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Information contained herein is subject to completion or amendment. A registration statement relating to these securities has been filed
with the Securities and Exchange Commission. These securities may not be sold nor may offers to buy be accepted prior to the time the
registration statement becomes effective. This prospectus shall not constitute an offer to sell or the solicitation of an offer to buy nor
shall there be any sale of these securities in any state in which such offer, solicitation or sale would be unlawful prior to registration or
qualification under the securities laws of any such state.

 
SUBJECT TO COMPLETION, DATED FEBRUARY 26, 2002

 
PRELIMINARY PROSPECTUS

 

$200,000,000
 

 

3.5% Convertible Subordinated Notes due 2006 and the Common Stock Issuable Upon Conversion of the
Notes

 

 
We issued the notes in a private placement in December 2001. This prospectus will be used by selling securityholders to resell their notes and the common

stock issuable upon conversion of their notes.
 

The notes are convertible, at the option of the holder, at any time on or prior to maturity into shares of Extreme Networks’ common stock. The notes are
convertible at a conversion price of $20.96 per share, which is equal to a conversion rate of approximately 47.7213 shares per $1,000 principal amount of notes,
subject to adjustment.
 

We will pay interest on the notes on June 1 and December 1 of each year, beginning June 1, 2002. The notes will mature on December 1, 2006.
 

We may redeem some or all of the notes at any time on or after December 5, 2004 at the redemption prices described in this prospectus.
 

In the event of a change in control, we may be required, at the option of the holder to repurchase the notes at a price equal to 100% of the principal amount
of the notes plus accrued interest to the date of repurchase.
 

The notes are our general unsecured obligations and are subordinated to all of our existing and future senior indebtedness and will be effectively
subordinated to all of the indebtedness and liabilities of our subsidiaries. The indenture governing the notes will not limit our ability or the ability of our
subsidiaries to incur senior indebtedness or other liabilities.
 

The notes are eligible for trading in The PortalSM Market. Our common stock is traded on the Nasdaq National Market under the symbol “EXTR.” On
February 25, 2002, the closing price of our common stock on the Nasdaq National Market was $8.24 per share.
 

The securities offered hereby involve a high degree of risk. See “Risk Factors” beginning on page 8 of this prospectus.
 

 
NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISSION HAS APPROVED OR

DISAPPROVED THESE SECURITIES OR PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.
 

The date of this prospectus is                     , 2002.
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DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

 
In addition to the other information contained or incorporated by reference in this registration statement, investors should carefully consider the risk factors

disclosed in this registration statement, including those beginning on page 8, in evaluating an investment in the notes or the common stock issuable upon
conversion of the notes. These include forward-looking statements concerning expected changes in expense levels, the availability of products from suppliers and
contract manufacturers, product costs and sales prices, liquidity and similar language based on the expectations of our management as of the date of this
registration statement. However, there may be events in the future that we are not able to predict or over which we have no control.
 

There can be no assurance that our expectations or any of the forward-looking statements will prove to be correct, and actual results could differ materially
from these projected or assumed in the forward-looking statements. Extreme Networks’ future financial condition and results of operations, as well as any
forward-looking statements, are subject to inherent risks and uncertainties, including but not limited to the risk factors set forth herein and those described
elsewhere in this registration statement. All forward-looking statements and reasons why results may differ included in this registration statement are made as of
the date hereof, and Extreme Networks assumes no obligation to update any such forward-looking statement or reason why actual results might differ.
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ADDITIONAL INFORMATION

 
Extreme Networks files annual, quarterly and special reports, proxy statements and other information with the Securities and Exchange Commission, or

SEC. You may read and copy any document Extreme Networks’ files at the SEC’s public reference room in Washington, D.C., New York, New York and
Chicago, Illinois. Please call the SEC at 1-800-SEC-0330 for further information on the public reference rooms. Our SEC filings are also available to the public
from the SEC’s website at www.sec.gov or from Extreme Networks’ website at www.extremenetworks.com. However, the information on Extreme Networks’
website does not constitute a part of this registration statement.
 

In this registration statement, Extreme Networks “incorporates by reference” the information it files with the SEC, which means that Extreme Networks can
disclose important information to you by referring to that information. The information incorporated by reference is considered to be part of this registration
statement, and later information filed with the SEC will update and supersede this information. Extreme Networks incorporates by reference the documents listed
below and any future filings it makes with the SEC under Section 13(a), 13(c), 14 or 15(d) of the Exchange Act of 1934, as amended, commonly referred to as the
Exchange Act, after the date of this registration statement:
 
 • our annual report on Form 10-K for the year ended July 1, 2001;
 
 • our quarterly reports on Form 10-Q for the quarters ended December 31, 2001 and September 30, 2001;
 
 • our current reports on Form 8-K filed on February 20, 2002, December 13, 2001, November 30, 2001, November 2, 2001, and October 23, 2001;
 
 • our definitive proxy statement on Schedule 14A filed October 16, 2001; and
 
 • our registration statement on Form S-1, filed February 5, 1999, which contains a description of our common stock.
 

You may obtain copies of these filings, at no cost, by writing or telephoning Extreme Networks at the following address:
 

Extreme Networks, Inc.
3585 Monroe Street

Santa Clara, CA 95051
Attention: Legal Department
Telephone (408) 579-2800

 
You should rely only on the information provided in this registration statement or incorporated in this registration statement by reference. Extreme Networks

has not authorized anyone to provide you with different information. You should not assume that the information in this registration statement, including any
information incorporated herein by reference, is accurate as of any date other than that on the front of the registration statement.
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SUMMARY

 
The following summary is qualified in its entirety by the more detailed information appearing elsewhere or incorporated by reference in this registration

statement. Documents incorporated by reference form an integral part hereof. Prospective investors should consider carefully the information set forth in this
registration statement under the heading “Risk Factors.” Unless the context otherwise requires, the terms “we,” “us,” “our,” and “Extreme Networks” refer to
Extreme Networks, Inc., a Delaware corporation.
 

Extreme Networks, Inc.
 

Extreme Networks is a leading provider of broadband switching solutions. We believe we deliver a simplified approach for building networks consistent
with our corporate vision of “Ethernet Everywhere.” Using Ethernet and Internet Protocol standards, our simple-to-use products are designed to meet the growing
needs of enterprise local area networks, service providers, metropolitan area networks, and web-content providers. Our product solutions offer the competitive
advantages of superior performance, scalability to meet customer needs, increased flexibility to allocate network resources, increased ease of use, and lower cost
of network ownership.
 

We utilize custom semiconductors in our products, also known as application specific integrated circuits, or ASICs, and adopt uniform hardware and
software designs throughout our product line wherever possible. By using hardware-based architecture, our products route network traffic, a function commonly
referred to as Layer 3 switching, at a faster rate than by means of the software implementations used in competing products. Traditional Layer 3 products rely
primarily on software that may result in slower traffic speeds and the loss of message packets in the switch during high network traffic periods. The ASIC-based,
wire-speed architecture in our products is designed to avoid the loss of packets, and thereby improve overall system performance.
 

We have pursued opportunities in both existing and new markets. Our customer base is comprised of medium and large enterprises, service providers, web-
content providers, and application service providers. Our customers operate in a dynamic business environment in which information is available from multiple
sources, network traffic is unpredictable, and performance demands are continually rising. We offer products that target mission-critical web applications, such as
server collocation, enterprise resource planning, e–commerce, Voice-over-Internet Protocol, and private intranets. We are in the process of extending our offering
of Internet Protocol services to provide Layer 4 through 7 switching solutions required for building high-performance content-aware networks.
 

The network switch market in which we operate has demonstrated significant growth in recent years. The Dell’Oro Group, a research and consulting firm,
estimates in an independently prepared market report dated January 2002, that the market for Layer 3 switching equipment totaled $3.4 billion in 2000, and is
expected to increase to approximately $4.7 billion in 2003. Furthermore, the same firm estimates the market for Layer 4 through 7 open systems interconnection
model content networking devices to reach $0.7 billion in 2003 and the market for Gigabit Ethernet based switching equipment is expected to be $0.5 billion in
2003.
 

We believe during the past few years that the focus and direction of network infrastructure technology has shifted toward Internet Protocol and Ethernet-
based switching networks. These networks offer a simplified, high-performance network architecture to meet existing and future application requirements. As a
result, other competing technologies are moving toward Internet Protocol and Ethernet-based switching standards.
 

Our goal is to deliver a simplified approach for building network infrastructure and to facilitate communication for a broad range of user applications. Our
family of BlackDiamond, Summit and Alpine
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switching solutions incorporate a unique combination of an ASIC-based architecture and network management software offering the following benefits:
 
 • High performance: Our products provide Gigabit Ethernet and Fast Ethernet together with, non-blocking, wire-speed Layer 3 switching.
 

 
• Simplicity and consistency: Our products share the same hardware, software, and management architecture. This allows businesses to build a consistent

end-to-end network that shares a common set of features, performance, and management capabilities, making our networks easier to manage and
administer, and reducing the overall cost of network ownership.

 
 • Scalability: Our products offer high speed and bandwidth with the capability to scale networks to support demanding applications in the future.
 

 
• Policy-Based Quality of Service: Our Policy-Based Quality of Service, or QoS, allows network managers to allocate and prioritize the bandwidth for

specific applications and computer users. Accordingly, mission-critical traffic, such as e–commerce transactions, can receive more bandwidth and higher
priority than less important traffic.

 
We sell our products through domestic and international resellers, distributors, and our field sales organization. We have entered into agreements with more

than 250 resellers in 50 countries, and we have established key relationships with leaders in the telecommunications, personal computer, and computer
networking industries. Our field sales organization supports and develops leads for our resellers and distributors, and is actively working to expand the number of
key accounts and strategic customers. Our products have been deployed in many organizations, ranging from companies in the fields of telecommunications,
manufacturing, health care, computer services, media, and finance to educational and governmental institutions.
 

We are incorporated in Delaware. Our executive offices are located at 3585 Monroe Street, Santa Clara, California 95051-1450 and our telephone number is
(408) 579-2800.
 
Recent Developments
 

On October 31, 2001, Extreme Networks filed a Tender Offer Statement on Schedule TO with the Securities and Exchange Commission related to a
voluntary stock option exchange program for its employees. Extreme Networks’ executive officers, directors and vice presidents are not eligible to participate in
this program. Under the program, Extreme Networks employees were given the opportunity to voluntarily cancel unexercised vested and unvested stock options
previously granted to them that have an exercise price of $10.00 or more. Participants who elected to exchange any options must also exchange any other options
granted to him or her during the six months before December 4, 2001. The cancelled stock options will be exchanged for replacement stock options to be granted
at a date at least six months plus one day after the option cancellation date of December 4, 2001. The replacement stock options will be for the same number of
shares as the cancelled options. The replacement stock options will be granted with an exercise price equal to the fair market value of Extreme Networks stock on
the date of grant, which is scheduled to be June 5, 2002. In order to receive new stock options, an employee must remain employed with Extreme Networks or
one of its subsidiaries until the date when the replacement stock options are granted. Approximately 5.8 million stock options were accepted for exchange under
this program and accordingly, were canceled in December 2001.
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The Offering

 
Securities offered In December 2001, we sold $200,000,000 aggregate principal amount of 3.5% convertible

subordinated notes due December 1, 2006, and shares of common stock issuable upon conversion of
the notes.

 
Offering price 100% of the principal amount of the notes plus accrued interest, if any.
 
Interest We will pay interest on the notes semi-annually on June 1 and December 1 of each year, commencing

June 1, 2002.
 
Conversion The notes are convertible at the option of the holder into shares of our common stock at a conversion

rate of 47.7213 shares of common stock per $1,000 principal amount of notes. This is equivalent to a
conversion price of approximately $20.96 per share. The conversion rate is subject to adjustment in
certain events. The notes are convertible at any time before the close of business on the maturity date,
unless we have previously redeemed or repurchased the notes. Holders of notes called for redemption
or submitted for repurchase are entitled to convert the notes up to the close of business on the business
day immediately preceding the date fixed for redemption or repurchase, as the case may be. See
“Description of Notes—Conversion Rights.”

 
Subordination The notes are subordinated to our present and future “senior debt,” as that term is defined in

“Description of the Notes—Subordination.” The notes are also effectively subordinated in right of
payment to all indebtedness and other liabilities of our subsidiaries. As of December 31, 2001, the
aggregate amount of Extreme Networks’ outstanding senior debt was approximately $91.0 million and
the aggregate amount of indebtedness and other liabilities of Extreme Networks’ subsidiaries was
approximately $14.7 million, excluding intercompany liabilities and deferred revenue. The indenture
under which the notes were issued does not restrict the incurrence of senior debt by us or the
incurrence of other indebtedness or liabilities by us or any of our subsidiaries. See “Description of
Notes—Subordination.”

 
Global note; Book-entry system The notes were issued in fully registered form without interest coupons and in minimum

denominations of $1,000. The notes are evidenced by one or more global notes deposited with the
trustee for the notes, as custodian for DTC. Beneficial interests in the global note is shown on, and
transfers of those beneficial interest can only be made through, records maintained by DTC and its
participants. See “Description of Notes—Form, Denomination, Transfer, Exchange and Book-Entry
Procedures.”

