mechanical, plunbing, HVAC or
other systems. and (iv) in aggregate do not cost nore than $5.00 per rentable
square foot of that portion of the Prem ses affected by the alterations in
questi on.

6.2 In the event Landl ord consents to the making of any such alteration,
addition or inprovenent by Tenant, the same shall be made by using either
Landl ord's contractor or a contractor reasonably approved by Landlord, in either
event at Tenant's sole cost and expense. If Tenant shall enploy any contractor
other than Landlord's contractor and such other contractor or any subcontractor
of such other contractor shall enploy any non-union |abor or supplier, Tenant
shal | be responsible for and hold Landlord harnl ess fromany and all del ays,
damages and extra costs suffered by Landlord as a result of any dispute with any
| abor uni ons concerning the wage, hours, terns or conditions of the enploynent
of any such labor. In any event Landl ord may charge Tenant a construction
managenent fee not to exceed five percent (5% of the cost of such work to cover
its overhead as it relates to such proposed work. plus third-party costs
actual ly incurred by Landlord in connection with the proposed work and the
design thereof, with all such amunts being due five (5) days after Landlord's
demand.

6.3 All alterations. additions or inprovenents proposed by Tenant shall be
constructed in accordance with all government |aws, ordinances, rules and
regul ations, using Building standard materials where applicable, and Tenant
shall, prior to construction, provide the additional insurance required under
Article 11 in such case, and also all such assurances to Landlord as Landl ord
shall reasonably require to assure paynment of the costs thereof, including but
not limted to, notices of non-responsibility, waivers of lien, surety conpany
per formance bonds and funded construction escrows and to protect Landl ord and
the Building and appurtenant |and agai nst any |oss fromany nechanic's,
material men's or other liens. Tenant shall pay in addition to any suns due
pursuant to Article 4, any increase in real estate taxes attributable to any
such alteration, addition or inprovement for so long, during the Term as such
increase is ascertainable: at Landlord' s election said suns shall be paid in the
same way as sums due under Article 4. Landlord may, as a condition to its
consent to any particular alterations or inprovenents, require Tenant to deposit
with Landl ord the amobunt reasonably estinated by Landlord as sufficient to cover
the cost of renoving such alterations or inprovenents and restoring the
Prem ses, to the extent required under Section 26.2.

7. REPAI R

7.1 Landlord shall have no obligation to alter, renodel. inprove, repair,
decorate or paint the Prem ses, except as specified in Exhibit Bif attached to
this Lease and except that Landl ord shall repair and maintain the structural
portions of the roof, foundation and walls of the Building. By taking possession
of the Prenmises, Tenant accepts them as being in good order, condition and
repair and in the condition in which Landlord is obligated to deliver them
except as set forth in the punch list to be delivered pursuant to Section 2.1.
It is hereby understood and agreed that no representations respecting the
condition of the Prem ses or the Building have been nmade by Landl ord to Tenant,
except as specifically set forth in this Lease. Landlord shall not be liable for
any failure to make any repairs or to perform any mai ntenance unl ess such
failure shall persist for an unreasonable tine after witten notice of the need
of such repairs or maintenance is given to Landlord by Tenant.
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7.2 Tenant shall at its own cost and expense keep and maintain all parts of
the Premi ses and such portion of the Building and inprovenents as are within the
excl usive control of Tenant in good condition, pronptly making all necessary
repairs and repl acenents, whether ordinary or extraordinary, with naterials and
wor kmanshi p of the same character, kind and quality as the original (including,
but not limted to, repair and replacenent of all fixtures installed by Tenant,
wat er heaters serving the Prenises, w ndows, glass and plate glass, doors,
exterior stairs, skylights, any special office entries. interior walls and
finish work, floors and floor coverings, electrical systems and fixtures,
sprinkl er systens, dock boards, truck doors, dock bunpers, plunbing work and
fixtures, and performance of regular renmpval of trash and debris). Tenant as
part of its obligations hereunder shall keep the Prem ses in a clean and
sanitary condition. Tenant will, as far as possible keep all such parts of the
Prem ses fromdeterioration due to ordinary wear and fromfalling tenporarily
out of repair, and upon termination of this Lease in any way Tenant will yield
up the Premises to Landlord in good condition and repair, loss by fire or other
casual ty excepted (but not excepting any damage to glass). Tenant shall, at its
own cost and expense, repair any damage to the Premises or the Building
resulting fromand/or caused in whole or in part by the negligence or m sconduct
of Tenant, its agents, enployees, contractors, invitees, or any other person
entering upon the Premi ses as a result of Tenant's business activities or caused
by Tenant's default hereunder.

7.3 Except as provided in Article 22, there shall be no abatenment of rent
and no liability of Landlord by reason of any injury to or interference with
Tenant's business arising fromthe making of any repairs, alterations or
inprovenents in or to any portion of the Building or the Prenmises or to
fixtures, appurtenances and equi pnent in the Building. Tenant hereby waives any
and all rights under and benefits of subsection | of Section 1932 and Sections
1941 and 1942 of the California Cvil Code. or any simlar or successor
Regul ations or other |laws now or hereinafter in effect.

7.4 Landl ord may, subject to reinbursenent by Tenant pursuant to Article 4
of this Lease, enter into a regularly schedul ed preventative maintenance/ service
contract with a maintenance contractor for servicing all heating and air
condi ti oni ng systens and equi prent servicing the Prem ses.

Section 7.5 was intentionally omtted.

8. LI ENS. Tenant shall keep the Prem ses, the Building and appurtenant |and
and Tenant's | easehold interest in the Premses free fromany liens arising out
of any services, work or materials performed, furnished, or contracted for by
Tenant, or obligations incurred by Tenant. In the event that Tenant fails,
within ten (10) days follow ng the inposition of any such lien, to either cause
the sane to be rel eased of record or provide Landl ord with insurance against the
same issued by a mpjor title insurance conpany or such other protection against
the sane as Landlord shall accept (such failure to constitute an Event of
Default), Landlord shall have the right to cause the same to be rel eased by such
means as it shall deem proper, including paynent of the claimgiving rise to
such lien. Al such sums paid by Landlord and all expenses incurred by it in
connection therewith shall be payable to it by Tenant within five (5) days

Landl ord' s denand.

9. ASSI GNMVENT AND SUBLETTI NG,

9.1 Tenant shall not have the right to assign or pledge this Lease or to
subl et the whole or any part of the Premises whether voluntarily or by operation
of law, or permt the use or occupancy of the Prem ses by anyone other than
Tenant, and shall not neke, suffer or permt such assignnent, subl easing or
occupancy without the prior witten consent of Landlord, such consent not to be
unreasonably wi thheld, and said restrictions shall be binding upon any and all
assi gnees of the Lease and subtenants of the Premises. In the event Tenant
desires to sublet, or permt such occupancy of. the Prem ses, or any portion
thereof, or assign this Lease, Tenant shall give witten notice thereof to
Landl ord at |east sixty (60) days but no nore than one hundred twenty (120) days
prior to the proposed commencenent date of such subletting or assignnment, which
notice shall set forth the name of the proposed subtenant or assignee, the
rel evant terns of any subl ease or assignnment and copies of financial reports and
other relevant financial information of the proposed subtenant or assignee.
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9.2 Notw thstandi ng any assignment or subletting, pernmitted or otherw se,
Tenant shall at all times remain directly, primarily and fully responsible and
liable for the paynent of the rent specified in this Lease and for conpliance
with all of its other obligations under the terns, provisions and covenants of
this Lease. Upon the occurrence of an Event of Default, if the Prenises or any
part of themare then assigned or sublet. Landlord, in addition to any other
remedi es provided in this Lease or provided by law, may, at its option, collect
directly fromsuch assignee or subtenant all rents due and becomi ng due to
Tenant under such assignment or subl ease and apply such rent against any suns
due to Landlord from Tenant under this Lease, and no such collection shall be
construed to constitute a novation or release of Tenant fromthe further
performance of Tenant's obligations under this Lease.

9.3 In addition to Landlord's right to approve of any subtenant or
assignee, Landlord shall have the option. in its sole discretion, in the event
of any proposed subletting or assignnment, to termnate this Lease, or in the
case of a proposed subletting of less than the entire Premi ses, to recapture the
portion of the Prem ses to be sublet, as of the date the subletting or
assignnment is to be effective. The option shall be exercised, if at all, by
Landl ord giving Tenant written notice given by Landlord to Tenant within thirty
(30) days follow ng Landlord's receipt of Tenant's witten notice as required
above. However, if Tenant notifies Landlord. within five (5) days after receipt
of Landlord's term nation notice, that Tenant is rescinding its proposed
assi gnment or subl ease, the term nation notice shall be void and the Lease shall
continue in full force and effect. If this Lease shall be termnated with
respect to the entire Premi ses pursuant to this section, the Termof this Lease
shall end on the date stated in Tenant's notice as the effective date of the
subl ease or assignment as if that date had been originally fixed in this Lease
for the expiration of the Term If Landlord recaptures under this Section only a
portion of the Prem ses, the rent to be paid fromtinme to time during the
unexpired termshall abate proportionately based on the proportion by which the
approxi mate square footage of the remaining portion of the Prem ses shall be
less than that of the Prenmises as of the date imediately prior to such
recapture. Tenant shall, at Tenant's own cost and expense, discharge in full any
out standi ng conmi ssi on obligation which nmay be due and owing as a result of any
proposed assignment or subletting, whether or not the Prem ses are recaptured
pursuant to this Section 9.3 and rented by Landlord to the proposed tenant or
any other tenant.

