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ITEM 5. Other Events 
 
 
As of May 15,1998, the Company entered into a synthetic lease agreement to lease 
undeveloped land in San Rafael, California and improvements comprising the first 
phase of an office  complex  facility to be constructed on the land. A synthetic 
lease  is  asset-based  financing  structured  to  be  treated  as a  lease  for 
accounting purposes but as a loan for tax purposes.  The office complex facility 
is intended to accommodate the future growth of the Company. 
 
The Company had exercised an option ("the  Option") to purchase the  undeveloped 
land in December,  1997,  at an  approximate  cost of $9.35 million plus certain 
other  costs  incurred  by the seller as defined  in the Option  agreement.  The 
Option  was  assigned  to the  lessor in  connection  with the  synthetic  lease 
transaction.  The lessor under the synthetic  lease has committed to spend up to 
$55 million for the purchase of the land and construction of this first phase of 
the facility, and the Company will act as construction agent for the lessor. The 
lease term begins as of May 15, 1998 and continues thereafter for five years for 
the land and,  when they are  constructed,  will  incorporate  the buildings and 
other  improvements  that will comprise the first phase of the facility.  Rental 
payments  will  commence  on  completion  of  construction.  The  completion  of 
construction is expected to occur in January, 2001. With the approval of lessor, 
the  Company may extend the lease term for up to three  one-year  periods or one 
three-year  period.  The  Company has the option  either to purchase  the entire 
facility at a purchase price approximating lessor's then accumulated total costs 
or only certain  portions of the facility at a pre-set price, at any time during 
the term or the Company can re-market the facility to a third party. 
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     Pursuant to the  requirements  of the Securities  Exchange Act of 1934, the 
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