 
Optional redemption by Extreme Networks We may redeem the notes, at our option, in whole or in part, on or after December 5, 2004, at the

redemption prices set forth in this registration statement plus accrued and unpaid interest to, but
excluding, the redemption date. See “Description of Notes—Optional Redemption by Extreme
Networks.”
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Repurchase at option of holders  upon a change in

control
Upon a “change in control,” as that term is defined in “Description of Notes—Repurchase at Option
of Holders Upon a Change in Control,” you have the right, subject to certain conditions and
restrictions, to require us to repurchase your notes, in whole or in part, at 100% of their principal
amount, together with interest accrued but unpaid to, but excluding, the repurchase date. The
repurchase price is payable in cash or, at our option, and subject to certain conditions, in shares of
common stock. If we pay the repurchase price in common stock, the common stock will be valued at
95% of the average closing sales prices of the common stock for the five trading days preceding and
including the third trading day prior to the repurchase date. See “Description of Notes—Repurchase at
Option of Holders Upon a Change in Control.”

 
Use of proceeds We will not receive any of the proceeds from the sale by any selling securityholders of the notes or the

underlying common stock.
 
Events of default The following are events of default under the indenture for the notes:
 

 
• we fail to pay principal of or any premium on any note when due, whether or not the payment is

prohibited by the subordination provisions of the indenture;
 

 
• we fail to pay any interest, including liquidated damages, on any note when due and that default

continues for 30 days, whether or not the payment is prohibited by the subordination provisions of
the indenture;

 
 • we fail to provide the notice that we are required to give in the event of a “change in control;”
 

 
• we fail to perform any other covenant in the indenture and that failure continues for 60 days after

written notice to us by the trustee or the holders of at least 25% in aggregate principal amount of
outstanding notes;

 

 

• we or any of our significant subsidiaries fail to pay when due, either at its maturity or upon
acceleration thereof, any indebtedness under any bonds, debentures, notes or other evidences of
indebtedness for money borrowed, or any guarantee thereof, in excess of $30.0 million if the
indebtedness is not discharged, or the acceleration is not annulled, within 30 days after written
notice to us by the trustee or the holders of at least 25% in aggregate principal amount of the
outstanding notes; and

 

 
• events of bankruptcy, insolvency or reorganization with respect to us or any of our subsidiaries

specified in the indenture.
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Registration rights We have agreed to file this shelf registration statement with respect to the resale of the notes and the

sale of the shares of common stock issuable upon conversion of the notes. If we fail to comply with
certain of our obligations under a registration rights agreement, liquidated damages will be payable on
the notes and the common stock issued upon conversion of the notes. See “Description of Notes—
Registration Rights.”

 
Trading of notes; Listing of common stock The notes are eligible for trading in The PortalSM Market of the National Association of Securities

Dealers, Inc. The common stock is quoted on the Nasdaq National Market under the symbol “EXTR.”
 
Governing law The indenture, the notes, and the registration rights agreement are governed by the laws of the State of

New York.
 

Risk Factors
 

You should read the “Risk Factors” section, beginning on page 8 of this registration statement, so that you understand the risks associated with an investment
in the notes.
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RISK FACTORS

 
In addition to the other information contained or incorporated by reference in this registration statement, you should carefully consider the following risk

factors in evaluating an investment in the notes. This registration statement includes “forward looking statements” within the meaning of Section 27A of the
Securities Act and Section 21E of the Exchange Act. All statements contained or incorporated by reference in this registration statement other than statements of
historical fact are “forward looking statements” for purposes of these provisions, including any statements of the plans and objectives for future operations and
any statement of assumptions underlying any of the foregoing. In some cases, forward-looking statements can be identified by the use of terminology such as
“may,” “will,” “expects,” “plans,” “anticipates,” “estimates,” “potential,” or “continue,” or the negative thereof or other comparable terminology. Our actual
results could differ materially from those projected or assumed in these forward-looking statements because of risks and uncertainties, including risks and
uncertainties described in the risk factors below and elsewhere in this registration statement. We assume no obligation to update any such forward-looking
statement or reason why actual results might differ.
 
We have a limited history of profitability, we are not currently profitable and we cannot assure you that we will return to profitability in the future.
 

Fiscal 2000 was the first year in which Extreme Networks achieved profitability. We reported a loss for fiscal 2001 and for the quarters ended December 31,
2001 and September 30, 2001. In the foreseeable future, we anticipate continuing to incur significant sales, marketing and service, product development and
general and administrative expenses and, as a result, we will need to generate and sustain significantly higher revenue to return to and sustain profitability. In
addition, the amortization of purchased goodwill and intangibles, and deferred compensation associated with acquisitions will result in material charges that will
reduce our profitability or increase our losses over coming quarters, and the review in the future of intangible assets for impairment could also reduce our
profitability or increase our losses in the future. Further, the impact of the current economic slowdown could result in additional charges.
 
A number of factors could cause our quarterly financial results to be worse than expected, resulting in a decline in our stock price.
 

Our failure to control our operating expenses at a level that is consistent with anticipated revenues may cause our financial results to be worse than expected.
A high percentage of our expenses are fixed in the short term, so any delay in generating or recognizing revenue could cause our quarterly operating results to fall
below the expectations of public market analysts or investors, which could cause the price of our stock to fall.
 

We may experience a delay in generating or recognizing revenue for a number of reasons. Orders at the beginning of each quarter do not equal expected
revenue for that quarter and are generally cancelable at any time. Accordingly, we are dependent upon obtaining orders during a quarter and shipping those orders
in the same quarter to achieve our revenue objectives. In addition, the timing of product releases, purchase orders and product availability could result in a
majority of our product shipments being scheduled for the end of a quarter. Failure to ship these products by the end of a quarter may adversely affect our
operating results. Our customer agreements generally allow customers to delay scheduled delivery dates or to cancel orders within specified timeframes without
significant charges to the customers. Furthermore, some of our customers require that we provide set-up or inspection services that may delay the recognition of
revenue, and some of our customer agreements include acceptance provisions that prevent our ability to recognize revenue upon shipment.
 

Our quarterly revenue and operating results have varied significantly in the past and may vary significantly in the future due to a number of factors,
including, but not limited to, the following:
 
 • changes in general and/or specific economic conditions in the networking industry;
 
 • seasonal fluctuations in demand for our products and services, particularly in Asia and Europe;
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• our ability to accurately forecast demand for our products, which in the case of lower-than-expected sales may result in excess or obsolete inventory in

addition to non-cancelable purchase commitments for component parts;
 
 • unexpected product returns or the cancellation or rescheduling of orders;
 
 • our ability to develop, introduce, ship and support new products and product enhancements and manage product transitions;
 
 • announcements and new product introductions by our competitors;
 
 • our ability to develop and support relationships with enterprise customers, service providers and other potential large customers;
 
 • our ability to achieve targeted cost reductions;
 
 • our ability to obtain sufficient supplies of sole or limited-source components for our products on a timely basis;
 
 • increases in the prices of the components that we purchase;
 
 • decreases in the prices of the products that we sell;
 
 • our ability to achieve and maintain desired production volumes and quality levels for our products;
 
 • the mix of products sold and the mix of distribution channels through which products are sold;
 
 • costs relating to possible acquisitions and the integration of technologies or businesses; and
 
 • the effect of amortization of goodwill, deferred compensation, and purchased intangibles resulting from existing or new transactions.
 

Due to the foregoing factors, we believe that period-to-period comparisons of our operating results should not be relied upon as an indicator of our future
performance.
 
Intense competition in the market for networking equipment could prevent us from increasing revenue and returning to profitability.
 

The market for networking equipment is intensely competitive. Our principal competitors include Cisco Systems, Enterasys Networks, Foundry Networks,
Nortel Networks and Riverstone Networks. In addition, a number of private companies have announced plans for new products, or have introduced products, that
may compete with our own products. Some of our current and potential competitors have superior market leverage, longer operating histories and substantially
greater financial, technical, sales, and marketing resources, in addition to wider name recognition and larger installed customer bases. These competitors may
have developed, or may in the future develop, new competing products based on technologies that compete with our own products or render our products
obsolete. Furthermore, a number of these competitors may merge or form strategic partnerships that enable them to offer or bring to market additional competitive
products.
 

To remain competitive, we believe that we must, among other things, invest significant resources in developing new products, improve our current products
and maintain customer satisfaction. If we fail to do so, we may not compete successfully with our competitors, which could have a material adverse effect on our
revenue and future profitability.
 
We expect the average selling prices of our products to decrease which may reduce gross margins or revenue.
 

The network equipment industry has experienced rapid erosion of average selling prices due to a number of factors, including competitive pricing pressures,
promotional pricing, rapid technological change and a slowdown in the economy that has resulted in excess inventory and lower prices as companies attempt to
liquidate this inventory. We may experience substantial decreases in future operating results due to the erosion of
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our average selling prices. We anticipate that the average selling prices of our products will decrease in the future in response to competitive pricing pressures,
excess inventories, increased sales discounts and new product introductions by us or our competitors, including, for example, competitive products manufactured
with low-cost merchant silicon. Competitive pressures are expected to increase as a result of the industry slowdown that began in the first half of 2001 coupled
with the recent downturn in the broader economy. These pressures contributed significantly in the reduction of our gross margins from 51.6% for the six months
ended December 31, 2000 to 38.0% for the six months ended December 31, 2001. To maintain our gross margins, we must develop and introduce on a timely
basis new products and product enhancements and continually reduce our product costs. Our failure to do so would cause our revenue and gross margins to
decline, which could have a material adverse effect on our operating results and cause the price of our common stock to decline.
 
Some of our customers may not have the resources to pay for our products as a result of the current economic environment.
 

With the recent economic slowdown, some of our customers are forecasting that their revenue for the foreseeable future will generally be lower than
anticipated. Some of these customers are experiencing, or are likely to experience, serious cash flow problems and as a result, find it increasingly difficult to
obtain financing on attractive terms, if at all. If some of these customers are not successful in generating sufficient revenue or securing alternate financing
arrangements, they may not be able to pay, or may delay payment for the amounts that they owe us. Furthermore, they may not order as many products from us as
originally forecast or cancel orders with us entirely. The inability of some of our potential customers to pay us for our products may adversely affect our cash
flow, the timing of our revenue recognition and amount of revenue, which may cause our stock price to decline.
 
The market in which we compete is subject to rapid technological change and to compete we must continually introduce new products that achieve
broad market acceptance.
 

The network equipment market is characterized by rapid technological change, frequent new product introductions, changes in customer requirements and
evolving industry standards. If we do not address these changes by regularly introducing new products, our product lines will become obsolete. Developments in
routers and routing software could also significantly reduce demand for our products. Alternative technologies could achieve widespread market acceptance and
displace the Ethernet technology on which we have based our product architecture. We cannot assure you that our technological approach will achieve broad
market acceptance or that other technologies or devices will not supplant our own products and technology.
 

When we announce new products or product enhancements that have the potential to replace or shorten the life cycle of our existing products, customers
may defer or cancel orders for our existing products. These actions could have a material adverse effect on our operating results by unexpectedly decreasing sales,
increasing inventory levels of older products and exposing us to greater risk of product obsolescence. The market for switching products is evolving and we
believe our ability to compete successfully in this market is dependent upon the continued compatibility and interoperability of our products with products and
architectures offered by other vendors. In particular, the networking industry has been characterized by the successive introduction of new technologies or
standards that have dramatically reduced the price and increased the performance of switching equipment. To remain competitive we need to introduce products
in a timely manner that incorporate or are compatible with these emerging technologies. We cannot assure you that any new products we introduce will be
commercially successful. We have experienced delays in releasing new products and product enhancements in the past that resulted in lower quarterly revenue
than anticipated. We may experience similar delays in product development and releases in the future, and any delay in product introduction could adversely
affect our ability to compete, causing our operating results to be below our expectations or the expectations of public market analysts or investors.
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Adjustments to the size of our operations may require us to incur unanticipated costs.
 

Prior to the quarter ended March 31, 2001, we experienced rapid growth and expansion that placed, and may in the future place, a significant strain on our
resources. Subsequent to the quarter ended March 31, 2001, we incurred unanticipated costs to downsize our operations to a level consistent with the downward
forecast in sales. These downsizing efforts are not yet fully complete. Even if we manage the current period of contraction effectively, as well as possible
expansion in the future, we may make mistakes in restructuring or operating our business such as inaccurate sales forecasting or incorrect material planning. Any
of these mistakes may lead to unanticipated fluctuations in our operating results. Our net revenue increased significantly during the last fiscal year. Furthermore,
from December 31, 2000 to December 31, 2001, the number of our employees increased from 924 to 994, notwithstanding a reduction in workforce of
approximately 10% of our employees conducted in April 2001. We cannot assure you that we will continue to achieve a similar pattern of growth in fiscal 2002 or
that we will be able to size our operations in accordance with the potential growth or decline of our business in the future.
 
Delays in the implementation of new management information systems may cause a significant burden on our operations.
 