9.4 In the event that Tenant sells, sublets, assigns or transfers this
Lease, Tenant shall pay to Landlord as additional rent an ampunt equal to one
hundred percent (100% of any Increased Rent (as defined below), |less the Costs
Conponent (as defined bel ow), when and as such Increased Rent is received by
Tenant. As used in this Section, "Increased Rent" shall nean the excess of (i)
all rent and other consideration which Tenant is entitled to receive by reason
of any sale, sublease, assignment or other transfer of this Lease, over (ii) the
rent otherw se payabl e by Tenant under this Lease at such tine. For purposes of
the foregoing. any consideration received by Tenant in formother than cash
shall be valued at its fair market value as determ ned by Landlord in good
faith. The "Costs Conponent" is that anount which, if paid nonthly, would fully
anortize on a straight-line basis, over the entire period for which Tenant is to
receive Increased Rent, the reasonable costs incurred by Tenant for |easing
commi ssions and tenant inprovements in connection with such subl ease. assignnent
or other transfer.

9.5 Notwi t hstanding any other provision hereof, it shall be considered
reasonabl e for Landlord to withhold its consent to any assignment of this Lease
or subl ease of any portion of the Premises if at the time of either Tenant's
notice of the proposed assignment or subl ease or the proposed commencenent date
thereof, there shall exist any uncured default of Tenant or matter which wll
become a default of Tenant with passage of time unless cured, or if the proposed
assignee or sublessee is an entity: (a) with which Landlord is already in
negotiation (b) is already an occupant of the Building, unless Landlord is
unabl e to provide the ambunt of space required by such occupant; (c) is a
governnmental agency: (d) is inconpatible with the character of occupancy of the
Buil ding; (c) with which the paynent for the sublease or assignment is
determned in whole or in part based upon its net inconme or profits; or (f)
woul d subject the Premises to a use which would: (i) involve increased personnel
or wear upon the Building: (ii) violate any exclusive right granted to another
tenant of the Building: (iii) require any addition to or nodification of the
Premi ses of the Building in order to conply building code or other governnental
requi rements: or, (iv) involve a violation of Section 1.2. Tenant expressly
agrees that for the purposes of any statutory or other requirenment of
reasonabl eness on the part of Landlord, Landlord' s refusal to consent to any
assi gnment or subl ease for any of the reasons described in this Section 9.5,
shall be conclusively deemed to be reasonabl e.
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9.6 Upon any request to assign or sublet, Tenant will pay to Landlord the
Assi gnnent/ Subl etting Fee plus, on demand, a sumequal to all of Landlord's
costs, including reasonable attorney's fees, incurred in investigating and
consi dering any proposed or purported assignment or pledge of this Lease or
subl ease of any of the Premi ses. regard | ess of whether Landl ord shall consent
to, refuse consent, or determine that Landlord' s consent is not required for,
such assi gnment, pledge or sublease. Any purported sale, assignment, nortgage,
transfer of this Lease or subletting which does not conply with the provisions
of this Article 9 shall be void.

9.7 If Tenant is a corporation, limted |liability conpany, partnership or
trust, any transfer or transfers of or change or changes within any twelve (12)
nonth period in the nunber of the outstanding voting shares of the corporation
or limted liability company, the general partnership interests in the
partnership or the identity of the persons or entities controlling the
activities of such partnership or trust resulting in the persons or entities
owni ng or controlling a majority of such shares, partnership interests or
activities of such partnership or trust at the beginning of such period no
| onger havi ng such ownership or control shall be regarded as equivalent to an
assignnment of this Lease to the persons or entities acquiring such ownership or
control and shall be subject to all the provisions of this Article 9 to the sane
extent and for all intents and purposes as though such an assignnent.

10. | NDEMNI FI CATI ON. None of the Landlord Entities shall be liable and Tenant
hereby waives all clainms against themfor any damage to any property or any
injury to any person in or about the Premi ses or the Building by or from any
cause whatsoever (including without limting the foregoing, rain or water

| eakage of any character fromthe roof, w ndows. walls, basenent, pipes,

pl umbi ng works or appliances, the Building not being in good condition or
repair, gas, fire, oil, electricity or theft), except to the extent caused by or
arising fromthe gross negligence or willful msconduct of Landlord or its
agents, enployees or contractors. Tenant shall protect, indemify and hold the
Landl ord Entities harm ess fromand against any and all loss, clains, liability
or costs (including court costs and attorney's fees) incurred by reason of (a)
any damage to any property (including but not limted to property of any

Landl ord Entity) or any injury (including but not limted to death) to any
person occurring in. on or about the Prem ses or the Building to the extent that
such injury or damage shall he caused by or arise fromany actual or alleged
act, neglect, fault, or omission by or of Tenant or any Tenant Entity to neet
any standards inposed by any duty with respect to the injury or damage: (b) the
conduct or mmnagenent of any work or thing whatsoever done by the Tenant in or
about the Premises or fromtransactions of the Tenant concerning the Premni ses:
(c) Tenant's failure to conply with any and all governnental |aws, ordinances
and regul ations applicable to the condition or use of the Prem ses or its
occupancy; or (d) any breach or default on the part of Tenant in the performance
of any covenant or agreenment on the part of the Tenant to be perfornmed pursuant
to this Lease. The provisions of this Article shall survive the term nation of
this Lease with respect to any clains or liability accruing prior to such

term nation.

11. 1 NSURANCE.

11.1 Tenant shall keep in force throughout the Term (a) a Commerci al
General Liability insurance policy or policies to protect the Landlord Entities
against any liability to the public or to any invitee of Tenant or a Landlord
Entity incidental to the use of or resulting fromany accident occurring in or
upon the Premises with alimt of not |ess than $1, 000,000 per occurrence and
not | ess than $2.000,000 in the annual aggregate, or such larger amount as
Landl ord may prudently require fromtine to time, covering bodily injury and
property damage liability and $1, 000,000 products/conpl eted operations
aggregate; (b) Business Auto Liability covering owned, non-owned and hired
vehicles with a linmt of not less than $l,000,000 per accident; (c) insurance
protecting against liability under Wrrker's Conpensation Laws with limts at
| east as required by statute with Enployers Liability with limts of $500, 000
each accident, $500,000 disease policy limt. $500,000 di sease--each enpl oyee;
(d) Al Risk or Special Form coverage protecting Tenant against |oss of or
damage to Tenant's alterations, additions, inprovenents, carpeting, floor
coverings, panelings, decorations, fixtures, inventory and other business
personal property situated in or about the Premises to the full replacenent
val ue of the property so insured: and, (e) Business Interruption Insurance with
limt of liability representing |oss of at |east approxi mately six (6) nonths of
i ncone.
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11.2 The aforesaid policies shall (a) be provided at Tenant's expense; (b)
nanme the Landlord Entities as additional insureds (General Liability) and |oss
payee (Property-Special Form); (c) be issued by an insurance conpany with a
mnimum Best's rating of "A'VII" during the Term and (d) provide that said
i nsurance shall not be canceled unless thirty (30) days prior witten notice
(ten days for non-paynment of premiun) shall have been given to Landlord; a
certificate of Liability insurance on ACORD Form 25 and a certificate of
Property insurance on ACORD Form 27 shall be delivered to Landlord by Tenant
upon the Commencenent Date and at |least thirty (30) days prior to each renewal
of said insurance.

11. 3 Whenever Tenant shall undertake any alterations, additions or
inprovenents in, to or about the Premi ses ("Wrk") the aforesaid insurance
protection nmust extend to and include injuries to persons and damage to property
arising in connection with such Work, without limtation including liability
under any applicable structural work act, and such other insurance as Landl ord
shall require: and the policies of or certificates evidencing such insurance
nust be delivered to Landlord prior to the comencenent of any such Wrk.

12. WAl VER OF SUBROGATION. So long as their respective insurers so permt,
Tenant and Landl ord hereby rmutually waive their respective rights of recovery
agai nst each other for any loss insured by fire, extended coverage, All R sks or
other insurance now or hereafter existing for the benefit of the respective
party but only to the extent of the net insurance proceeds payabl e under such
policies. Each party shall obtain ally special endorsenents required by their
insurer to evidence conpliance with the aforenentioned waiver.

13. SERVICES AND UTILITIES. Tenant shall pay for all water, gas, heat, light,
power, telephone, sewer, sprinkler systemcharges and other utilities and
services used on or fromthe Prem ses, together with any taxes, penalties, and
surcharges or the like pertaining thereto and any mai ntenance charges for
utilities. Tenant shall furnish all electric Iight bulbs, tubes and ball asts,
battery packs for emergency lighting and fire extinguishers. If any such
services are not separately netered to Tenant, Tenant shall pay such proportion
of all charges jointly nmetered with other premises as determned by Landlord, in
its sole discretion, to be reasonable. Any such charges paid by Landl ord and
assessed agai nst Tenant shall he inmedi ately payable to Landl ord on demand and
shal | be additional rent hereunder. Tenant will not, w thout the witten consent
of Landlord, contract with a utility provider to service the Prem ses with any
utility, including, but not limted to, tel ecomunications, electricity, water,
sewer or gas, which is not previously providing such service to other tenants in
the Building. Landlord shall in no event be liable for any interruption or
failure of utility services on or to the Prem ses.