We are implementing additional management information systems and developing further operating, administrative, financial and accounting systems and
controls to maintain close coordination among our executive, engineering, accounting, finance, marketing, sales and operations organizations. In addition, we
plan to transition to a new enterprise resource planning system. We may be unable to install adequate control systems in an efficient and timely manner, and our
current or planned personnel systems, procedures, and controls may not be adequate to support our future operations. The difficulties associated with installing
and implementing these new systems, procedures, and controls may place a significant burden on our management and our internal resources. In addition, as we
grow internationally, we need to expand our worldwide operations and enhance our communications infrastructure. Any delay in the implementation of such new
or enhanced systems, procedures or controls, or any disruption in the transition to such new or enhanced systems, procedures or controls, could adversely affect
our ability to accurately forecast sales demand, manage our supply chain, and record and report financial and management information on a timely and accurate
basis.
 
We must continue to develop and increase the productivity of our indirect distribution channels to increase net revenue and improve our operating
results.
 

Our distribution strategy focuses primarily on developing and increasing the productivity of our indirect distribution channels through resellers and
distributors. If we fail to develop and cultivate relationships with significant resellers, or if these resellers are not successful in their sales efforts, sales of our
products may decrease and our operating results would suffer. Many of our resellers also sell products from other vendors that compete with our products. We are
developing a two-tier distribution structure in Europe and the United States. The success of this structure depends upon our ability to enter into agreements with
numerous resellers and stocking distributors. We have entered into two-tier distribution agreements; however, we cannot assure you that we will be able to enter
into additional distribution agreements or that we will be able to successfully manage the transition of resellers to a two-tier distribution channel. Our failure to do
any of these could limit our ability to grow or sustain revenue. In addition, our operating results will likely fluctuate significantly depending on the timing and
amount of orders from our resellers. We cannot assure you that our resellers will continue to market or sell our products effectively or continue to devote the
resources necessary to provide us with effective sales, marketing and technical support.
 
Most of our revenue is derived from sales of three product families, so we are dependent on widespread market acceptance of these products.
 

In the year ended June 30, 2001, we derived substantially all of our revenue from sales of our Summit, BlackDiamond and Alpine products. We expect that
revenue from these product families will account for a substantial portion of our revenue for the foreseeable future. Accordingly, widespread market acceptance
of our product families is vital to our future success. Factors that may affect the sales of our products, some of which are beyond our control, include:
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• the demand for switching products (Gigabit Ethernet and Layer 3 switching technologies in particular) in the enterprise, service provider and MAN

markets;
 
 • the performance, price and total cost of ownership of our products;
 
 • the availability and price of competing products and technologies;
 
 • our ability to match supply with demand for certain products; and
 
 • the success and development of our resellers, distributors and field sales channels.
 

We may not be able to achieve widespread market acceptance of our product families, which could reduce our revenue and cause our stock price to fall.
 
Future performance will depend on the introduction and acceptance of new products.
 

Our future performance will also depend on the successful development, introduction, and market acceptance of new and enhanced products that address
customer requirements in a cost-effective manner. In the past, we have experienced delays in product development and such delays may occur in the future. We
are currently engaged in development of a third-generation chipset planned for use in future products. The introduction of new and enhanced products may cause
our customers to defer or cancel orders for existing products. Therefore, to the extent customers defer or cancel orders in the expectation of new product releases,
any delay in the development or introduction of new products could cause our operating results to suffer. The risk that we will be unable to achieve and maintain
widespread levels of market acceptance for our current and future products may significantly impair our revenue growth.
 
If a key reseller, distributor, or other significant customer cancels or delays a large purchase, our net revenue may decline and the price of our stock may
fall.
 

To date, a limited number of resellers, distributors and other customers have accounted for a significant portion of our revenue. If any of our large customers
stop or delay purchases, our revenue and profitability would be adversely affected. For example, in the quarter ended December 31, 2001, one customer
accounted for 15% of our net revenue and three customers each individually accounted for nearly 10% of our revenue. Our expense levels are based on our
expectations as to future revenue and to a large extent are fixed in the short term, so a substantial reduction or delay in sales of our products to a significant
reseller, distributor or other customer could harm our business, operating results and financial condition. Although our largest customers may vary from period-to-
period, we anticipate that our operating results for any given period will continue to depend to a significant extent on large orders from a relatively small number
of customers, particularly in view of the high per unit sales price of our products and the length of our sales cycles.
 

While our financial performance depends on large orders from a limited number of key resellers, distributors and other significant customers, we do not have
binding purchase commitments from any of them. For example:
 
 • our service provider and enterprise customers can stop purchasing and our resellers and distributors can stop marketing our products at any time;
 
 • our reseller agreements are non-exclusive and are for one-year terms, with no obligation upon the resellers to renew the agreements; and
 
 • our reseller, distributor and end-user customer agreements generally do not require minimum purchases.
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Under specified conditions, some third-party distributors are allowed to return products to us. We do not recognize revenue on sales to distributors until the

distributors sell the product to their customers.
 
The sales cycle for our products is long and we may incur substantial non-recoverable expenses or devote significant resources to sales that do not occur
when anticipated.
 

The timing of our revenue is difficult to predict because of our reliance on indirect sales channels and the length and variability of our sales cycle. Our
products have a relatively high per unit sales price, and the purchase of our products often constitutes a significant strategic decision by a customer regarding its
communications infrastructure. The decision by customers to purchase our products is often based on the results of a variety of internal procedures associated
with the evaluation, testing, implementation and acceptance of new technologies. Accordingly, the product evaluation process frequently results in a lengthy sales
cycle, typically ranging from three months to longer than a year, and as a result, our ability to sell products is subject to a number of significant risks, including:
 
 • the risk that budgetary constraints and internal acceptance reviews by customers will result in the loss of potential sales;
 

 
• the risk of substantial variation in the length of the sales cycle from customer to customer, making decisions on the expenditure of resources difficult to

assess;
 

 
• the risk that we may incur substantial sales, marketing and services expenses and expend significant management time in an attempt to initiate or increase

the sale of products to customers, but not succeed; and
 

 
• the risk that, if a sales forecast from a specific customer for a particular quarter is not achieved in that quarter, we may be unable to compensate for the

shortfall, which could harm our operating results.
 
We purchase several key components for products from single or limited sources and could lose sales if these suppliers fail to meet our needs.
 

We currently purchase several key components used in the manufacture of our products from single or limited sources and are dependent upon supply from
these sources to meet our needs. Certain components such as tantalum capacitors, static random access memory, or SRAM, and printed circuit boards have been,
and may be in the future, in short supply. While we have been able to meet our needs to date, we have in the past, and are likely in the future, to encounter
shortages and delays in obtaining these or other components and this could have a material adverse effect on our ability to meet customer orders. Our principal
sole-source components include:
 
 • ASICs;
 
 • microprocessors;
 
 • programmable integrated circuits;
 
 • selected other integrated circuits;
 
 • cables;
 
 • custom power supplies; and
 
 • custom-tooled sheet metal.
 

Our principal limited-source components include:
 
 • flash memories;
 
 • dynamic and static random access memories, or DRAMs and SRAMs, respectively; and
 
 • printed circuit boards.
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We use our forecast of expected demand to determine our material requirements. Lead times for materials and components we order vary significantly, and

depend on factors such as the specific supplier, contract terms and demand for a component at a given time. If forecasts exceed orders, we may have excess and/or
obsolete inventory on hand or under non-cancelable purchase commitments which could have a material adverse effect on our operating results and financial
condition. If orders exceed forecasts, we may have inadequate inventory of certain materials and components, which could have a material adverse effect on our
operating results and financial condition. We do not have agreements fixing long-term prices or minimum volume requirements from these suppliers. From time
to time we have experienced shortages and allocations of certain components, resulting in delays in filling orders. In addition, during the development of our
products, we have experienced delays in the prototyping of our ASICs, which in turn has led to delays in product introductions. We cannot assure you that similar
delays will not occur in the future. Furthermore, we cannot assure you that the performance of the components as incorporated in our products will meet the
quality requirements of our customers.
 
Our dependence on contract manufacturers for substantially all of our manufacturing requirements could harm our operating results.
 

If the demand for our products grows, we will need to increase our material purchases, contract manufacturing capacity, and internal test and quality
functions. Any disruptions in product flow could limit our revenue, adversely affect our competitive position and reputation, and result in additional costs or
cancellation of orders under agreements with our customers.
 

We rely on independent contractors to manufacture our products. We do not have long-term contracts with any of these manufacturers. We currently utilize
three companies—Flextronics International, Ltd., located in San Jose, California, Solectron Corporation, located in Milpitas, California, and Plexus Corporation,
located in Neenah, Wisconsin. We have experienced delays in product shipments from contract manufacturers in the past, which in turn delayed product
shipments to our customers. Similar or other problems may arise in the future, such as inferior quality, insufficient quantity of products, or the interruption or
discontinuance of operations of a manufacturer, any of which could have a material adverse effect on our business and operating results.
 

On September 18, 2001, MCMS, a contract manufacturer we previously used to manufacture some of our products, announced that it, and its two United
States subsidiaries, voluntarily filed for protection under Chapter 11 of the U.S. Bankruptcy Code in the United States Bankruptcy Court for the District of
Delaware in Wilmington to implement the sale. In response to this situation, we perfected security interests in our personal property located on the premises of
MCMS, obtained a written acknowledgement from MCMS in regard to manufacturing equipment, products and materials owned and/or leased by us that are
located on the premises of MCMS, and managed the orderly transition of production processes to other manufacturers. On January 8, 2002, MCMS completed an
agreement to sell a majority of its assets to Plexus Corporation for $45 million. As a result of this sale, our ability to obtain possession or properly dispose of any
remaining equipment, products or materials may be impaired, which may have a material adverse effect on our business, operating results and financial condition.
 

We do not know whether we will effectively manage our contract manufacturers or that these manufacturers will meet our future requirements for timely
delivery of products of sufficient quality and quantity. We intend to regularly introduce new products and product enhancements, which will require that we
rapidly achieve volume production by coordinating our efforts with those of our suppliers and contract manufacturers. The inability of our contract manufacturers
to provide us with adequate supplies of high-quality products or the loss of any of our contract manufacturers may cause a delay in our ability to fulfill orders and
may have a material adverse effect on our business, operating results and financial condition.
 

As part of our cost-reduction efforts, we will need to realize lower per unit product costs from our contract manufacturers by means of volume efficiencies.
However, we cannot be certain when or if such price reductions will occur. The failure to obtain such price reductions would adversely affect our gross margins
and operating results.
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Our limited ability to protect our intellectual property and defend against claims may adversely affect our ability to compete.
 

We rely on a combination of patent, copyright, trademark and trade secret laws and restrictions on disclosure to protect our intellectual property rights.
However, we cannot assure you that the actions we have taken will adequately protect our intellectual property rights or that other parties will not independently
develop similar or competing products that do not infringe on our patents. We enter into confidentiality or license agreements with our employees, consultants and
corporate partners, and control access to and distribution of our software, documentation and other proprietary information. Despite our efforts to protect our
proprietary rights, unauthorized parties may attempt to copy or otherwise misappropriate or use our products or technology.
 

Our industry is characterized by the existence of a large number of patents and frequent claims and related litigation regarding patent and other intellectual
property rights. We are actively involved in disputes and licensing discussions with others regarding their claimed proprietary rights and cannot assure you that
we will always successfully defend ourselves against such claims. If we are found to infringe the proprietary rights of others, or if we otherwise settle such
claims, we could be compelled to pay damages and either to obtain a license to those intellectual property rights or alter our products so that they no longer
infringe upon such proprietary rights. Any license could be very expensive to obtain or may not be available at all. Similarly, changing our products or processes
to avoid infringing the rights of others may be costly or impractical. Litigation resulting from claims that we are infringing the propriety rights of others could
result in substantial costs and a diversion of resources, and could have a material adverse effect on our business, financial condition and results of operations.
 
We are engaged in litigation regarding intellectual property rights, and an adverse outcome could harm our business and require us to incur significant
costs.
 

We have received notice from three major companies alleging that we are infringing their patents. One of these companies, Nortel Networks, filed a claim
against us alleging patent infringement and we are in litigation as of the date of this registration statement, as further explained in Part II, Item 1, Legal
Proceedings below. Following examination of this claim, we have denied Nortel’s allegations and intend to defend the action vigorously. Without regard to the
merits of this or any other claim, if judgments by a court of law on this or any other claim received in the future were to be upheld, or if we otherwise agree to the
settlement of such claims, the consequences to us may be severe and could require us to, among other actions:
 
 • stop selling our products that incorporate the challenged intellectual property;
 
 • obtain a license to sell or use the relevant technology, which license may not be available on reasonable terms or available at all;
 
 • pay damages; or
 
 • redesign those products that use the disputed technology.
 

If we are compelled to take any of the foregoing actions, our business could be severely harmed.
 
We have been named as a defendant in shareholder class action lawsuits that are now pending and which continue to be threatened to be filed which
arise out of our public offering of securities in 1999. If we do not prevail in such lawsuits, our business may suffer.
 