14. HOLDI NG OVER Tenant shall pay Landlord for each day Tenant retains
possession of the Prem ses or part of themafter termnation of this Lease by

| apse of time or otherwise at the rate ("Hol dover Rate") which shall be Two
Hundred Percent (200% of the greater of (a) the anmpbunt of the Annual Rent for
the last period prior to tile date of such ternmination plus all Rent Adjustnents
under Article 4: and (b) the then market rental value of the Prem ses as

determ ned by Landl ord assum ng a new | ease of the Prem ses of the then usual
duration and other terms, in either case, prorated on a daily basis, and al so
pay all damages sustained by Landlord by reason of such retention. |If Landlord
gives notice to Tenant of Landlord' s election to such effect, such hol ding over
shall constitute renewal of this Lease for a period fromnmonth to nonth or one
(1) year, whichever shall be specified in such notice, in either case at the

Hol dover Rate, but if the Landlord does not so elect, no such renewal shall
result notw thstandi ng acceptance by |andlord of any suns due hereunder after
such term nation: and instead, a tenancy at sufferance at the Hol dover Rate
shal | be deenmed to have been created. In any event, no provision of this Article
14 shall be deermed to waive Landlord's right of reentry or any other right under
this Lease or at |aw

15. SUBORDI NATI ON. Wthout the necessity of any additional docunment being
executed by Tenant for the purpose of effecting a subordination, this Lease
shal | be subject and subordinate at all tinmes to ground or underlying | eases and
to the lien of any nortgages or deeds of trust now or hereafter placed on,

agai nst or affecting the Building. Landlord' s interest or estate in the

Bui | di ng, or any ground or underlying | ease; provided, however, that if the

| essor, nortgagee, trustee, or hol der of any such nortgage or deed of trust
elects to have Tenant's interest in this Lease be superior to any such
instrument, then, by notice to Tenant, this Lease shall be deened superi or,

whet her this Lease was executed before or after said instrunent. Notwi thstanding
the foregoing, Tenant covenants and agrees to execute and deliver within ten
(10) days of Landlord's request such further instruments evidencing such

subordi nation or superiority of this Lease as may be required by Landl ord.
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16. RULES AND REGULATI ONS. Tenant shall faithfully observe and conply with
all the rules and regulations as set forth in Exhibit Dto this Lease and all
reasonabl e and non-di scrimnatory nodifications of and additions to themfrom
tine to tine put into effect by Landlord. Landlord shall not be responsible to
Tenant for the non-performance by any other tenant or occupant of the Building
of any such rules and regul ations.

17. REENTRY BY LANDLORD.

17.1 Landl ord reserves and shall at all tines have the right to re-enter
the Prem ses to inspect the sane, to show said Prenises to prospective
purchasers, nortgagees or tenants, and to alter, inprove or repair the Prem ses
and any portion of the Building, wthout abatenent of rent, and may for that
purpose el ect, use and maintain scaffolding, pipes, conduits and other necessary
structures and open any wall, ceiling or floor in and through the Building and
Preni ses where reasonably required by the character of the work to be perforned,
provi ded entrance to the Prem ses shall not be bl ocked thereby, and further
provi ded that the business of Tenant shall not be interfered with unreasonably.
Landl ord shall have the right at any time to change the arrangenment and/or
| ocations of entrances, or passageways, doors and doorways, and corridors,
wi ndows, elevators, stairs, toilets or other public parts of the Building and to
change the name, nunber or designation by which the Building is comonly known.
In the event that Landlord danages any portion of any wall or wall covering,
ceiling, or floor or floor covering within the Prem ses, Landlord shall repair
or replace the damaged portion to match the original as nearly as comercially
reasonabl e but shall not be required to repair or replace nore than the portion
actual | y damaged. Tenant hereby waives any claimfor damages for any injury or
i nconveni ence to or interference with Tenant's business, any |oss of occupancy
or quiet enjoyment of the Prem ses, and any other |oss occasioned by any action
of Landlord authorized by this Article 17.

17.2 For each of the aforesaid purposes. Landlord may retain a key with
which to unlock all of the doors in the Prem ses, excluding Tenants vaults and
safes or special security areas (designated in advance), and Landl ord shall have
the right to use any and all neans which Landl ord may deem proper to open said
doors in an enmergency to obtain entry to any portion of the Premi ses. As to any
portion to which access cannot he had by neans of a key or keys in Landlord's
possession, Landlord is authorized to gain access by such neans as Landl ord
shall elect and the cost of repairing ally damage occurring in doing so shall be
borne by Tenant and paid to Landlord within five (5) days of Landl ord' s demand.

18. DEFAULT.

18.1 Except as otherw se provided in Article 20, the follow ng events shall
be deened to be Events of Default under this Lease:

18.1.1 Tenant shall fail to pay when due any sum of noney beconi ng due
to be paid to Landlord under this Lease, whether such sum be any installnent of
the rent reserved by this Lease, any other anount treated as additional rent
under this Lease, or any other paynment or reinbursenment to Landlord required by
this Lease, whether or not treated as additional rent under this Lease, and such
failure shall continue for a period of five (5) days after witten notice that
such paynment was not made when due, but if any such notice shall be given, for
the twelve (12) nonth period comrencing with the date of such notice, the
failure to pay within five (5) days after due any additional sum of nobney
becom ng due to be paid to Landlord under this Lease during such period shall be
an Event of Default, w thout notice. The notice required pursuant to this
Section 18.1.1 shall replace rather than suppl ement any statutory notice
requi red under California Code of Cvil Procedure Section 1161 or any simlar or
successor statute.

18.1.2 Tenant shall fail to conply with any term provision or
covenant of this Lease which is not provided for in another Section of this
Article and shall not cure such failure within twenty (20) days (forthwith, if
the failure involves a hazardous condition) after witten notice of such failure
to Tenant provided, however. that such failure shall not be an event of default
if such failure could not reasonably be cured during such twenty (20) day
period, Tenant has comenced the cure within such twenty (20) day period and
thereafter is diligently pursuing such cure to conpletion, but the total
aggregate cure period shall not exceed ninety (90) days.

18.1.3 Tenant shall fail to vacate the Prem ses i mmediately upon
term nation of this Lease, by | apse of tine or otherw se, or upon termnation of
Tenant's right to possession only.
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18.1.4 Tenant shall becone insolvent, admt in witing its inability
to pay its debts generally as the becone due, file a petition in bankruptcy or a
petition to take advantage of any insolvency statute, nake an assignnent for the
benefit of creditors, make a transfer in fraud of creditors, apply for or
consent to the appointnment of a receiver of itself or of the whole or any
substantial part of its property, or file a petition or answer seeking
reorgani zation or arrangenent under the federal bankruptcy |laws, as now in
effect or hereafter amended, or any other applicable law or statute of the
United States or any state thereof.

18.1.5 A court of conpetent jurisdiction shall enter an order,
judgnment or decree adjudicating Tenant bankrupt, or appointing a receiver of
Tenant, or of the whole or any substantial part of its property. w thout the
consent of Tenant, or approving a petition filed against Tenant seeking
reorgani zation or arrangenent of Tenant under the bankruptcy |aws of the United
States, as now in effect or hereafter anended, or any state thereof, and such
order, judgment or decree shall not be vacated or set aside or stayed within
sixty (60) days fromthe date of entry thereof.

19. REMEDI ES.

19.1 Upon the occurrence of any Event or Events of Default under this
Lease, whether enunerated in Article 18 or not, Landlord shall have the option
to pursue any one or nore of the followi ng renedi es without any notice (except
as expressly prescribed herein) or demand whatsoever (and without limting the
generality of the foregoing, Tenant hereby specifically waives notice and demand
for payment of rent or other obligations and waives any and all other notices or
demand requirenents inposed by applicable |aw:

19.1.1 Terminate this Lease and Tenant's right to possession of the
Prem ses and recover from Tenant all award of danmges equal to the sum of the
fol |l owi ng:

19.1.1.1 The Worth at the Time of Award of the unpaid rent which
had been earned at the tine of term nation:

19.1.1.2 The Worth at the Time of Award of the anpunt by which
the unpaid rent which woul d have been earned after termination until the time of
awar d exceeds the ampbunt of such rent |oss that Tenant affirmatively proves
coul d have been reasonably avoi ded;

19.1.1.3 The Worth at the Time of Award of the anpunt by which
the unpaid rent for the balance of the Termafter the tinme of award exceeds the
anmobunt of such rent loss that Tenant affirmatively proves could he reasonably
avoi ded:

19.1.1.4 Any other anpunt necessary to conpensate Landl ord for
all the detriment either proximtely caused by Tenant's failure to perform
Tenant's obligations under this Lease or which in the ordinary course of things
would be likely to result therefrom and

19.1.1.5 All such other anpunts in addition to or in lieu of the
foregoing as may be pernmitted fromtinme to time under applicable |aw.

The "Worth at the Tine of Award" of the ampbunts referred to in parts 19.1.1.1
and 19.1.1.2 above, shall be computed by allowing interest at the lesser of a
per annumrate equal to: (i) the greatest per annumrate of interest pernmitted
fromtime to time under applicable law, or (ii) the Prime Rate plus 5% For

pur poses hereof, the "Prine Rate" shall be the per annuminterest rate publicly
announced as its prine or base rate by a federal insured bank sel ected by
Landlord in the State of California. The "Wrth at the Time of Award" of the
amount referred to in part 19.1.1.3, above, shall be conputed by discounting
such anmount at the discount rate of the Federal Reserve Bank of San Francisco at
the tine of award plus 1%

19.1.2 Enploy the renedy described in California Gvil Code ss.1951.4
(Landl ord may continue this Lease in effect after Tenant's breach and
abandonnment and recover rent as it becones dire, if Tenant has the right to
subl et or assign, subject only to reasonable limtations): or

19.1.3 Notwi thstandi ng Landl ord' s exercise of the remedy described in
California Cvil Code ss.1951.4 in respect of an Event or Events of Default, at
such time thereafter as Landlord may elect in witing, to termnate this Lease
and Tenant's right to possession of the Prem ses and recover an award of damages
as provi ded above in Section 19.1.1.
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19.2 The subsequent acceptance of rent hereunder by Landlord shall not be
deermed to be a waiver of any preceding breach by Tenant of any term covenant or
condition of this Lease, other than the failure of Tenant to pay the particul ar
rent so accepted, regardless of Landlord' s know edge of such precedi ng breach at
the tine of acceptance of such rent. No waiver by Landlord of any breach hereof
shal | be effective unless such waiver is in witing and signed by Landl ord.