Beginning on July 6, 2001, purported securities fraud class action complaints were filed in the United States District Court for the Southern District of New
York. We are aware of at least three such complaints, Capuano v. Morgan Stanley & Co., Inc., et al., No. 01 CV 6148 (S.D.N.Y. July 6, 2001), Hui v. Extreme
Networks, Inc., et al., No. 01 CV 6700 (S.D.N.Y. July 23, 2001) and Pond Equities, et al. v. Morgan Stanley & Co., et al. (December 5, 2001). The Hui and
Capuano complaints are brought purportedly on behalf of all persons
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who purchased our common stock from April 8, 1999 through December 6, 2000. The Hui complaint names as defendants Extreme Networks, two of our present
and former officers, and several investment banking firms that served as underwriters of our initial public offering. The Pond Equities amended complaint names
Extreme Networks, eight present and former officers, four directors and several underwriters who acted as our investment bankers in our initial and secondary
offerings. The Hui complaint was consolidated into the Pond Equities case. The Capuano complaint asserts claims against the underwriters only. The complaints
allege liability under Sections 11 and 15 of the Securities Act and Sections 10(b) and 20(a) of the Exchange Act, on the grounds that the registration statement for
the offering did not disclose that the underwriters had: (1) agreed to allow certain customers to purchase shares in the offering in exchange for excess
commissions paid to the underwriters; and (2) arranged for certain customers to purchase additional shares in the aftermarket at pre-determined prices. In addition
to the above claims asserted in connection with the initial public offering, the Pond Equities lawsuit also alleges the same claims in connection with our secondary
offering. We are aware that similar allegations have been made in other lawsuits filed in the Southern District of New York challenging over 300 other initial
public offerings and secondary offerings conducted in 1999 and 2000. No specific damages are claimed. We believe that the allegations against us and the officers
and directors are without merit, and intend to contest them vigorously. We cannot assure you, however, that we will prevail in these lawsuits. Failure to prevail
could have a material adverse effect on our consolidated financial position, results of operations and cash flows in the future.
 

In addition, we may become subject to other types of litigation in the future. Litigation is often expensive and diverts management’s attention and resources,
which could materially and adversely affect our business.
 
We and manufacturers of our products rely on a continuous power supply to conduct operations, and an energy crisis could disrupt our business and
increase our expenses.
 

California experienced an energy crisis in 2001. The recurrence of an energy crisis could disrupt our operations and increase our expenses. In the event of an
acute power shortage, that is, when power reserves for California fall below 1.5%, electricity providers have on some occasions implemented, and may in the
future continue to implement, rolling blackouts. Two of these manufacturers of our products, Flextronics and Solectron, are located in California. In the event of
an energy crisis, these contractors may be unable to manufacture sufficient quantities of our products to meet our needs, or they may increase the fees charged for
their services. We do not have long-term contracts with either Flextronics or Solectron. The inability of our contract manufacturers to provide us with adequate
supplies of products would cause a delay in our ability to fulfill our orders, which could harm our business, and any increase in their fees could adversely affect
our financial condition.
 

In addition, the majority of our operations are located in California. We currently do not have backup generators or alternate sources of power in the event of
a blackout. If blackouts interrupt our power supply, we would temporarily be unable to continue operations at our facilities. Any such interruption in our ability to
continue operations at these facilities could damage our reputation, harm our ability to retain existing customers and to obtain new customers, and could result in
lost revenue, any of which could substantially harm our business and results of operation.
 
Our headquarters are located in Northern California where disasters may occur that could disrupt our operations and harm our business.
 

Our corporate headquarters are located in Silicon Valley in Northern California. Historically, this region has been vulnerable to natural disasters and other
risks, such as earthquakes, fires and floods, which at times have disrupted the local economy and posed physical risks to our and our manufacturers’ property.
 

In addition, terrorist acts or acts of war targeted at the United States, and specifically Silicon Valley, could cause damage or disruption to us, our employees,
facilities, partners, suppliers, distributors and resellers, and customers which could have a material adverse effect on our operations and financial results.
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We currently do not have redundant, multiple site capacity in the event of a natural disaster or catastrophic event. In the event of such an occurrence, our

business would suffer.
 
If we lose key personnel or are unable to hire additional qualified personnel as necessary, we may not be able to successfully manage our business or
achieve our objectives.
 

Our success depends to a significant degree upon the continued contributions of our key management, engineering, sales, marketing and service and
operations personnel, many of whom would be difficult to replace. In particular, we believe that our future success is highly dependent on Gordon Stitt, chairman,
president and chief executive officer; Stephen Haddock, vice president and chief technical officer; and Herb Schneider, vice president of engineering. We do not
have employment contracts with these individuals nor do we carry life insurance on any of our key personnel.
 

We believe our future success will also depend in large part upon our ability to attract and retain highly skilled managerial, engineering, sales, marketing and
service, finance and operations personnel. The market for these personnel is competitive, especially in the San Francisco Bay Area, and we have had difficulty-
hiring employees, particularly software engineers, in the timeframe we desire. In addition, retention has become more difficult for us and other public technology
companies as a result of the recent stock market decline, which has caused many of our employees’ options to be “under-water” and caused us to implement an
option exchange program. There can be no assurance that we will be successful in attracting and retaining such personnel. The loss of the services of any of our
key personnel, the inability to attract or retain qualified personnel in the future or delays in hiring desired personnel, particularly engineers and sales personnel,
could make it difficult for us to manage our business and meet key objectives, such as new product introductions. In addition, companies in the networking
industry whose employees accept positions with competitors frequently claim that competitors have engaged in unfair hiring practices. We have from time to time
received claims like this from other companies and, although to date they have not resulted in material litigation, we do not know whether we will receive
additional claims in the future as we seek to hire qualified personnel or that such claims will not result in material litigation. We could incur substantial costs in
defending against any such claims, regardless of the merits of such claims.
 
Our products must comply with evolving industry standards and complex government regulations or else our products may not be widely accepted,
which may prevent us from growing our net revenue or achieving profitability.
 

The market for network equipment products is characterized by the need to support industry standards as different standards emerge, evolve and achieve
acceptance. We will not be competitive unless we continually introduce new products and product enhancements that meet these emerging standards. In the past,
we have introduced new products that were not compatible with certain technological changes, and in the future we may not be able to effectively address the
compatibility and interoperability issues that arise as a result of technological changes and evolving industry standards. Our products must comply with various
United States federal government regulations and standards defined by agencies such as the Federal Communications Commission, in addition to standards
established by governmental authorities in various foreign countries and recommendations of the International Telecommunication Union. If we do not comply
with existing or evolving industry standards or if we fail to obtain timely domestic or foreign regulatory approvals or certificates we will not be able to sell our
products where these standards or regulations apply, which may prevent us from sustaining our net revenue or achieving profitability.
 
Failure to successfully expand our sales and support organizations or educate them about our product families may harm our operating results.
 

The sale of our products and services requires a concerted effort that is frequently targeted at several levels within a prospective customer’s organization. We
may not be able to increase net revenue unless we expand our sales and support teams in order to address all of the customer requirements necessary to sell our
products.
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We cannot assure you that we will be able to successfully integrate employees into our company or to educate current and future employees in regard to

rapidly evolving technologies and our product families. A failure to do so may hurt our revenue growth and operating results.
 
We depend upon international sales for a significant portion of our revenue and our ability to grow our international sales depends on successfully
expanding our international operations.
 

International sales constitute a significant portion of our sales. Our ability to grow will depend in part on the continued expansion of international sales.
Sales to customers outside of North America accounted for approximately 66% and 70% of our net revenue for the quarters ended December 31, 2001 and
September 30, 2001, respectively. Our international sales primarily depend on the success of our resellers and distributors. The failure of our resellers and
distributors to sell our products internationally would limit our ability to sustain and grow our revenue. In addition, there are a number of risks arising from our
international business, including:
 
 • longer accounts receivable collection cycles;
 
 • difficulties in managing operations across disparate geographic areas;
 
 • difficulties associated with enforcing agreements through foreign legal systems;
 
 • the payment of operating expenses in local currencies, which exposes us to risks of currency fluctuations;
 
 • import or export licensing requirements;
 
 • difficulty in safeguarding intellectual property;
 
 • political and economic turbulence;
 
 • potential adverse tax consequences; and
 
 • unexpected changes in regulatory requirements, including export restrictions.
 

Our international sales currently are U.S. dollar-denominated. As a result, an increase in the value of the U.S. dollar relative to foreign currencies could
make our products less competitive in international markets. In the future, we may elect to invoice some of our international customers in local currency which
will expose us to fluctuations in exchange rates between the U.S. dollar and the particular local currency.
 

If we do so, we may decide to engage in hedging transactions to minimize the risk of such fluctuations. We have entered into foreign exchange forward
contracts to offset the impact of payment of operating expenses in local currencies to some of our operating foreign subsidiaries. However, if we are not
successful in managing these hedging transactions, we could incur losses from hedging activities.
 
We may engage in future acquisitions that dilute the ownership interests of our stockholders, cause us to incur debt and assume contingent liabilities.
 

As part of our business strategy, we review acquisition and strategic investment prospects that would complement our current product offerings, augment our
market coverage or enhance our technical capabilities, or that may otherwise offer growth opportunities. From time to time we review investments in new
businesses and we expect to make investments in, and to acquire, businesses, products, or technologies in the future. In the event of any future acquisitions, we
could:
 
 • issue equity securities which would dilute current stockholders’ percentage ownership;
 
 • incur substantial debt;
 
 • assume contingent liabilities; or
 
 • expend significant cash.
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These actions by us could have a material adverse effect on our operating results or the price of our common stock. Moreover, even if we do obtain benefits

in the form of increased sales and earnings, there may be a lag between the time when the expenses associated with an acquisition are incurred and the time when
we recognize such benefits. This is particularly relevant in cases where it is necessary to integrate new types of technology into our existing portfolio and new
types of products may be targeted for potential customers with which we do not have pre-existing relationships.
 

Acquisitions and investment activities also entail numerous risks, including:
 
 • difficulties in the assimilation of acquired operations, technologies or products;
 
 • unanticipated costs associated with the acquisition or investment transaction;
 
 • the diversion of management’s attention from other business concerns;
 
 • adverse effects on existing business relationships with suppliers and customers;
 
 • risks associated with entering markets in which we have no or limited prior experience;
 
 • the potential loss of key employees of acquired organizations;
 
 • substantial charges for the amortization of certain purchased intangible assets, deferred stock compensation or similar items; and
 
 • impairment charges taken in the future for goodwill amounts that cannot be supported in future periods.
 

We cannot assure you that we will be able to successfully integrate any businesses, products, technologies, or personnel that we might acquire in the future,
and our failure to do so could have a material adverse effect on our business, operating results and financial condition.
 
We may need additional capital to fund our future operations and, if it is not available when needed, we may need to reduce our planned development
and marketing efforts, which may reduce our net revenue and prevent us from achieving profitability.
 

We believe that our existing working capital, consisting of proceeds from the initial public offering in April 1999, proceeds from the secondary offering in
October 1999, proceeds from the convertible subordinated debt offering in December 2001 and cash available from credit facilities and future operations, will
enable us to meet our working capital requirements for at least the next 12 months. However, if cash from future operations is insufficient, or if cash is used for
acquisitions or other currently unanticipated uses, we may need additional capital. The development and marketing of new products and the expansion of reseller
and distribution channels and associated support personnel requires a significant commitment of resources. In addition, if the markets for our products develop
more slowly than anticipated, or if we fail to establish significant market share and achieve sufficient net revenue, we may continue to consume significant
amounts of capital. As a result, we could be required to raise additional capital. To the extent that we raise additional capital through the sale of equity or
convertible debt securities, the issuance of such securities could result in dilution of the shares held by existing stockholders. If additional funds are raised through
the issuance of debt securities, such securities may provide the holders certain rights, preferences, and privileges senior to those of common stockholders, and the
terms of such debt could impose restrictions on our operations. We cannot assure you that additional capital, if required, will be available on acceptable terms, or
at all. If we are unable to obtain sufficient amounts of additional capital, we may be required to reduce the scope of our planned product development and
marketing efforts, which could harm our business, financial condition and operating results.
 
If our products contain undetected software or hardware errors, we could incur significant unexpected expenses and lose sales.
 

Network products frequently contain undetected software or hardware errors when new versions are first released to the marketplace. In the past, we have
experienced such errors in connection with new products and
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product upgrades. We expect that such errors will be found from time to time in new or enhanced products including the components incorporated therein after
the commencement of commercial shipments. These problems may have a material adverse effect on our business by causing us to incur significant warranty and
repair costs, diverting the attention of our engineering personnel from new product development efforts, and causing significant customer relations problems.
 

Our products must successfully interoperate with products from other vendors. As a result, when problems occur in a network, it may be difficult to identify
the sources of these problems. The occurrence of hardware and software errors, whether caused by our products or another vendor’s products, could result in the
delay or loss of market acceptance of our products and any necessary revisions may cause us to incur significant expenses. The occurrence of any such problems
would likely have a material adverse effect on our business, operating results and financial condition.
 
We significantly increased our leverage as a result of the sale of the notes.
 