19. 3 TENANT HEREBY WAI VES ANY AND ALL RI GHTS CONFERRED BY SECTI ON 3275 OF
THE CIVIL CODE OF CALI FORNIA AND BY SECTIONS 1174 (c) AND 1179 OF THE CODE OF
ClVIL PROCEDURE OF CALI FORNI A AND ANY AND ALL OTHER REGULATI ONS AND RULES OF LAW
FROM TIME TO TI ME I N EFFECT DURI NG THE TERM PROVI DI NG THAT TENANT SHALL HAVE ANY
RI GHT TO REDEEM REI NSTATE OR RESTORE THI S LEASE FOLLOA'NG | TS TERM NATI ON BY
REASON OF TENANT' S BREACH. TENANT ALSO HEREBY WAI VES, TO TUE FULLEST EXTENT
PERM TTED BY LAW THE RIGHT TO TRIAL BY JURY I N ANY LI TI GATI ON ARI SI NG QUT OF OR
RELATI NG TO THI S LEASE.

19.4 No right or renedy herein conferred upon or reserved to Landlord is
intended to be exclusive of any other right or renmedy, and each and every right
and renedy shall be cunulative and in addition to any other right or renedy
given hereunder or now or hereafter existing by agreement, applicable law or in
equity. In addition to other renmedies provided in this Lease, Landlord shall be
entitled, to the extent permtted by applicable law, to injunctive relief, or to
a decree conpel ling performance of any of the covenants, agreenents, conditions
or provisions of this Lease, or to any other renedy allowed to Landlord at |aw
or in equity. Forbearance by Landlord to enforce one or nore of the renedies
herein provided upon an Event of Default shall not be deemed or construed to
constitute a waiver of such Default.

19.5 This Article 19 shall be enforceable to the maxi num extent such
enforcement is not prohibited by applicable law, and the unenforceability of any
portion thereof shall not thereby render unenforceable any other portion.

19.6 If nore than one (1) Event of Default occurs during the Termor any
renewal thereof, Tenant's renewal options, expansion options, purchase options
and rights of first offer and/or refusal, if any are provided for in this Lease,
shal | be null and void.

19.7 1f, on account of any breach or default by Tenant in Tenant's
obligations under the ternms and conditions of this Lease. it shall becone
necessary or appropriate for Landlord to enploy or consult with an attorney or
col l ection agency concerning or to enforce or defend any of Landlord's rights or
remedi es arising under this Lease or to collect any suns due from Tenant, Tenant
agrees to pay all costs and fees so incurred by Landl ord, including, wthout
limtation, reasonable attorneys' fees and costs. TENANT EXPRESSLY WAI VES ANY
RIGHT TO (A) TRIAL BY JURY; AND (B) SERVI CE OF ANY NOTI CE REQUI RED BY ANY
PRESENT OR FUTURE LAW OR ORDI NANCE APPLI CABLE TO LANDLORDS OR TENANTS BUT NOT
REQUI RED BY THE TERMS OF THI S LEASE.

19.8 Upon the occurrence of an Event of Default, Landlord may (but shall
not be obligated to) cure such default at Tenant's sol e expense. Wt hout
limting the generality of the foregoing, Landlord may, at Landlord' s option,
enter into and upon the Prenmises if Landlord determines in its sole discretion
that Tenant is not acting within a comrercially reasonable tinme to maintain,
repair or replace anything for which Tenant is responsible under this Lease or
to otherwi se effect conpliance with its obligations under this Lease and correct
the sane, without being deened in any nmanner guilty of trespass, eviction or
forcible entry and detainer and without incurring any liability for any danage
or interruption of Tenant's business resulting therefromand Tenant agrees to
rei mburse Landlord within five (5) days of Landlord' s demand as additional rent,
for any expenses which Landlord may incur in thus effecting conpliance with
Tenant's obligations under this Lease, plus interest fromthe date of
expenditure by Landlord at the Wall Street Journal prinme rate.

20. TENANT' S BANKRUPTCY OR | NSOLVENCY.

20.1 If at any tinme and for so long as Tenant shall be subjected to the
provi sions of the United States Bankruptcy Code or other |aw of the United
States or any state thereof for the protection of debtors as in effect at such
time (each a "Debtor's Law'):

20.1.1 Tenant, Tenant as debtor-in-possession, and any trustee or
recei ver of Tenant's assets (each a "Tenant's Representative") shall have no
greater right to assume or assign this Lease or any interest in this Lease, or
to subl ease any of the Prenises than accorded to Tenant in Article 9, except to
the extent Landlord shall be required to pernit such assunption. assignnent or
subl ease by the provisions of such foregoing, any right of any Tenant's
Representative to assune or assign this Lease or to sublease any of the Prem ses
shall be subject to the conditions that:

12



<PAGE>

20.1.1.1 Such Debtor's Law shall provide to Tenant's
Representative a right of assunption of this Lease which Tenant's Representative
shall have tinmely exercised and Tenant's Representative shall have fully cured
any default of Tenant under this Lease.

20.1.1.2 Tenant's Representative or the proposed assignee, as the
case shall be, shall have deposited with Landlord as security for the tinmely
paynment of rent an anount equal to the larger of: (a) three (3) nonths' rent and
ot her nonetary charges accruing under this Lease: and (b) any sumspecified in
Article 5: and shall have provided Landlord with adequate other assurance of the
future performance of the obligations of the Tenant under this Lease. Wthout
limtation, such assurances shall include, at least. in the case of assunption
of this Lease, denpbnstration to the satisfaction of the Landlord that Tenant's
Representative has and will continue to have sufficient unencunbered assets
after the paynment of all secured obligations and admi nistrative expenses to
assure Landl ord that Tenant's Representative will have sufficient funds to
fulfill the obligations of Tenant under this Lease: and, in the Case of
assi gnnment, submission of current financial statements of the proposed assignee,
audi ted by an independent certified public accountant reasonably acceptable to
Landl ord and showing a net worth and working capital in amounts determ ned by
Landl ord to be sufficient to assure the future performance by such assignee of
all of the Tenant's obligations under this Lease.

20.1.1.3 The assunption or any contenpl ated assignnent of this
Lease or subleasing any part of the Prem ses, as shall be the case, will not
breach any provision in any other |ease, nortgage, financing agreenent or other
agreenment by which Landlord i s bound.

20.1.1.4 Landl ord shall have, or would have had absent the
Debtor's Law, no right under Article 9 to refuse consent to the proposed
assi gnment or subl ease by reason of the identity or nature of the proposed
assi gnee or subl essee or the proposed use of the Premnmi ses concerned.

21. QU ET ENJOYMENT. Landlord represents and warrants that it has full

right and authority to enter into this Lease and that Tenant, while paying the
rental and performing its other covenants and agreements contained in this
Lease, shall peaceably and quietly have, hold and enjoy the Prem ses for the
Term wi t hout hindrance or nolestation from Landl ord subject to the terns and
provi sions of this Lease. Landlord shall not be liable for any interference or

di sturbance by other tenants or third persons, nor shall Tenant be rel eased from
any of the obligations of this Lease because of such interference or

di sturbance.

22. CASUALTY

22.1 In the event the Prenmises or the Building are damaged by fire or other
cause and in Landlord's reasonabl e estimation such damage can be materially
restored within one hundred eighty (180) days, Landlord shall forthwith repair
the sane and this Lease shall renmain in full force and effect, except that
Tenant shall be entitled to a proportionate abatement in rent fromthe date of
such damage. Such abaterment of rent shall be made pro rata in accordance with
the extent to which the danage and the nmaki ng of such repairs shall interfere
with the use and occupancy by Tenant of the Premises fromtine to tine. Wthin
forty-five (45) days fromthe date of such damage, Landl ord shall notify Tenant,
inwiting, of Landlord' s reasonable estimtion of the length of time with in
which material restoration can be made, and Landlord's deternination shall be
bi ndi ng on Tenant. For purposes of this Lease, the Building or Prenises shall be
deened "materially restored" if they are in such condition as woul d not prevent
or materially interfere with Tenant's use of the Prem ses for the purpose for
which it was being used inmediately before such damage.

22.2 If such repairs cannot, in Landlord s reasonable estimation, be nade
wi thin one hundred eighty (180) days. Landlord and Tenant shall each have the
option of giving the other, at any time within ninety (90) days after such
danmage, notice termnating this Lease as of the date oh such damage. In the
event of the giving of such notice, this Lease shall expire and all interest of
the Tenant in the Premises shall terminate as of the date of such damage as if
such date had been originally fixed in this Lease for the expiration of the
Term In the event that neither Landl ord nor Tenant exercises its option to
termnate this Lease, then Landlord shall repair or restore such damage, this
Lease continuing in full force and effect, and the rent hereunder shall be
proportionately abated as provided in Section 22.1.
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22.3 Landlord shall not be required to repair or replace any damage or |o0ss
by or fromfire or other cause to any panelings, decorations. partitions,
additions, railings, ceilings, floor coverings, office fixtures or any other
property or inprovenents installed on the Premi ses by, or belonging to, Tenant.
Any i nsurance which nay be carried by Landlord or Tenant against |oss or damage
to the Building or Premi ses shall be for the sole benefit of the party carrying
such insurance and under its sole control.