In connection with the sale of the notes in December 2001, we incurred $200 million of indebtedness. We will require substantial amounts of cash to fund
scheduled payments of interest on the notes, future capital expenditures, payments on our lease and any increased working capital requirements. If we are unable
to meet our cash flow from operations, there can be no assurance that we will be able to obtain alternative financing. The degree to which we are financially
leveraged could materially and adversely affect our ability to obtain financing for working capital, acquisitions or other purposes and could make us more
vulnerable to industry downturns and competitive pressures. In the absence of such financing, our ability to respond to changing business and economic
conditions, to make future acquisitions, to absorb adverse operating results or to fund capital expenditures or increased working capital requirements would be
significantly reduced. Our ability to meet our debt service obligations will be dependent upon our future performance, which will be subject to financial, business
and other factors affecting our operations, some of which are beyond our control.
 
The notes rank below our senior debt and liabilities of our subsidiaries, and we may be unable to repay our obligations under the notes.
 

The notes are unsecured and subordinated in right of payment to all of our senior debt, as defined in this registration statement, including senior debt we may
incur in the future. Because the notes are subordinate to senior debt, in the event of (1) our bankruptcy, liquidation or reorganization, (2) acceleration of the notes
due to an event of default under the indenture or (3) certain other events, we will make payments on the notes only after we have satisfied all of our senior debt
obligations. We may not have sufficient assets remaining to pay amounts on any or all of the notes.
 

In addition, our right to receive assets of any subsidiaries upon their liquidation or reorganization, and the rights of the holders of the notes to share in those
assets, is subject to the satisfaction of claims of the subsidiaries’ creditors. Consequently, the notes are subordinate to all liabilities, including trade payables, of
any of our subsidiaries and any subsidiaries that we may in the future acquire or establish. A significant portion of our business is currently conducted through our
subsidiaries, and we expect the amount of business that we conduct through our subsidiaries to grow.
 

The notes are our obligations exclusively. The indenture for the notes does not limit our ability to incur senior debt, or our ability or that of any of our
presently existing or future subsidiaries, to incur other indebtedness and other liabilities. We may have difficulty paying our obligations under the notes if we, or
any of our subsidiaries, incur additional indebtedness or liabilities. As of December 31, 2001, we had approximately $91.0 million of senior debt outstanding and
the aggregate amount of indebtedness and other liabilities of our subsidiaries was approximately $14.7 million (excluding intercompany liabilities and deferred
revenue). We and our subsidiaries may incur additional indebtedness, including senior debt, which could adversely affect our ability to pay our obligations under
the notes. We expect that a majority of our future liabilities will be either secured debt or debt of our subsidiaries.
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We may be unable to repay, repurchase or redeem the notes.
 

At maturity, the entire outstanding principal amount of the notes will become due and payable by us. In addition, if a “change in control,” as defined in the
indenture, occurs, each holder of the notes may require that we repurchase all or a portion of the holder’s notes. We cannot assure you that we will have sufficient
funds or will be able to arrange for additional financing to pay the principal amount or repurchase price due. Under the terms of the indenture for the notes, we
may elect, if we meet certain conditions, to pay the repurchase price with shares of common stock. The terms of our existing senior indebtedness prohibit the
payment of the redemption price of the notes while this senior debt is outstanding. Any future credit agreements or other agreements relating to other debt,
including other senior debt to which we become a party, may contain similar restrictions. Any future borrowing arrangements or agreements relating to senior
debt to which we become a party may contain restrictions on, or prohibitions against, our repayment or repurchase of the notes. In the event that the maturity date
or “change in control” occurs at a time when we are prohibited from repaying or repurchasing the notes, we could attempt to obtain the consent of the lenders
under those arrangements to purchase the notes or we could attempt to refinance the borrowings that contain the restrictions. If we do not obtain the necessary
consents or refinance these borrowings, we will be unable to repay or repurchase the notes. In that case, our failure to repay the notes at maturity or repurchase
any tendered notes would constitute an event of default under the indenture. Any such default, in turn, may cause a default under the terms of our secured debt,
which is effectively senior to the notes.
 
Our stock price has been volatile and our stock price and the price of the notes may fluctuate in the future.
 

In the past, our common stock price has fluctuated significantly. This could continue as we or our competitors announce new products, our customers’
results fluctuate, conditions in the networking or semiconductor industry change, or when investors change their sentiment toward stocks in the networking
technology sector.
 

In addition, fluctuations in our stock price and our price-to-earnings multiple may make our stock attractive to momentum, hedge or day-trading investors
who often shift funds into and out of stock rapidly, exacerbating price fluctuations in either direction particularly when viewed on a quarterly basis.
 
There may be no public market for the notes.
 

There is no public trading market for the notes. At the time of the original issuance of the notes, the initial purchasers of the notes advised us that they
intended to make a market in the notes. However, they are not obligated to do so and may discontinue their market-making activities at any time without notice.
Consequently, we cannot assure you that any market for the notes will develop, or if one does develop, that it will be maintained. If an active market for the notes
fails to develop or be sustained, the trading price of the notes could be materially and adversely affected. We do not intend to apply for listing of the notes on any
securities exchange or any automated quotation system.
 
Securities we issue to fund our operations could dilute your ownership.
 

We may decide to raise additional funds through public or private debt or equity financing to fund our operations. If we raise funds by issuing equity
securities, the percentage ownership of current stockholders will be reduced and the new equity securities may have rights prior to those of our common stock,
including the common stock issuable upon conversion of the notes. We may not obtain sufficient financing on terms that are favorable to you or us. We may
delay, limit or eliminate some or all of our proposed operations if adequate funds are not available.
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Provisions in our charter documents and Delaware law and our adoption of a stockholder rights plan may delay or prevent acquisition of us, which
could decrease the value of our common stock and, therefore, the notes.
 

Our certificate of incorporation and bylaws and Delaware law contain provisions that could make it more difficult for a third party to acquire us without the
consent of our board of directors. Delaware law also imposes some restrictions on mergers and other business combinations between us and any holder of 15% or
more of our outstanding common stock. In addition, our board of directors has the right to issue preferred stock without stockholder approval, which could be
used to dilute the stock ownership of a potential hostile acquirer. Although we believe these provisions of our certificate of incorporation and bylaws and
Delaware law and our stockholder rights plan will provide for an opportunity to receive a higher bid by requiring potential acquirers to negotiate with our board
of directors, these provisions apply even if the offer may be considered beneficial by some stockholders.
 

Our board of directors adopted a stockholder rights plan, pursuant to which we declared and paid a dividend of one right for each share of common stock
held by stockholders of record as of May 14, 2001. Under the plan, each right will entitle stockholders to purchase a fractional share of our preferred stock for
$150.00. Each such fractional share of the new preferred stock has terms designed to make it substantially the economic equivalent of one share of common
stock. Initially the rights will not be exercisable and will trade with our common stock. Generally, the rights may become exercisable if a person or group acquires
beneficial ownership of 15% or more of our common stock or commences a tender or exchange offer upon consummation of which such person or group would
beneficially own 15% or more of our common stock. When the rights become exercisable, our board of directors has the right to authorize the issuance of one
share of our common stock in exchange for each right that is then exercisable.
 

USE OF PROCEEDS
 

We will not receive any proceeds from the sale by any selling securityholders of the notes or the underlying common stock.
 

RATIO OF EARNINGS TO FIXED CHARGES
 

The ratio of our earnings to our fixed charges for each of the periods indicated is as follows:
 

 
  

Year Ended June 30,

  

Six Months Ended
December 31,

 
  

2001

  

2000

  

1999

  

2001

  

2000

Ratio of earnings to fixed charges (1)   —    10.6X  1.05X  —    13.1X

(1) For purposes of computing the ratio of earnings to fixed charges, earnings consist of income before provision for income taxes plus fixed charges. Fixed
charges consist of interest charges and that portion of rental expense that we believe to be representative of interest. Earnings were inadequate to cover fixed
charges in fiscal 2001 and for the six months ended December 31, 2001.
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DESCRIPTION OF NOTES
 

The notes are issued under an indenture between us and State Street Bank and Trust Company of California, N.A. as trustee. Because this section is a
summary, it does not describe every aspect of the notes and the indenture. The following summaries of certain provisions of the indenture do not purport to be
complete and are subject to, and are qualified in their entirety by reference to, the detailed provision of the notes and the indenture, including the definitions
therein of certain terms.
 
General
 

The notes are general, unsecured obligations of Extreme Networks. The notes are subordinated, which means that they rank behind certain indebtedness as
described below. The notes will be limited to $200.0 million aggregate principal amount. We are required to repay the principal amount of the notes in full on
December 1, 2006.
 

The notes bear interest at the rate of 3.5% per annum from December 5, 2001, the date of original issuance. We will pay interest on the notes on June 1 and
December 1 of each year, commencing on June 1, 2002. Interest payable per $1,000 principal amount of notes for the period from December 5, 2001 to June 1,
2002 will be $17.11.
 

You may convert the notes into shares of our common stock initially at the conversion rate stated in this registration statement at any time before the close of
business on the maturity date, unless the notes have been previously redeemed or repurchased. Holders of notes called for redemption or submitted for repurchase
will be entitled to convert the notes up to and including the business day immediately preceding the date fixed for redemption or repurchase, as the case may be.
The conversion rate may be adjusted as described below.
 

We may redeem the notes at our option at any time on or after December 5, 2004, in whole or in part, at the redemption prices set forth below under “—
Optional Redemption by Extreme Networks,” plus accrued and unpaid interest to, but excluding, the redemption date. If a change in control occurs, you will have
the right to require us to repurchase your notes as described below under “—Repurchase at Option of Holders Upon a Change in Control.” We may not redeem
the notes prior to December 5, 2004.
 

Neither we nor any of our subsidiaries are subject to any financial covenants under the indenture. In addition, neither we nor any of our subsidiaries will be
restricted under the indenture from paying dividends, incurring debt, or issuing or repurchasing our securities.
 
Form, Denomination, Transfer, Exchange and Book-Entry Procedures
 

The notes are issued:
 
 • only in fully registered form;
 
 • without interest coupons; and
 
 • in denominations of $1,000 and greater multiples thereof.
 

The notes are currently evidenced by one global note, which is deposited with the trustee as custodian for DTC and registered in the name of Cede & Co., as
nominee of DTC. The global note and any notes issued in exchange for the global note are subject to restrictions on transfer and bear the legend regarding those
restrictions set forth under “Notice to Investors.” Except as set forth below, record ownership of the global note may be transferred, in whole or in part, only to
another nominee of DTC or to a successor of DTC or its nominee.
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The global note will not be registered in the name of any person, or exchanged for notes that are registered in the name of any person, other than DTC or its

nominee unless either of the following occurs:
 
 • DTC notifies us that it is unwilling, unable or no longer qualified to continue acting as the depositary for the global note; or
 
 • an event of default with respect to the notes represented by the global note has occurred and is continuing.
 

In those circumstances, DTC will determine in whose names any securities issued in exchange for the global note will be registered.
 

DTC or its nominee will be considered the sole owner and holder of the global note for all purposes, and as a result:
 
 • you cannot get notes registered in your name if they are represented by the global note;
 
 • you cannot receive physical certificated notes in exchange for your beneficial interest in the global notes;
 
 • you will not be considered to be the owner or holder of the global note or any note it represents for any purpose; and
 
 • all payments on the global note will be made to DTC or its nominee.
 

The laws of some jurisdictions require that certain kinds of purchasers, such as insurance companies, can only own securities in definitive certificated form.
These laws may limit your ability to transfer your beneficial interests in the global note to these types of purchasers.
 

Only institutions, such as a securities broker or dealer, that have accounts with DTC or its nominee, called participants, and persons that may hold beneficial
interests through participants can own a beneficial interest in the global note. The only place where the ownership of beneficial interests in the global note will
appear and the only way the transfer of those interests can be made will be on the records kept by DTC, for their participants’ interests, and the records kept by
those participants, for interests of persons held by participants on their behalf.
 

Secondary trading in bonds and notes of corporate issuers is generally settled in clearinghouse, that is, next-day, funds. In contrast, beneficial interests in a
global note usually trade in DTC’s same-day funds settlement system, and settle in immediately available funds. We make no representations as to the effect that
settlements in immediately available funds will have on trading activity in those beneficial interests.
 

We will make cash payments of interest on and principal of and the redemption or repurchase price of the global note, as well as any payment of liquidated
damages, to Cede, the nominee for DTC, as the registered owner of the global note. We will make these payments by wire transfer of immediately available funds
on each payment date.
 

We have been informed that DTC’s practice is to credit participants’ accounts on the payment date with payments in amounts proportionate to their
respective beneficial interests in the notes represented by the global note as shown on DTC’s records, unless DTC has reason to believe that it will not receive
payment on that payment date. Payments by participants to owners of beneficial interests in notes represented by the global note held through participants will be
the responsibility of those participants, as is now the case with securities held for the accounts of customers registered in street name.
 

We will send any redemption notices to Cede. We understand that if less than all the notes are being redeemed, DTC’s practice is to determine by lot the
amount of the holdings of each participant to be redeemed.
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We also understand that neither DTC nor Cede will consent or vote with respect to the notes. We have been advised that under its usual procedures, DTC
will mail an omnibus proxy to us as soon as possible after the record date. The omnibus proxy assigns Cede’s consenting or voting rights to those participants to
whose accounts the notes are credited on the record date identified in a listing attached to the omnibus proxy.
 