22.4 in the event that Landlord should fail to conplete such repairs and
material restoration within sixty (60) days after the date estimted by Landl ord
therefor as extended by this Section 22.4, Tenant may at its option an as its
sole remedy terminate this Lease by delivering witten notice to Landlord,
within fifteen (15) days after the expiration of said period of tine, whereupon
the Lease shall end on the date of such notice or such later date fixed in such
notice as if the date of such notice was the date originally fixed in this Lease
for the expiration of the Term provided, however. that if construction is
del ayed because of changes, deletions or additions in construction requested by
Tenant, strikes |ockouts, casualties, Acts of CGod, war, material or |abor
shortages, government regul ation or control or other causes beyond the
reasonabl e control of Landlord, the period for restoration, repair or rebuilding
shall be extended for the amount of time Landlord is so del ayed.

22.5 Notw thstanding anything to the contrary contained in this Article:
(a) Landlord shall not have any obligation whatsoever to repair, reconstruct, or
restore the Premnises when the damages resulting fromany casualty covered by the
provisions of this Article 22 occur during the last twelve (12) nonths of the
Termor any extension thereof, but if Landlord determ nes not to repair such
damages Landl ord shall notify Tenant and if such danages shall render any
material portion of the Premi ses untenantable Tenant shall have the right to
termnate this Lease by notice to Landlord within fifteen (15) day's after
recei pt of Landlord' s notice: and (b) in the event the hol der of any
i ndebt edness secured by a nortgage or deed of trust covering the Prenises of
Bui I ding requires that any insurance proceeds be applied to such indebtedness,
then Landlord shall have the right to terminate this Lease by delivering witten
notice of termination to Tenant within fifteen (15) days after such requirenent
is made by any such hol der, whereupon this Lease shall end on the date of such
danage as if the date of such danage were the date originally fixed in this
Lease for the expiration of the Term

22.6 In the event of any dammge or destruction to the Building or Premn ses
by any peril covered by the provisions of this Article 22, it shall be Tenant's
responsibility to properly secure the Prem ses and upon notice fromLandlord to
renove forthwith, at its sole cost and expense, such portion of all of the
property belonging to Tenant or its |licensees fromsuch portion or all of the
Buil ding or Premises as Landl ord shall request.

22.7 Tenant hereby waives any and all rights under and benefits of Sections
1932(2) and 1933(4) of the California CGvil Code, or any simlar or successor
Regul ations or other |laws now or hereinafter in effect.

23. EM NENT DOVAIN. If all or any substantial part of the Prem ses shall be
taken or appropriated by any public or quasi-public authority under the power of
em nent domain, or conveyance in |lieu of such appropriation, either party to
this Lease shall have the right, at its option, of giving the other, at any tine
within thirty (30) days after such taking, notice terminating this Lease, except
that Tenant nmay only ternminate this Lease by reason of taking or appropriation,
if such taking or appropriation shall be so substantial as to materially
interfere with Tenant's use and occupancy of the Premises. |f neither party to
this Lease shall so elect to termnate this Lease, the rental thereafter to be
pai d shall be adjusted on a fair and equitable basis under the circunstances, in
addition to the rights of Landl ord above, if any substantial part of the

Bui | ding shall be taken or appropriated by any public or quasi-public authority
under the power of eminent domain or conveyance in |lieu thereof, and regardl ess
of whether the Prem ses or any part thereof are so taken or appropriated,

Landl ord shall have the right, at its sole option, to termnate this Lease.

Landl ord shall be entitled to any and all inconme, rent, award, or any interest
what soever in or upon any such sum which may be paid or made in connection with
any such public or quasi--public use or purpose, and Tenant hereby assigns to
Landl ord any interest it may have in or claimto all or any part of such sums,
other than any separate award which may be nmade with respect to Tenant's trade
fixtures and noving expenses; Tenant shall nake no claimfor the value of any
unexpi red Term Tenant hereby waives any and all rights under and benefits of
Section 1265.130 of the California Code of Cvil Procedure, or any simlar or
successor Regul ations or other laws now or hereinafter in effect.
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24. SALE BY LANDLORD. In event of a sale or conveyance by Landl ord of the

Bui I ding. the same shall operate to release Landlord fromany future liability
upon any of the covenants or conditions, expressed or inplied, contained in this
Lease in favor of Tenant, and in such event Tenant agrees to |look solely to the
responsibility of the successor in interest of Landlord in and to this Lease.
Except as set forth in this Article 24, this Lease shall not be affected by any
such sale and Tenant agrees to attorn to the purchaser or assignee, if any
security has been given by Tenant to secure the faithful performance of any of
the covenants of this Lease. Landlord may transfer or deliver said security, as
such, to Landlord's successor in interest and thereupon Landl ord shall be

di scharged fromany further liability with regard to said security.

25. ESTOPPEL CERTIFI CATES. Wthin ten (10) days following any witten

request whi ch Landlord may make fromtinme to time, Tenant shall execute and
deliver to Landlord or nortgagee or prospective nortgagee a sworn statenent
certifying (a) the date of commencenent of this Lease; (b) the fact that this
Lease is unnodified and in full force and effect (or, if there have been
nodifications to this Lease, that this lease is in full force and effect, as
nodi fied, and stating the date and nature of such nodifications); (c) the date
to which the remt and other sums payabl e under this Lease have been paid; (d)
the fact that there are no current defaults under this Lease by either Landlord
or Tenant except as specified in Tenant's statement; and (e) such other matters
as may be requested by Landl ord. Landl ord and Tenant intend that any statenent
delivered pursuant to this Article 25 may he relied upon by any nortgagee,
beneficiary or purchaser, and Tenant shall be liable for all |oss. cost or
expense resulting fromthe failure of any sale or funding of any |oan caused by
any material msstatement contained in such estoppel certificate. Tenant
irrevocably agrees that if Tenant fails to execute and deliver such certificate
within such ten (10) day period Landlord or Landlord's beneficiary or agent nay
execute and deliver such certificate on Tenant's behalf, and that such
certificate shall be fully binding on Tenant.

26. SURRENDER OF PREM SES

26.1 Tenant shall arrange to neet Landlord for two (2) joint inspections of
the Prem ses, the first to occur at least thirty (30) days (but no nore than
sixty (60) clays) before the | ast day of the Term and the second to occur no
later than forty-eight (48) hours after Tenant has vacated the Prenmises. In the
event of Tenant's failure to arrange such joint inspections and/or participate
in either such inspection. Landlord' s inspection at or after Tenant's vacating
the Prem ses shall be conclusively deenmed correct for purposes of determning
Tenant's responsibility for repairs and restoration.

26.2 All alterations, additions, and inprovenents in, on, or to the
Premi ses made or installed by or for Tenant, including carpeting (collectively,
"Alteration"), shall be and remain the property of Tenant during the Term Upon
the expiration or sooner ternmination of the Term all Alterations shall becone a
part of the realty and shall belong to Landl ord w thout conpensation, and title
shall pass to Landl ord under this Lease as by a bill of sale. At the end of the
Termor any renewal of the Termor other sooner term nation of this Lease,
Tenant will peaceably deliver up to Landl ord possession of the Prenises,
together with all Alterations by whonsoever nade, in the sane conditions
received or first installed, broomclean and free of all debris, excepting only
ordinary wear and tear and damage by fire or other casualty. Notw thstanding the
foregoing, if Landlord elects by notice given to Tenant at least ten (10) days
prior to expiration of the Term Tenant shall, at Tenant's sole cost, renpve any
Al terations, including carpeting, so designated by Landlord' s notice, and repair
any damage caused by such renoval . Tenant nust, at Tenant's sole cost, renpve
upon termination of this Lease, any and all of Tenant's furniture, furnishings,
novabl e partitions of |less than full height fromfloor to ceiling and other
trade fixtures and personal property (collectively, "Personalty"). Personalty
not so renoved shall he deermed abandoned by the Tenant and title to the sane

shal | thereupon pass to Landlord under this Lease as by a bill of sale, but
Tenant shall renmmin responsible for the cost of renpval and di sposal of such
Personalty, as well as any damage caused by such rermoval. In lieu of requiring

Tenant to renove Alterations and Personalty and repair the Prenises as
aforesaid, Landlord may, by witten notice to Tenant delivered at least thirty
(30) days before the Termi nation Date, require Tenant to pay to Landlord, as
additional remt hereunder, the cost of such renmoval and repair in an anmount
reasonably estimated by Landl ord.
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26.3 Al obligations of Tenant under this Lease not fully performed as of
the expiration or earlier termnation of the Termshall survive the expiration
or earlier termnation of the Term Upon the expiration or earlier termnation
of the Term Tenant shall pay to Landlord the ampunt, as estimted by Landl ord,
necessary to repair and restore the Prem ses as provided in this Lease and/or to
di scharge Tenant's obligation for unpaid amounts due or to beconme due to
Landl ord. All such anpunts shall be used and held by Landlord for paynent of
such obligations of Tenant, with Tenant being liable for any additional costs
upon denmand by Landlord, or with any excess to be returned to Tenant after all
such obligations have been determ ned and satisfied. Any otherw se unused
Security Deposit shall he credited against the anpunt payabl e by Tenant under
this Lease.

27. NOTICES. Any notice or docunent required or permtted to be delivered
under this Lease shall be addressed to the intended recipient, by fully prepaid
registered or certified United States Mail return receipt requested, or by
reput abl e i ndependent contract delivery service furnishing a witten record of
attenpted or actual delivery, and shall be deened to be delivered when tendered
for delivery to the addressee at its address set forth on the Reference Pages,
or at such other address as it has then last specified by witten notice
delivered in accordance with this Article 27, or if to Tenant at either its
aforesaid address or its last known registered office or home of a general
partner or individual owner, whether or not actually accepted or received by the
addressee. Any such notice or docunment may al so be personally delivered if a
receipt is signed by and received from the individual, if any, naned in
Tenant's Notice Address.