Because DTC can only act on behalf of participants, who in turn act on behalf of indirect participants, the ability of a person having a beneficial interest in
the principal amount represented by the global note to pledge the interest to persons or entities that do not participate in the DTC book-entry system, or otherwise
take actions in respect of that interest, may be affected by the lack of a physical certificate evidencing its interest.
 

DTC has advised us that it will take any action permitted to be taken by a holder of notes, including the presentation of notes for exchange, only at the
direction of one or more participants to whose account with DTC interests in the global note are credited and only in respect of such portion of the principal
amount of the notes represented by the global note as to which such participant or participants has or have given such direction.
 

DTC has also advised us as follows:
 

 
• DTC is a limited purpose trust company organized under the laws of the State of New York, a member of the Federal Reserve System, a clearing

corporation within the meaning of the Uniform Commercial Code, as amended, and a clearing agency registered pursuant to the provisions of Section 17A
of the Exchange Act;

 

 
• DTC was created to hold securities for its participants and facilitate the clearance and settlement of securities transactions between participants through

electronic book-entry changes in accounts of its participants;
 
 • Participants include securities brokers and dealers, banks, trust companies and clearing corporations and may include certain other organizations;
 
 • Certain participants, or their representatives, together with other entities, own DTC; and
 

 
• Indirect access to the DTC System is available to other entities such as banks, brokers, dealers and trust companies that clear through or maintain a

custodial relationship with a participant, either directly or indirectly.
 

The policies and procedures of DTC, which may change periodically, will apply to payments, transfers, exchanges and other matters relating to beneficial
interests in the global note. We and the trustee have no responsibility or liability for any aspect of DTC’s or any participants’ records relating to beneficial
interests in the global note, including for payments made on the global note. Further, we and the trustee are not responsible for maintaining, supervising or
reviewing any of those records.
 
Conversion Rights
 

You have the option to convert any portion of the principal amount of any note that is an integral multiple of $1,000 into shares of our common stock at any
time on or prior to the close of business on the maturity date, unless the notes have been previously redeemed or repurchased. The initial conversion rate is equal
to 47.7213 shares per $1,000 principal amount of notes. The conversion rate is equivalent to a conversion price of approximately $20.96 per share. Your right to
convert a note called for redemption or delivered for repurchase will terminate at the close of business on the business day immediately preceding the redemption
date or repurchase date for that note, unless we default in making the payment due upon redemption or repurchase.
 

You may convert all or part of any note by delivering the note at the Corporate Trust Office of the trustee in the Borough of Manhattan, The City of New
York, accompanied by a duly signed and completed conversion notice, a copy of which may be obtained by the trustee. The conversion date will be the date on
which the note and the duly signed and completed conversion notice are so delivered.
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As promptly as practicable on or after the conversion date, we will issue and deliver to the trustee a certificate or certificates for the number of full shares of

our common stock issuable upon conversion, together with payment in lieu of any fraction of a share. The certificate will then be sent by the trustee to the
conversion agent for delivery to the holder. The shares of our common stock issuable upon conversion of the notes will be fully paid and nonassessable and will
rank equally with the other shares of our common stock.
 

If you surrender a note for conversion on a date that is not an interest payment date, you will not be entitled to receive any interest for the period from the
next preceding interest payment date to the conversion date, except as described below in this paragraph. Any note surrendered for conversion during the period
from the close of business on any regular record date to the opening of business on the next succeeding interest payment date, except notes, or portions thereof,
called for redemption or to be repurchased, must be accompanied by payment of an amount equal to the interest payable on such interest payment date on the
principal amount of notes being surrendered for conversion. In the case of any note that has been converted after any regular record date but before the next
succeeding interest payment date, interest payable on such interest payment date shall be payable on such interest payment date notwithstanding such conversion,
and such interest shall be paid to the holder of such note on such regular record date.
 

No other payment or adjustment for interest, or for any dividends in respect of our common stock, will be made upon conversion. Holders of our common
stock issued upon conversion will not be entitled to receive any dividends payable to holders of our common stock as of any record time or date before the close
of business on the conversion date. We will not issue fractional shares upon conversion. Instead, we will pay cash based on the market price of our common stock
at the close of business on the conversion date.
 

You will not be required to pay any taxes or duties relating to the issue or delivery of our common stock on conversion but you will be required to pay any
tax or duty relating to any transfer involved in the issue or delivery of our common stock in a name other than yours. Certificates representing shares of our
common stock will not be issued or delivered unless all taxes and duties, if any, payable by you have been paid.
 

The conversion rate is subject to adjustment for, among other things:
 
 • dividends and other distributions payable in our common stock on shares of our capital stock;
 

 
• the issuance to all holders of our common stock of rights, options or warrants entitling them to subscribe for or purchase our common stock at less than the

then current market price of such common stock as of the record date for stockholders entitled to receive such rights, options or warrants, provided that the
conversion price will be readjusted to the extent that such rights, options or warrants are not exercised prior to their expiration;

 
 • subdivisions, combinations and reclassifications of our common stock;
 

 
• distributions to all holders of our common stock of evidences of our indebtedness, shares of capital stock, cash or assets, including securities, but

excluding:
 
 • those dividends, rights, options, warrants and distributions referred to above;
 
 • dividends and distributions paid exclusively in cash; and
 
 • distributions upon mergers or consolidations discussed below;
 

 
• distributions consisting exclusively of cash, excluding any cash portion of distributions referred to immediately above, or cash distributed upon a merger

or consolidation to which the next succeeding bullet point applies, to all holders of our common stock in an aggregate amount that, combined together
with:

 
 • other all-cash distributions made within the preceding 365–day period in respect of which no adjustment has been made; and
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• any cash and the fair market value of other consideration payable in connection with any tender offer by us or any of our subsidiaries for our common

stock concluded within the preceding 365–day period in respect of which no adjustment has been made,
 
exceeds 10% of our market capitalization, being the product of the current market price per share of the common stock on the record date for such distribution
and the number of shares of common stock then outstanding; and
 

 
• the successful completion of a tender offer made by us or any of our subsidiaries for our common stock which involves an aggregate consideration that,

together with:
 

 
• any cash and other consideration payable in a tender offer by us or any of our subsidiaries for our common stock expiring within the 365-day period

preceding the expiration of that tender offer in respect of which no adjustment has been made; and
 

 
• the aggregate amount of all cash distributions referred to above to all holders of our common stock within the 365-day period preceding the expiration

of that tender offer in respect of which no adjustments have been made,
 

exceeds 10% of our market capitalization on the expiration of such tender offer.
 

We have issued rights to all of our holders of common stock pursuant to the stockholder rights plan described under “Description of Capital Stock.” To the
extent that our rights plan is still in effect, upon conversion of the notes the holders will receive, in addition to the common stock, the rights described in our
rights plan, whether or not the rights have separated from the common stock at the time of conversion, subject to certain limited exceptions. If we implement a
new rights plan, we will be required under the indenture to provide that the holders of notes will receive the rights upon conversion of the notes, whether or not
these rights were separated from the common stock prior to conversion, subject to certain limited exceptions.
 

We reserve the right to effect such increases in the conversion rate in addition to those required by the foregoing provisions as we consider to be advisable in
order that any event treated for United States federal income tax purposes as a dividend of stock or stock rights will not be taxable to the recipients. We will not
be required to make any adjustment to the conversion rate until the cumulative adjustments amount to 1% or more of the conversion rate. We will compute all
adjustments to the conversion rate and will give notice by mail to holders of the registered notes of any adjustments.
 

In the event that we consolidate or merge with or into another entity or another entity is merged into us, or in case of any sale or transfer of all or
substantially all of our assets, each note then outstanding will become convertible solely into the kind and amount of securities, cash and other property receivable
upon such consolidation, merger, sale or transfer by a holder of the number of shares of common stock into which the notes were convertible immediately prior to
the consolidation or merger or sale or transfer. The preceding sentence will not apply to a merger or sale of all or substantially all of our assets that does not result
in any reclassification, conversion, exchange or cancellation of the common stock.
 

We may increase the conversion rate for any period of at least 20 days if our board of directors determines that the increase would be in our best interest. The
board of directors’ determination in this regard will be conclusive. We will give holders of notes at least 15 days’ notice of such an increase in the conversion rate.
Any increase, however, will not be taken into account for purposes of determining whether the closing price of our common stock exceeds the conversion price
by 105% in connection with an event that otherwise would be a change in control as defined below.
 

If at any time we make a distribution of property to our stockholders that would be taxable to such stockholders as a dividend for United States federal
income tax purposes, such as distributions of evidences of indebtedness or assets by us, but generally not stock dividends on common stock or rights to subscribe
for common stock, and, pursuant to the anti-dilution provisions of the indenture, the number of shares into which
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notes are convertible is increased, that increase may be deemed for United States federal income tax purposes to be the payment of a taxable dividend to holders
of notes. See “Certain United States Federal Income Tax Consequences—U.S. Holders.”
 
Subordination
 

The notes are subordinated and, as a result, the payment of the principal, any premium and interest, including liquidated damages, on the notes, including
amounts payable on any redemption or repurchase, will be subordinated to the prior payment in full, in cash or other payment satisfactory to holders of senior
debt, of all of our senior debt to the extent provided in the indenture. The notes are also effectively subordinated to any debt or other liabilities of our subsidiaries.
As of December 31, 2001, we had approximately $91.0 million of senior debt and the aggregate amount of indebtedness and other liabilities of our subsidiaries
was approximately $14.7 million, excluding intercompany liabilities and deferred revenue.
 

“Senior debt” is defined in the indenture to mean: the principal of, and premium, if any, and interest, including all interest accruing subsequent to the
commencement of any bankruptcy or similar proceeding, whether or not a claim for post-petition interest is allowable as a claim in any such proceeding, on, and
all fees and other amounts payable or rent or other obligations, whether absolute or contingent, secured or unsecured, due or to become due, outstanding on the
date of the indenture or thereafter created, incurred or assumed in connection with, any of the following:
 
 • any credit or loan agreement, note, bond, debenture or other written obligation;
 
 • our incurring obligations for money borrowed;
 
 • any note or similar instrument issued by us in connection with the acquisition of any businesses, properties or assets of any kind;
 
 • our leasing real or personal property:
 

 
• under leases if all or portion of the lessee’s rental obligations are required to be capitalized on the balance sheet of the lessee under generally accepted

accounting principles; or
 

 

• under leases, participation agreements, guarantees or similar documents entered into by us in connection with the leasing or real or personal property by
us or any of our subsidiaries which provides that we are contractually obligated to purchase or cause a third party to purchase the leased property for a
fixed price or otherwise guarantee a residual value of leased property to the lessor or a third party, whether or not such lease is properly classified as an
operating or capital lease in accordance with generally accepted accounting principles;

 
 • any interest rate and currency swaps, caps, floors, collars, hedge agreements, forward contracts of similar agreements of arrangements;
 
 • any letter of credit, bankers’ acceptances and similar facilities, including reimbursement obligations with respect to the foregoing;
 
 • any deferred purchase price of property or services;
 

 
• all obligations of the type referred to in the above clauses of another person and any dividends of another person, the payment of which, in either case, we

have assumed or guaranteed, or for with we are responsible or liable, directly or indirectly, jointly or severally, as obligor, guarantor or otherwise, or which
are secured by a lien on our property; and

 

 
• renewals, extensions, modifications, replacements, restatements and refunding of, or any indebtedness or obligation issued in exchange for, any such

indebtedness or obligation described in the above clauses of this definition.
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“Senior debt” does not include:

 
 • the notes;
 

 
• any other indebtedness or obligation if its terms or the terms of the instrument under which or pursuant to which it is issued expressly provide that it is not

superior in right of payment to the notes; or
 
 • any trade accounts payable or accrued liabilities arising in the ordinary course of business.
 

“Designated senior debt” means our obligations under any particular senior debt in which the instrument creating or evidencing the same or the assumption
or guarantee thereof, or related agreements or documents to which we are a party, expressly provides that such indebtedness shall be designated senior debt for
purposes of the indenture, including our obligations under the lease agreements dated as of June 1, 2000 with BNP Leasing Corporation, as amended, and related
documents. The instrument, agreement or other document evidencing any designated senior debt may place limitations and conditions on the right of such senior
debt to exercise the rights of designated senior debt.
 

We may not make any payment on account of principal, premium or interest, including liquidated damages, if any, on the notes, or redemption or repurchase
of the notes, if:
 

 
• we default in our obligations to pay principal, premium, interest or other amount on our designated senior debt, including a default under any redemption

or repurchase obligation, and the default continues beyond any applicable grace period that we may have to make these payments; or
 
 • any other default occurs and is continuing on any designated senior debt; and
 
 • the default permits the holders of the designated senior debt to accelerate its maturity; and
 

 
• the trustee has received a payment blockage notice from us, the holder of such debt or such other person permitted to give such notice under the

indenture.
 

If payment of the notes have been blocked by a payment default on designated senior debt, payments on the notes may resume when the payment default has
been cured or waived or ceases to exist.
 