28. TAXES PAYABLE BY TENANT. In addition to rent and other charges to be

paid by Tenant under this Lease, Tenant shall reinburse to Landlord, upon
demand, any and all taxes payable by Landlord (other than net incone taxes)
whet her or not now custonmary or within the contenplation of the parties to this
Lease: (a) upon, allocable to, or nmeasured by or on the gross or net remt
payabl e under this Lease, including without limtation any gross income tax or
excise tax levied by the State, any political subdivision thereof, or the
Federal Governnent with respect to the receipt of such remt; (b) upon or with
respect to the possession, |easing, operation, managenent, maintenance,
alteration, repair, use or occupancy of the Prem ses or any portion thereof,
including any sales, use or service tax inposed as a result thereof: (c) upon or
neasured by the Tenant's gross receipts or payroll or the value of Tenant's

equi prent, furniture, fixtures and other personal property of Tenant or

| easehol d i nprovenents, alterations or additions |located in the Prem ses; or (d)
upon this transaction or any document to which Tenant is a party creating or
transferring any interest of Tenant in this Lease or the Premises. In addition
to the foregoing, Tenant agrees to pay, before delinquency, any and all taxes

| evied or assessed agai nst Tenant and whi ch becone payable during the term
hereof upon Tenant's equi pment, furniture, fixtures and other personal property
of Tenant located in the Prenises.

29. RELOCCATI ON OF TENANT. Landlord, at its sole expense, on at |east sixty
(60) days prior witten notice, may require Tenant to nove fromthe Prem ses to
other space of conparabl e size and decor in order to pernmit Landlord to

consol i date such relocation, Landlord will pay all expenses of preparing and
decorating the new prem ses so that they will be substantially simlar to the
Prem ses from which Tenant is noving, and Landlord will also pay the expense of
noving Tenant's furniture and equi pment to the relocated prenises. In such event
this Lease and each and all of the terms and covenants and conditions hereof
shall remain in full force and effect and thereupon be deened applicable to such
new space except that revised Reference Pages and a revised Exhibit A shall
beconme part of this Lease and shall reflect the |ocation of the new prem ses.

30. DEFINED TERMS AND HEADI NGS. The Article headings shown in this Lease are
for convenience of reference and shall in no way define, increase, limt or
describe the scope or intent of any provision of this Lease. Any indemification
or insurance of Landlord shall apply to and inure to the benefit of all the
following "Landlord Entities", being Landlord, Landlord' s investnent manager,
and the trustees, boards of directors, officers, general partners,
beneficiaries, stockholders, enployees and agents of each of them Any option
granted to Landlord shall also include or be exercisable by Landlord's trustee,
beneficiary, agents and enpl oyees, as the case may be, in any case where this
Lease is signed by nore than one person, the obligations under this Lease shall
be joint and several. The terms "Tenant" and "Landl ord" or any pronoun used in
pl ace thereof shall indicate and include the masculine or femnine, the singular
or plural nunber, individuals, firms or corporations, and their and each of
their respective successors, executors, adnministrators and pernitted assigns,
according to the context hereof. The term"rentable area" shall nean the
rentabl e area of the Premi ses or the Building as cal culated by the Landlord on

16
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the basis of the plans and specifications of the Building including a
proportionate share of any common areas. Tenant hereby accepts and agrees to be
bound by the figures for the rentable square footage of the Prem ses and
Tenant's Proportionate Share shown on the Reference Pages: however, Landl ord may
adj ust either or both figures if there is manifest error, addition or
subtraction to the Building or any business park or conplex of which the
Building is a part, remeasurenent or other circunstance reasonably justifying
adj ustment. The term "Building" refers to the structure in which the Preni ses
are located and the conmon areas (parking lots, sidewal ks, |andscaping. etc.)
appurtenant thereto. If the Building is part of a |larger conplex of structures,
the term "Building" may include the entire conplex, where appropriate (such as
shared Expenses or Taxes) and subject to Landlord' s reasonabl e discretion.

31. TENANT'S AUTHORITY. |f Tenant signs as a corporation, partnership, trust or
other legal entity each of the persons executing this Lease on behal f of Tenant
represents and warrants that Tenant has been and is qualified to do business in
the state in which the Building is located, that the entity has full right and
authority to enter into this Lease, and that all persons signing on behal f of
the entity were authorized to do so by appropriate actions. Tenant agrees to
deliver to Landlord, simultaneously with the delivery of this Lease, a corporate
resol ution, proof of due authorization by partners, opinion of counsel or other
appropri ate docunentati on reasonably acceptable to Landl ord evi denci ng the due
aut hori zation of Tenant to enter into this Lease.

32.  FINANCI AL STATEMENTS AND CREDI T REPORTS. At Landlord's request, Tenant
shall deliver to Landlord a copy, certified by an officer of Tenant as being a
true and correct copy, of Tenant's nost recent audited financial statenent, or,
if unaudited, certified by Tenant's chief financial officer as being true,
conplete and correct in all material respects. Tenant hereby authorizes Landl ord
to obtain one or nore credit reports on Tenant at any tine, and shall execute
such further authorizations as Landlord may reasonably require in order to
obtain a credit report.

33. COW SSIONS. Each of the parties represents and warrants to the other that
it has not dealt with any broker or finder in connection with this Lease, except
as described on the Reference Pages.

34. TIME AND APPLI CABLE LAW Tine is of the essence of this Lease and all of
its provisions. This Lease shall in all respects be governed by the |aws of the
state in which the Building is |ocated.

35. SUCCESSORS AND ASSI GNS. Subject to the provisions of Article 9, the terns,

covenants and conditions contained in this Lease shall be binding upon and inure
to the benefit of the heirs, .successors, executors, admnistrators and assigns

of the parties to this Lease.

36. ENTI RE AGREEMENT. This Lease, together with its exhibits, contains all
agreerments of the parties to this Lease and supersedes any previous

negoti ations. There have been no representations nmade by the Landlord or any of
its representatives or understandi ngs made between the parties other than those
set forth in this Lease and its exhibits. This Lease may not be nodified except
by a witten instrument duly executed by the parties to this Lease.

37. EXAM NATI ON NOT OPTI ON. Subnission of this Lease shall not be deerned to be
a reservation of the Prem ses. Landlord shall not be bound by this Lease until
it has received a copy of this Lease duly executed by Tenant and has delivered
to Tenant a copy of this Lease duly executed by Landlord, and until such
delivery Landlord reserves the right to exhibit and | ease the Prem ses to other
prospective tenants. Notwithstanding anything contained in this |ease to the
contrary, Landlord may w thhol d delivery of possession of the Prem ses from
Tenant until such tine as Tenant has paid to Landlord any security deposit
required by Article 5 the first month's rent as set forth in Article 3 and any
sum owed pursuant to this Lease.

38. RECORDATI ON. Tenant shall not record or register this Lease or a short form
nmenor andum her eof without the prior witten consent of Landlord, and then shall
pay all charges and taxes incident such recording or registration.
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39. LIMTATION OF LANDLORD S LIABILITY. Redress for any claimagainst Landlord
under this |lease shall be limted to and enforceable only against and to the
extent of Landlord's interest in the Building. The obligations of Landl ord under
this lease are not intended to be and shall not be personally binding on, nor
shall any resort be made to the private properties of, any of its or its

i nvest ment manager's trustees, directors, officers, partners, beneficiaries,
menbers, stockhol ders, enployees, or agents, and in no case shall Landlord be
liable to Tenant hereunder fromany |lost profits, danage to business, or any

formof special, indirect or consequential damages.

LANDLORD: TENANT:

MP SORRENTO MESA, LLC, a Del aware FRANKLI N W RELESS CORP., a
limted liability conpany Cal i fornia corporation

By: RREEF Managenent Conpany, a
Del awar e corporation

By: /s/ Peter Lloyd By: /s/ Ok Chae Kim
Nanme: Peter Lloyd Nane: Ok Chae Kim
Title: Vice President/Regional Director Title: President
Dated: 4/1/05 Dat ed: 3/22/05
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EXH BIT A - FLOOR PLAN DEPI CTI NG THE PREM SES

attached to and nade a part of Lease bearing the
Lease Reference Date of March 16, 2005
bet ween MP SORRENTO MESA, LLC, a Delaware limted
liability conpany, as Landlord and
FRANKLI N W RELESS CORP., a California corporation, as Tenant

Exhibit Ais intended only to show the general |ayout of the Premises as of the
begi nning of the Termof this Lease. It does not in any way supersede any of
Landl ord's rights set forth in Article 17 with respect to arrangenents and/or

| ocations of public parts of the Building and changes in such arrangenents
and/or locations. It is not to be scaled; any neasurenments or distances shown
shoul d be taken as approxi nate.

"Prem ses"
9853 Paci fic Heights Bl vd.
Suite N

[floor plan here]

A1
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EXH BIT A-1 -- SITE PLAN

attached to and made a part of Lease bearing the
Lease Reference Date of March 16. 2005 between
MP SORRENTO MESA, LLC, a Delaware linmted liability conpany, as Landlord and
FRANKLI N W RELESS CORP., a California corporation, as Tenant

Exhibit A1 is intended only to show the general |ayout of the Prenises as of
the beginning of the Termof this |lease. It does not in any way supersede any of
Landl ord's rights set forth in Article 17 with respect to arrangenents and/or

l ocations of public parts of the Building and changes in such arrangenents

and/or locations. It is not to be scaled; any neasurenments or distances shown
shoul d be taken as approxi nate.

Sorrento Mesa Business Center
5915-5995 Mra Mesa Bl vd.
9823-9883 Paci fic Heights Blvd.

[site plan picture here]
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EXH BIT B -- | NI TIAL ALTERATI ONS

attached to and nade a part of Lease hearing the
Lease Reference Date of March 16, 2005
bet ween MP SORRENTO MESA, LLC, a Delaware limted
liability conpany, as Landlord and
FRANKLI N W RELESS CORP., a California corporation, as Tenant

Tenant shall accept the Premises inits "as is" condition.
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EXH BIT C -- COMENCEMENT DATE MEMORANDUM

attached to and made a part of Lease bearing the
Lease Reference Date of March 16. 2005 between
MP SORRENTO MESA, LLC, a Delaware linmted liability conpany, as Landlord and
FRANKLI N W RELESS CORP., a California corporation, as Tenant

COMVENCEMENT DATE MEMORANDUM

TH' S MEMORANDUM made as of ,20__, by and between ("Landlord") and
___("Tenant").

Recital s:
A Landl ord and Tenant are parties to that certain Lease, dated for reference

, 20__ (the "Lease") for certain prem ses (the "Prem ses")
consi sting of approximately square feet at the building comonly known as

B. Tenant is in possession of the Prenmi ses and the Term of the Lease has
commenced.
C. Landl ord and Tenant desire to enter into this Menorandum confirmng the

Commencenent Date, the Termination Date and other matters under the Lease.

NOW THEREFORE. Landl ord and Tenant agree as follows:

1. The actual Commencenent Date is

2. The actual Termination Date is

3. The schedul e of the Annual Rent and the Monthly installment of Rent set
forth on the Reference Pages is deleted inits entirety, and the follow ng
is substituted therefor:

[insert rent schedul e]

4. Capitalized terns not defined herein shall have the same neaning as set
forth in the Lease.

I'N W TNESS WHEREOF, the parties hereto have caused this Agreenent to be
executed as of the date and year first above witten.

LANDL ORD: TENANT:

By: _ DO NOT_SIGN By: DO NOT_SIGN
Nane: Nare:

Title: Title:

Dat ed: Dat ed:
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EXH BIT D - RULES AND REGULATI ONS

attached to and nade a part of Lease bearing the
Lease Reference Date of March 16, 2005, between
MP SORRENTO MESA, LLC, a Delaware limted liability conpany, as Landlord
and FRANKLI N W RELESS CORP., a California corporation, as Tenant

1. No sign, placard, picture, advertisement, name or notice (collectively
referred to as "Signs") shall be installed or displayed on any part of the
outside of the Building without the prior witten consent of the Landl ord which
consent shall be in Landlord' s sole discretion. Al approved Signs shall be
printed, painted, affixed or inscribed at Tenant's expense by a person or vendor
approved by Landlord and shall be renoved by Tenant at Tenant's expense upon
vacate the Prem ses. Landlord shall have the right to remove any Sign installed
or displayed in violation of this rule at Tenant's expense and without notice.

Lessee hereby agrees to conply with the terns and conditions of these
regul ations. VI OLATION OF TH' S PROVI SI ON SHALL CONSTI TUTE A MATERI AL BREACH OF
THE LEASE.

Lessee agrees to renmpve any signs and return the face of the building to its
original condition upon the expiration of the Lease or any extension thereof.

Wthin 30 days after the execution of the Lease, Lessee is required to subnit to
Lessor for review and approval specifications and drawi ngs for a tenant
identification sign to be erected within 60 days after the execution of this
Lease at Lessee's sole cost and expense. To assure that all tenants have equal
visibility, and that a uniformenvironment is naintained, a sign criteria has
been established for your facility.

Lessee nmust subnit a proof copy of the entire proposed sign to Lessor and to
Lessor's contracted sign neker, d anz Signing and G aphics.

Please fill in the box below w th how you woul d Ii ke your sign to appear and
send to the RREEF office by mail or fax: 9833 Pacific Heights Boul evard, Suite
C, San Diego, California 92121. (858) 452-8668, Fax (858) 452-2585.

+——— +
+ T +

Di sk Requi renents:

a. Files must be created in a vector graphics application, such as Illustrator,

Freehand or Corel Produce. They cannot be bitmap/pixel -based i mages, nor can

they have placed bitnmap inages within the file. (*Note: when sending files from

appl i cations which use both formats, |ike Corel Draw, take special note of

whet her there are any pixel inmages within the file.)

b. Al text nust be converted to Curves or Paths.

c. Files can be saved as I|llustrator Al or EPS, conpatibility 8.0 or earlier.
Not e: Al t hough bitnmap/ pi xel based applications (such as PhotoShop) can be
saved in EPS format, these files will not work for our purposes -- they
wi |l not contain vector lines we require to work with our applications.

d. Files can be sent on either an IBMor MAC formatted floppy di sk.

DO NOT COMPRESS THE FI LE
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If sending artwork on a disk, please mail to danz Signing and G aphics at
8630 Production Avenue, San Diego, California 92 121-2307 (858) 578-8487;
fax (858) 578-5488.

If sending files via e-mail save as instructed above and send to e-nuil:
davi d@lanzsi gns. com

2. If Landlord objects in witing to any curtains, blinds, shades or screens
attached to or hung in or used in connection with any wi ndow or door of the
Prem ses or Building. Tenant shall immediately discontinue such use. No awni ng
shall be permtted on any part of the Prem ses. Tenant shall not place anything
or allow anything to be placed against or near any glass partitions or doors or
wi ndows whi ch may appear unsightly, in the opinion of Landlord, from outside the
Preni ses.

3. Tenant shall not alter any |lock or other access device or install a new or
addi tional |ock or access device or bolt on any door of its Prem ses without the
prior witten consent of Landlord. Tenant, upon the termination of its tenancy,
shall deliver to Landlord the keys or other neans of access to all doors.

4. |If Tenant requires tel ephone, data, burglar alarmor simlar service, the
cost of purchasing. installing and maintaining such service shall be borne
solely by Tenant. No boring or cutting for wires will be allowed w thout the
prior witten consent of Landlord, Landlord shall direct electricians as to
where and how tel ephone, data, and electrical wires are to be introduced or
installed. The location of burglar alarms, telephones, call boxes or other

of fice equi pment affixed to the Prem ses shall be subject to the prior witten
approval of Landl ord.

5. Tenant shall not place a | oad upon any floor of its Prem ses, including
mezzani ne area, if any, which exceeds the |oad per square foot that such floor
was designed to carry and that is allowed by | aw. Heavy objects shall stand on
such platfornms as determned by Landlord to be necessary to properly distribute
the weight. Landlord will not be responsible for |oss of or damage to any such
equi prent or other property From any cause, and all damage done to the Building
by maintaining or noving such equi pment or other property shall he repaired at
the expense of Tenant.

6. Tenant shall not install arny radio or television antenna, satellite dish,
| oudspeaker or other device on the roof or exterior walls of the Building

wi thout Landlord's prior witten consent which consent shall he in Landlord's
sol e discretion.

7. Tenant shall not mark, drive nails, screwor drill into the partitions.
woodwor k, plaster or drywall (except for pictures and general office uses) or in
any way deface the Premises or any part thereof. Tenant shall not affix any
floor covering to the floor of the Prenises or paint or seal any floors in any
manner except as approved by Landl ord. Tenant shall repair any damage resulting
from nonconpliance with this rule.

8. No cooking shall be done or permtted on the Prenises, except that
Underwriters' Laboratory approved mcrowave ovens or equiprment for brew ng
coffee, tea, hot chocolate and simlar beverages shall be permtted, provided
that such equi pment and use is in accordance with all applicable federal, state
and city | aws, codes, ordinances, rules and regul ations.

9. Tenant shall not use any hand trucks except those equi pped with the rubber
tires and side guards, and may use such other naterial-handling equi pnment as
Landl ord may approve. Tenant shall not bring any other vehicles of any kind into
the Building. Forklifts which operate on asphalt areas shall only use tires that
do not danmge the asphalt.

10. Tenant shall not use the nane of the Building or any photograph or other
l'i keness of the Building in connection with or in pronpting or advertising
Tenant's busi ness except that Tenant may include the Building name in Tenant's
address. Landlord shall have the right, exercisable w thout notice and w t hout
liability to any tenant, to change the nanme and address of the Building.

11. Al trash and refuse shall be contained in suitable receptacles at |ocations
approved by Landl ord. Tenant shall not place in the trash receptacles any
personal trash or material that cannot be disposed of in the ordinary and
customary manner of renoving such trash without violation of any |aw or

ordi nance governi ng such di sposal .
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12. Tenant shall conply with all safety, fire protection and evacuation
procedures and regul ati ons established by Landl ord or any governing authority.

13. Tenant assunes all responsibility for securing and protecting its Prem ses
and its contents including keeping doors | ocked and other nmeans of entry to the
Prem ses cl osed.

14. Tenant shall not use any nmethod of heating or air conditioning other than
that supplied by Landlord w thout Landlord's prior witten consent.

15. No person shall go on the roof wi thout Landlord's perm ssion.

16. Tenant shall not pernmit any animals, other than seeing-eye dogs, to be
brought or kept in or about the Premi ses or any conmon area of the property.

17. Tenant shall not permt any notor vehicles to be washed or nechanical work
or mai ntenance of notor vehicles to be performed on any portion of the Prenm ses
or parking |ot.

18. These Rules and Regul ations are in addition to, and shall not be construed
to in any way nodify or anend, in whole or in part, the terns, covenants,
agreenments and conditions of any |ease of any prem ses in the Building. Landlord
may wai ve any one or nore of these Rules and Regulations for the benefit of any
tenant or tenants, and any such waiver by Landlord shall not be construed as a
wai ver of such Rules and Regul ations for any or all tenants.