If payments on the notes have been blocked by a nonpayment default on designated senior debt, payments on the notes may resume on the earlier of:
 
 • the date the nonpayment default is cured or waived or ceases to exist; or
 
 • 179 days after the payment blockage notice is received.
 

No nonpayment default that existed on the day a payment blockage notice was delivered to the trustee can be used as the basis of any subsequent payment
blockage notice. In addition, once a holder of designated senior debt has blocked payment on the notes by giving a payment blockage notice, no new period of
payment blockage can be commenced pursuant to a subsequent payment blockage notice unless and until both of the following are satisfied:
 
 • 365 days have elapsed since the initial effectiveness of the immediately prior payment blockage notice; and
 
 • all scheduled payments of principal, any premium and interest with respect to the notes that have come due have been paid in full in cash.
 

In addition, all principal, premium, if any, interest and other amounts due on all senior debt must be paid in full in cash before you are entitled to receive any
payment otherwise due upon:
 
 • any acceleration of the principal on the notes as a result of any event of default of the notes; or
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• any payment or distribution of our assets to creditors upon any dissolution, winding up, liquidation or reorganization, whether voluntary or involuntary,

marshaling of assets, assignment for the benefit of creditors, or in bankruptcy, insolvency, receivership or other similar proceedings.
 

In the event of insolvency, creditors who are holders of senior debt are likely to recover more, ratably, than you because of this subordination. The
subordination may result in a reduction or elimination of payments on the notes to you.
 

In addition, the notes are “structurally subordinated” to all indebtedness and other liabilities of our subsidiaries, including trade payables and lease
obligations. This occurs because our right to receive any assets of our subsidiaries upon their liquidation or reorganization, and your right to participate in those
assets, will be effectively subordinated to the claims of that subsidiary’s creditors, including trade creditors, except to the extent that we are recognized as a
creditor of such subsidiary. If we are recognized as a creditor of that subsidiary, our claims would still be subordinate to any security interest in the assets of the
subsidiary and any indebtedness of the subsidiary senior to us.
 

The indenture does not limit our ability to incur senior debt or our ability or the ability of our subsidiaries to incur any other indebtedness.
 
Optional Redemption by Extreme Networks
 

On or after December 5, 2004, we may redeem the notes in whole or in part, at the prices set forth below. If we elect to redeem all or part of the notes, we
will give at least 30, but no more than 60, days notice to you.
 

The redemption price, expressed as a percentage of principal amount, is as follows for the following periods:
 
Period

    

Redemption Price

 
Beginning on December 5, 2004 and ending on November 30, 2005.     101.40%
Beginning on December 1, 2005 and ending on November 30, 2006.     100.70%
 
and thereafter is equal to 100% of the principal amount. In each case, we will pay interest to, but excluding the redemption date.
 

No sinking fund is provided for the notes, which means that the indenture does not require us to periodically redeem or retire the notes.
 
Payment and Conversion
 

We will make all payments of principal and interest on the notes by dollar check drawn on an account maintained at a bank in The City of New York. If you
hold registered notes with a face value greater than $2,000,000, at your request we will make payments of principal or interest to you by wire transfer to an
account maintained by you at a bank in The City of New York. Payment of any interest on the notes will be made to the person in whose name the note, or any
predecessor note, is registered at the close of business on the May 15 or November 15, whether or not a business day, immediately preceding the relevant interest
payment date (a “regular record date”). If you hold registered notes with a face value in excess of $2,000,000 and you would like to receive payments by wire
transfer, you will be required to provide the trustee with wire transfer instructions at least 15 days prior to the relevant payment date. Payments made to DTC as
holder of one or more global notes will be made by wire transfer.
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Payments on any global note registered in the name of DTC or its nominee will be payable by the trustee to DTC or its nominee in its capacity as the
registered holder under the indenture. Under the terms of the indenture, we and the trustee will treat the persons in whose names the notes, including any global
note, are registered as the owners for the purpose of receiving payments and for all other purposes. Consequently, neither we, the trustee nor any of our agents or
the trustee’s agents has or will have any responsibility or liability for:
 

 
• any aspect of DTC’s records or any participant’s or indirect participant’s records relating to or payments made on account of beneficial ownership interests

in the global note, or for maintaining, supervising or reviewing any of DTC’s records or any participant’s or indirect participant’s records relating to the
beneficial ownership interests in the global note; or

 
 • any other matter relating to the actions and practices of DTC or any of its participants or indirect participants.
 

We will not be required to make any payment on the notes due on any day which is not a business day until the next succeeding business day. The payment
made on the next succeeding business day will be treated as though it were paid on the original due date and no interest will accrue on the payment for the
additional period of time.
 

Notes may be surrendered for conversion at the Corporate Trust Office of the trustee in the Borough of Manhattan, New York. Notes surrendered for
conversion must be accompanied by appropriate notices and any payments in respect of interest or taxes, as applicable, as described above under “—Conversion
Rights.”
 

We have initially appointed the trustee as paying agent and conversion agent. We may terminate the appointment of any paying agent or conversion agent
and appoint additional or other paying agents and conversion agents. However, until the notes have been delivered to the trustee for cancellation, or moneys
sufficient to pay the principal of, premium, if any, and interest on the notes have been made available for payment and either paid or returned to us as provided in
the indenture, the trustee will maintain an office or agency in the Borough of Manhattan, New York for surrender of notes for conversion.
 

All moneys deposited with the trustee or any paying agent, or then held by us, in trust for the payment of principal of, premium, if any, or interest on any
notes which remain unclaimed at the end of two years after the payment has become due and payable will be repaid to us, and you will then look only to us for
payment.
 
Repurchase at Option of Holders Upon a Change in Control
 

If a “change in control” as defined below occurs, you will have the right, at your option, to require us to repurchase all of your notes not previously called for
redemption, or any portion of the principal amount thereof, that is equal to $1,000 or an integral multiple of $1,000. The price we are required to pay is 100% of
the principal amount of the notes to be repurchased, together with interest accrued but unpaid to, but excluding, the repurchase date.
 

At our option, instead of paying the repurchase price in cash, we may pay the repurchase price in our common stock valued at 95% of the average of the
closing prices of our common stock for the five trading days immediately preceding and including the third trading day prior to the repurchase date. We may only
pay the repurchase price in our common stock if we satisfy conditions provided in the indenture.
 

Within 30 days after the occurrence of a change in control, we are obligated to give to you notice of the change in control and of the repurchase right arising
as a result of the change of control. We must also deliver a copy of this notice to the trustee. To exercise the repurchase right, you must deliver on or before the
30th day after the date of our notice irrevocable written notice to the trustee of your exercise of your repurchase right, together with the notes with respect to
which the right is being exercised. We are required to repurchase the notes on the date that is 45 days after the date of our notice.
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A change in control will be deemed to have occurred at the time after the notes are originally issued that any of the following occurs:

 

 
• any person acquires beneficial ownership, directly or indirectly, through a purchase, merger or other acquisition transaction or series of transactions, of

shares of our capital stock entitling the person to exercise 50% or more of the total voting power of all shares of our capital stock that is entitled to vote
generally in elections of directors, other than an acquisition by us, any of our subsidiaries or any of our employee benefit plans; or

 

 
• we merge or consolidate with or into any other person, any merger of another person into us or we convey, sell, transfer or lease all or substantially all of

our assets to another person, other than any such transaction:
 
 • that does not result in any reclassification, conversion, exchange or cancellation of outstanding shares of our capital stock; and
 

 

• pursuant to which the holders of 50% or more of the total voting power of all shares of our capital stock entitled to vote generally in elections of
directors immediately prior to such transaction have the entitlement to exercise, directly or indirectly, 50% or more of the total voting power of all
shares of capital stock entitled to vote generally in the election of directors of the continuing or surviving corporation immediately after such
transaction; or

 

 
• any transaction which is effected solely to change our jurisdiction of incorporation and results in a reclassification, conversion or exchange of outstanding

shares of our common stock into solely shares of common stock.
 

However, a change in control will not be deemed to have occurred if:
 

 

• the closing price per share of our common stock for any five trading days within the period of 10 consecutive trading days ending immediately after the
later of the change in control or the public announcement of the change in control, in the case of a change in control relating to an acquisition of capital
stock, or the period of 10 consecutive trading days ending immediately before the change in control, in the case of change in control relating to a merger,
consolidation or asset sale, equals or exceeds 105% of the conversion price of the notes in effect on each of those trading days; or

 

 

• all of the consideration, excluding cash payments for fractional shares and cash payments made pursuant to dissenters’ appraisal rights, in a merger or
consolidation otherwise constituting a change of control under the first and second bullet points in the preceding paragraph above consists of shares of
common stock, depository receipts or other certificates representing common equity interests traded on a national securities exchange or quoted on the
Nasdaq National Market, or will be so traded or quoted immediately following such merger or consolidation, and as a result of such merger or
consolidation the notes become convertible solely into such common stock, depository receipts or other certificates representing common equity interests.

 
For purposes of these provisions:

 
 • the conversion price is equal to $1,000 divided by the conversion rate;
 
 • whether a person is a “beneficial owner” will be determined in accordance with Rule 13d-3 under the Exchange Act; and
 
 • “person” includes any syndicate or group that would be deemed to be a person under Section 13(d)(3) of the Exchange Act.
 

The rules and regulations promulgated under the Exchange Act requires the dissemination of prescribed information to security holders in the event of an
issuer tender offer and may apply in the event that the repurchase option becomes available to you. We will comply with this rule to the extent it applies at that
time.
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We may, to the extent permitted by applicable law, at any time purchase notes in the open market, by tender at any price or by private agreement. Any note

that we purchase may, to the extent permitted by applicable law and subject to restrictions contained in the purchase agreement with the initial purchasers, be re-
issued or resold or may, at our option, be surrendered to the trustee for cancellation. Any notes surrendered for cancellation may not be re-issued or resold and
will be canceled promptly.
 

The definition of change in control includes a phrase relating to the conveyance, transfer, sale, lease or disposition of all or substantially all of our assets.
There is no precise, established definition of the phrase “substantially all” under applicable law. Accordingly, your ability to require us to repurchase your notes as
a result of conveyance, transfer, sale, lease or other disposition of less than all of our assets may be uncertain.
 

The foregoing provisions would not necessarily provide you with protection if we are involved in a highly leveraged or other transaction that may adversely
affect you.
 

Our ability to repurchase notes upon the occurrence of a change in control is subject to important limitations. Some of the events constituting a change in
control could result in an event of default under our senior debt. Moreover, a change in control could cause an event of default under, or be prohibited or limited
by, the terms of our senior debt. As a result, unless we were to obtain a waiver, a repurchase of the notes in cash could be prohibited under the subordination
provisions of the indenture until the senior debt is paid in full. Although we have the right to repurchase the notes with our common stock, subject to certain
conditions, we cannot assure you that we would have the financial resources, or would be able to arrange financing, to pay the repurchase price in cash for all the
notes that might be delivered by holders of notes seeking to exercise the repurchase right. If we were to fail to repurchase the notes when required following a
change in control, an event of default under the indenture would occur, whether or not such repurchase is permitted by the subordination provisions of the
indenture. Any such default may, in turn, cause a default under our other debt. See “—Subordination.”
 
Mergers and Sales of Assets by Extreme Networks
 

We may not consolidate with or merge into any other entity or convey, transfer, sell or lease our properties and assets substantially as an entirety to any
entity, and we may not permit any entity to consolidate with or merge into us or convey, transfer, sell or lease such entity’s properties and assets substantially as
an entirety to us unless:
 

 

• the entity formed by such consolidation or into or with which we are merged or the entity to which our properties and assets are so conveyed, transferred,
sold or leased, shall be a corporation, limited liability company, partnership or trust organized and existing under the laws of the United States, any State
within the United States or the District of Columbia and, if we are not the surviving entity, the surviving entity assumes the payment of the principal of,
premium, if any, and interest on the notes and the performance of our other covenants under the indenture; and

 

 
• immediately after giving effect to the transaction, no event of default, and no event that, after notice or lapse of time or both, would become an event of

default, will have occurred and be continuing.
 
Events of Default
 

Each of the following constitute an event of default under the indenture:
 
 • we fail to pay principal of or premium, if any, on any note when due, whether or not prohibited by the subordination provisions of the indenture;
 

 
• we fail to pay any interest, including any liquidated damages, on any note when due, which failure continues for 30 days, whether or not prohibited by the

subordination provisions of the indenture;
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 • we fail to provide notice of a change in control;
 
 • we fail to perform any other covenant in the indenture, which failure continues for 60 days following notice as provided in the indenture;
 

 

• any indebtedness under any bonds, debentures, notes or other evidences of indebtedness for money borrowed, or any guarantee thereof, by us or any of our
significant subsidiaries, in an aggregate principal amount in excess of $30.0 million is not paid when due either at its stated maturity or upon acceleration
thereof, and such indebtedness is not discharged, or such acceleration is not rescinded or annulled, within a period of 30 days after notice as provided in
the indenture; and

 
 • certain events of bankruptcy, insolvency or reorganization involving us or any of our subsidiaries.
 