19. Landl ord reserves the right to make such other and reasonable rules and
regulations as in its judgnent may fromtinme to time be needed for safety and
security, for care and cleanliness of the Building and for the preservation of
good order in and about the Building. Tenant agrees to abide by all such rules
and regul ations herein stated and any additional rules and regul ati ons which are
adopt ed. Tenant shall be responsible for the observance of all of the foregoing
rul es by Tenant's enpl oyees, agents, clients, custoners, invitees and guests.

20. Any toilet roonms, toilets, urinals, wash bow s and ot her apparatus shall not
be used for any purpose other than that for which they were constructed and no
foreign substance of any kind whatsoever shall be thrown into them The expense
of any breakage. stoppage or damage resulting fromthe violation of this rule
shal | be borne by the Tenant who, or whose enpl oyees or invitees, shall have
caused it.

21. Tenant shall not permt snoking or carrying of lighted cigarettes or cigars
in areas reasonably designated by Landlord or any applicabl e governnental
agenci es as non-snoki ng areas.

22. Any directory of the Building or project of which the Building is a part
("Project Area"), if provided, will be exclusively for the display of the nanme
and | ocation of tenants only and Landl ord reserves the right to charge for the
use thereof and to exclude any other nanes.

23. Canvassing, soliciting, distribution of handbills or any other witten
material in the Building or Project Area is prohibited and each tenant shall
cooperate to prevent the same. No tenant shall solicit business from other
tenants or Pernmit the sale of any goods or nerchandise in the Building or
Project Area without the witten consent of Landl ord.

24. Any equi pnent bel onging to Tenant which causes noise or vibration that nay
be transmitted to the structure of the Building or to any space therein to such
a degree as to be objectionable to Landlord or to any tenants in the Building
shal | be placed and nuintai ned by Tenant, at Tenant's expense, on vibration
elimnators or other devices sufficient to elimnate the noise or vibration.

25. Driveways, sidewal ks, halls, passages, exits, entrances and stairways
("Access Areas") shall not be obstructed by tenants or used by tenants for any
purpose other than for ingress to and egress fromtheir respective prem ses.
Access areas are not for the use of the general public and Landlord shall in all
cases retain the right to control and prevent access thereto by all persons
whose presence, in the judgenent of Landlord, shall be prejudicial to the
safety, character, reputation and interests of the Building or its tenants.

D-3
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26. Landlord reserves the right to designate the use of parking areas and
spaces. Tenant shall not park in visitor, reserved, or unauthorized parking
areas. Tenant and Tenant's guests shall park between designated parking |ines
only and shall not park nmotor vehicles in those areas designated by Landl ord for
| oadi ng and unl oadi ng. Vehicles in violation of the above shall be subject to
bei ng towed at the vehicle owner's expense. Vehicles parked overni ght w thout
prior witten consent of the Landl ord shall be deened abandoned and shall be
subject to being towed at vehicle owner's expense. Tenant will fromtine to
time, upon the request of Landlord, supply Landlord with a list of license plate
nunbers of vehicles owned or operated by its enployees or agents.

27. No trucks, tractors or simlar vehicles can be parked anywhere other than in
Tenant's own truck dock area. Tractor-trailers which nmust be unhooked or parked
with dolly wheel s beyond the concrete | oading areas nust use steel plates or
wood bl ocks under the dolly wheels to prevent damage to the asphalt paving
surfaces. No parking or storing of such trailers will be permtted in the
parking areas or on streets adjacent thereto.

28. During periods of |oading and unl oading, Tenant shall not unreasonably
interfere with traffic flow and | oadi ng and unl oadi ng areas of other tenants.

Al products. naterials or goods nust be stored within the Tenant's Prenises and
not in any exterior areas, including, but not linmted to, exterior dock
platforms, against the exterior of the Building, parking areas and driveway
areas. Tenant agrees to keep the exterior of the Prem ses clean and flee of
nails, wood, pallets, packing naterials, barrels and other debris produced
fromtheir operation.
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Exhibit 31.1

I, OC Kim chi
1)
2)
3)
4)
5)
/sl OC Kim
OC Kim
Pr esi dent

May 19, 2006

CERTI FI CATI ON OF CHI EF EXECUTI VE OFFI CER PURSUANT TO
SECTI ON 302 OF THE SARBANES- OXLEY ACT CF 2002

ef executive officer of Franklin Wreless Corp., certify that:

I have reviewed this Annual Report on Form 10-KSB of Franklin
Wreless Corp.;

Based on my know edge, this report does not contain any untrue
statement of a material fact or onmit to state a material fact
necessary to make the statenments made, in light of the

ci rcunmst ances under which such statenents were nade, not

m sl eading with respect to the period covered by this report;

Based on my know edge, the financial statenents, and other
financial information included in this report, fairly present in
all material respects the financial condition, results of
operations and cash flows of the registrant as of, and for, the
periods presented in this report;

The registrant's other certifying officers and | are responsible
for establishing and nai ntaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a - 15(e) and 15d -
15(e)) for the registrant and we have:

a) desi gned such disclosure controls and procedures, or
caused such disclosure controls and procedures to be
desi gned under our supervision, to ensure that material
information relating to the registrant, including its
consol i dated subsidiaries, is made known to us by others
within those entities, particularly during the period in
which this report is being prepared;

b) evaluated the effectiveness of the registrant's
di sclosure controls and presented in this report our
concl usi ons about the effectiveness of the disclosure
controls and procedures, as of the end of the period
covered by this report based on such eval uation; and

c) disclosed in this report any change in the registrant's
internal control over financial reporting that occurred
during the registrant's nost recent fiscal quarter (the
registrant's fourth fiscal quarter in the case of an
annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant's
internal control over financial reporting.

The registrant's other certifying officers and I have discl osed,
based on our nost recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit
comittee of registrant's board of directors (or persons
perform ng the equival ent functions):

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

b) any fraud, whether or not material, that involves
managenent or other enpl oyees who have a significant
role in the registrant's internal control over financial
reporting.
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Exhibit 31.2

CERTI FI CATI ON OF CHI EF FI NANCI AL OFFI CER PURSUANT TO
SECTI ON 302 OF THE SARBANES- OXLEY ACT CF 2002

I, OC Kim President and Acting Principal Accounting O ficer of Franklin
Wreless Corp., certify that:

1

2)

3)

4)

5)

/sl OC KIM

OC Kim

I have reviewed this Annual Report on Form 10-KSB of Franklin
Wreless Corp.;

Based on my know edge, this report does not contain any untrue
statement of a material fact or onmt to state a material fact
necessary to make the statenments made, in |ight of the

ci rcunmst ances under whi ch such statenents were nade, not

m sl eading with respect to the period covered by this report;

Based on my know edge, the financial statenents, and other
financial information included in this report, fairly present in
all material respects the financial condition, results of
operations and cash flows of the registrant as of, and for, the
periods presented in this report;

The registrant's other certifying officers and | are responsible
for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a - 15(e) and 15d -
15(e)) for the registrant and we have:

a) desi gned such disclosure controls and procedures, or
caused such disclosure controls and procedures to be
desi gned under our supervision, to ensure that material
information relating to the registrant, including its
consol i dated subsidiaries, is made known to us by others
within those entities, particularly during the period in
which this report is being prepared;

b) evaluated the effectiveness of the registrant's
di scl osure controls and presented in this report our
concl usi ons about the effectiveness of the disclosure
control s and procedures, as of the end of the period
covered by this report based on such eval uation; and

c) disclosed in this report any change in the registrant's
internal control over financial reporting that occurred
during the registrant's nost recent fiscal quarter (the
registrant's fourth fiscal quarter in the case of an
annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant's
internal control over financial reporting.

The registrant's other certifying officers and I have discl osed,
based on our nost recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit
comittee of registrant's board of directors (or persons
perform ng the equival ent functions):

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

b) any fraud, whether or not material, that involves
managenent or other enpl oyees who have a significant
role in the registrant's internal control over financial
reporting.

President and Acting Principal Accounting O ficer

May 19, 2006
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Exhibit 32.1

CERTI FI CATI ON PURSUANT TO
SECTI ON 906 OF THE SARBANES- OXLEY ACT CF 2002

In connection with the Annual Report of Franklin Wreless Corp. (the "Conpany")
on Form 10-KSB for the fiscal year ended June 30, 2005 as filed with the
Securities and Exchange Conmi ssion on the date hereof (the "Report"), |, OC Kim
chi ef executive officer of the Conpany, certify, pursuant to 18 U.S.C. ss. 1350,
as adopted pursuant to ss. 906 of the Sarbanes-Oxley Act of 2002, that to ny
know edge:

(1) The Report fully conplies with the requirements of section 13(a) or
15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all
material respects, the financial condition and result of operations of
the Comnpany.

/sl OC Kim

OC Kim

Presi dent

May 19, 2006
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Exhibit 32.2

CERTI FI CATI ON PURSUANT TO
SECTI ON 906 OF THE SARBANES- OXLEY ACT CF 2002

In connection with the Annual Report of Franklin Wreless Corp. (the "Conpany")
on Form 10-KSB for the fiscal year ended June 30, 2005 as filed with the
Securities and Exchange Conmi ssion on the date hereof (the "Report"), |, OC Kim
President and Acting Principal Accounting O ficer of the Conpany, certify,
pursuant to 18 U.S.C. ss. 1350, as adopted pursuant to ss. 906 of the

Sar banes- Oxl ey Act of 2002, that to ny know edge:

(1) The Report fully conplies with the requirements of section 13(a) or
15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all
material respects, the financial condition and result of operations of
the Comnpany.

/sl OC KIM

OC Kim

President and Acting Principal Accounting Oficer
May 19, 2006