Subject to the provisions of the indenture relating to the duties of the trustee in case an event of default shall occur and be continuing, the trustee will be
under no obligation to exercise any of its rights or powers under the indenture at the request or direction of any holder, unless the holder shall have offered
reasonable indemnity to the trustee. Subject to providing indemnification of the trustee, the holders of a majority in aggregate principal amount of the outstanding
notes will have the right to direct the time, method and place of conducting any proceeding for any remedy available to the trustee or exercising any trust or
power conferred on the trustee.
 

If an event of default other than an event of default arising from events of insolvency, bankruptcy or reorganization occurs and is continuing, either the
trustee or the holders of at least 25% in principal amount of the outstanding notes may, subject to the subordination provisions of the indenture, accelerate the
maturity of all notes. However, after such acceleration, but before a judgment or decree based on acceleration, the holders of a majority in aggregate principal
amount of outstanding notes may, under certain circumstances, rescind and annul the acceleration if all events of default, other than the non-payment of principal
of the notes that have become due solely by such declaration of acceleration, have been cured or waived as provided in the indenture. If an event of default arising
from events of insolvency, bankruptcy or reorganization occurs, then the principal of, and accrued interest on, all the notes will automatically become
immediately due and payable without any declaration or other act on the part of the holders of the notes or the trustee. For information as to waiver of defaults,
see “Meetings, Modification and Waiver” below.
 

You will not have any right to institute any proceeding with respect to the indenture, or for any remedy under the indenture, unless:
 
 • you give the trustee written notice of a continuing event of default;
 

 
• the holders of at least 25% in aggregate principal amount of the outstanding notes have made written request and offered reasonable indemnity to the

trustee to institute proceedings;
 

 
• the trustee has not received from the holders of a majority in aggregate principal amount of the outstanding notes a direction inconsistent with the written

request; and
 
 • the trustee shall have failed to institute such proceeding within 60 days of the written request.
 

However, these limitations do not apply to a suit instituted by you for the enforcement of payment of the principal of, premium, if any, or interest, including
liquidated damages, on your note on or after the respective due dates expressed in your note or your right to convert your note in accordance with the indenture.
 

We will be required to furnish to the trustee annually a statement as to our performance of certain of our obligations under the indenture and as to any default
in such performance.
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Meetings, Modification and Waiver
 

The indenture contains provisions for convening meetings of the holders of notes to consider matters affecting their interests.
 

Certain limited modifications of the indenture may be made without the necessity of obtaining the consent of the holders of the notes.
 

Other modifications and amendments of the indenture may be made, compliance by us with certain restrictive provisions of the indenture may be waived and
any past defaults by us under the indenture, except a default in the payment of principal, premium, if any, or interest, may be waived, either:
 
 • with the written consent of the holders of not less than a majority in aggregate principal amount of the notes at the time outstanding; or
 

 
• by the adoption of a resolution, at a meeting of holders of the notes at which a quorum is present, by the holders of at least 66 2/3% in aggregate principal

amount of the notes represented at such meeting.
 

The quorum at any meeting called to adopt a resolution will be persons holding or representing a majority in aggregate principal amount of the notes at the
time outstanding and, at any reconvened meeting adjourned for lack of a quorum, 25% of such aggregate principal amount.
 

However, a modification or amendment requires the consent of the holder of each outstanding note affected if it would:
 
 • change the stated maturity of the principal or interest of a note;
 
 • reduce the principal amount of, or any premium or interest on, any note;
 
 • reduce the amount payable upon a redemption or mandatory repurchase;
 
 • modify the provisions with respect to the repurchase rights of holders of notes in a manner adverse to the holders;
 
 • modify our right to redeem the notes in a manner adverse to the holders;
 
 • change the place or currency of payment on a note;
 
 • impair the right to institute suit for the enforcement of any payment on any note;
 
 • modify our obligation to maintain an office or agency in New York City;
 
 • modify the subordination provisions in a manner that is adverse to the holders of the notes;
 
 • adversely affect the right to convert the notes other than a modification or amendment required by the terms of the indenture;
 

 
• modify our obligation to deliver information required under Rule 144A to permit resales of the notes and common stock issued upon conversion of the

notes if we cease to be subject to the reporting requirements under the Exchange Act;
 
 • reduce the above-stated percentage of the principal amount of the holders whose consent is needed to modify or amend the indenture;
 

 
• reduce the percentage of the principal amount of the holders whose consent is needed to waive compliance with certain provisions of the indenture or to

waive certain defaults; or
 
 • reduce the percentage required for the adoption of a resolution or the quorum required at any meeting of holders of notes at which a resolution is adopted.
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Registration Rights
 

We entered into a registration rights agreement dated as of December 5, 2001 between us and the initial purchasers of the notes. In the registration rights
agreement we agreed, for the benefit of the holders of the notes and the shares of common stock issuable upon conversion of the notes, commonly referred to as
the registrable securities, that we will, at our expense:
 
 • file with the SEC, within 90 days after the date the notes are originally issued, a shelf registration statement covering resales of the registrable securities;
 

 
• use our reasonable efforts to cause the shelf registration statement to be declared effective under the Securities Act within 180 days after the date the notes

are originally issued; and
 

 
• use our reasonable efforts to keep effective the shelf registration statement until two years after the date the notes are issued or, if earlier, until there are no

outstanding registrable securities.
 

We will be permitted to suspend the use of the prospectus that is part of the shelf registration statement in connection with the sales of registrable securities
during prescribed periods of time for reasons relating to pending corporate developments, public filings with the SEC and other events. The periods during which
we can suspend the use of the prospectus may not, however, exceed a total of 30 days in any 90-day period or a total of 90 days in any 365-day period. We will
provide to each holder of registrable securities copies of the prospectus that is a part of the shelf registration statement, notify each holder when the shelf
registration statement has become effective and take certain other actions required to permit public resales of the registrable securities.
 

We may, upon written notice to all the holders of notes, postpone having the shelf registration statement declared effective for a reasonable period not to
exceed 90 days if we possess material non-public information the disclosure of which would have a material adverse effect on us and our subsidiaries taken as a
whole. Notwithstanding any such postponement, additional interest, referred to as “liquidated damages,” will accrue on the notes or shares of common stock
issued upon conversion of the notes if such securities are restricted securities and either of the following registration defaults occurs:
 
 • on or prior to 90 days following the date the notes were originally issued, a shelf registration statement has not been filed with the SEC; or
 
 • on or prior to 180 days following the date the notes were originally issued, the shelf registration statement is not declared effective.
 

In that case, liquidated damages will accrue on any notes and shares issued on conversion of the notes, which are then restricted securities from and
including the day following the registration default to but excluding the day on which the registration default has been cured. Liquidated damages will be paid
semi-annually in arrears, with the first semi-annual payment due on the first interest payment date following the date on which the liquidated damages began to
accrue.
 

The rates at which liquidated damages will accrue will be as follows:
 
 • 0.25% of the principal amount per annum to and including the 90th day after the registration default; and
 
 • 0.50% of the principal amount per annum from and after the 91st day after the registration default.
 

In addition, the interest rate on all of the notes or shares of common stock issued upon conversion of the notes will be increased if such securities are
restricted securities and if:
 

 
• the shelf registration statement ceases to be effective, or we otherwise prevent or restrict holders of registrable securities from making sales under the shelf

registration statement, for more than 30 days, whether or not consecutive, during any 90-day period; or
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• the shelf registration statement ceases to be effective, or we otherwise prevent or restrict holders of registrable securities from making sales under the shelf

registration statement, for more than 90 days, whether or not consecutive, during any 12-month period.
 

In either event, the interest rate on the notes or shares of common stock issued upon conversion of the notes will increase by an additional 0.50% per annum
from the 31st day of the 90-day period or the 91st day of the 12-month period if such securities are restricted securities. The increased rate will continue until the
earlier of the following:
 

 
• the time the shelf registration statement again becomes effective or the holders of registrable securities are again able to make sales under the shelf

registration statement, depending on which event triggered the increase in interest rate; or
 
 • two years after the date the notes are issued or, if earlier, until there are no outstanding registrable securities.
 

A holder who elects to sell any registrable securities pursuant to the shelf registration statement:
 
 • will be required to be named as a selling security holder in the related prospectus;
 
 • may be required to deliver a prospectus to purchasers;
 
 • may be subject to certain civil liability provisions under the Securities Act in connection with those sales; and
 

 
• will be bound by the provisions of the registration rights agreement that apply to a holder making such an election, including certain indemnification

provisions.
 

This summary of certain provisions of the registration rights agreement is not complete and is subject to, and qualified in its entirety by reference to, all the
provisions of the registration rights agreement, a copy of which is filed herewith.
 
Replacement of Notes
 

We will replace any note that becomes mutilated, destroyed, stolen or lost at the expense of the holder upon delivery to the trustee of the mutilated notes or
evidence of the loss, theft or destruction satisfactory to us and the trustee. In the case of a lost, stolen or destroyed note, indemnity satisfactory to the trustee and
us may be required at the expense of the holder of the note before a replacement note will be issued.
 
Payment of Stamp and Other Taxes
 

We will pay all stamp and other duties, if any, that may be imposed by the United States or any political subdivision thereof or taxing authority thereof or
therein with respect to the issuance of the notes or of shares of stock upon conversion of the notes. We will not be required to make any payment with respect to
any other tax, assessment or governmental charge imposed by any government or any political subdivision thereof or taxing authority thereof or therein.
 
Governing Law
 

The indenture, the notes, and the registration rights agreement are governed by and construed in accordance with the laws of the State of New York.
 
The Trustee
 

If an event of default occurs and is continuing, the trustee will be required to use the degree of care of a prudent person in the conduct of his own affairs in
the exercise of its powers. Subject to such provisions, the trustee will be under no obligation to exercise any of its rights or powers under the indenture at the
request of any of the holders of notes, unless they shall have furnished to the trustee reasonable security or indemnity.
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DESCRIPTION OF CAPITAL STOCK

 
Extreme Networks’ authorized capital stock consists of 750,000,000 shares of common stock and 2,000,000 shares of preferred stock.

 
Common Stock
 

As of February 14, 2002, there were 114,763,217 shares of common stock outstanding held of record by approximately 389 stockholders. Subject to
preferences that may be applicable to any preferred stock outstanding at the time, the holders of outstanding shares of common stock are entitled to the following:
 

Dividends.    Holders of common stock are entitled to receive dividends out of assets legally available for the payment of dividends at the times and in
the amounts as the board of directors from time to time may determine.

 
Voting.    Holders of common stock are entitled to one vote for each share held on all matters submitted to a vote of stockholders. Cumulative voting for

the election of directors is not authorized by Extreme Networks’ certificate of incorporation, which means that the holders of a majority of the shares voted
can elect all of the directors then standing for election.

 
Preemptive rights, conversion and redemption.    The common stock is not entitled to preemptive rights and is not subject to conversion or redemption.

 
Liquidation, dissolution and winding-up.    Upon liquidating, dissolution or winding-up of Extreme Networks, the holders of common stock are entitled

to share ratably in all assets remaining after payment of liabilities and the liquidation of any preferred stock.
 

Each outstanding share of common stock is, and all shares of common stock to be outstanding upon completion of this offering will be, upon payment
therefore, duly and validly issued, fully paid and nonassessable.
 
Preferred Stock
 

The board of directors is authorized, without action by the stockholders, to designate and issue preferred stock in one or more series. The board of directors
can fix the rights, preferences and privileges of the shares of each series and any qualifications, limitations or restrictions on these shares.
 

The board of directors may authorize the issuance of preferred stock with voting or conversion rights that could adversely affect the voting power or other
rights of the holders of common stock. The issuance of preferred stock, while providing flexibility in connection with possible acquisitions and other corporate
purposes could have the effect of delaying, deferring or preventing a change in control of Extreme Networks. We have no current plans to issue any shares of
preferred stock.
 
Warrants
 

In April 2000, we issued fully earned, non-forfeitable, fully exercisable warrants with a two year life to purchase 3,000,000 shares of our common stock with
an exercise price of $39.50 per share.
 
Stockholder Rights Plan
 

On April 27, 2001, we adopted a stockholder rights plan. The plan was implemented by declaring a dividend distribution of one one-thousandth of our series
A preferred stock for each outstanding share of common stock. The distribution was paid as of May 14, 2001, to stockholders of record on that date. Each right
entitles the registered holder to purchase from Extreme Networks one one-thousandth of a share of our series A preferred
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stock, $0.001 par value, at a price of $150.00 per right. The rights will be evidenced, with respect to all shares of common stock that are issued after May 14,
2001 and prior to the distribution date or earlier redemption or expiration of the rights, by certificates representing such shares of common stock. The rights will
separate from the common stock and special shares become exercisable on or after the earlier of: (i) the tenth day following the first date of public announcement
by Extreme Networks or by a person or group of affiliated or associated persons, who have beneficial ownership of 15% or more of our outstanding common
stock, other than solely as a result of a reduction in the outstanding shares of our common stock, or such earlier date as a majority of the board of directors shall
become aware of such acquisition of the common stock, and (ii) the tenth business day following the commencement of, or public announcement of an intention
to commence, a tender or exchange offer by any person, the consummation of which would result in the beneficial ownership of 15% or more of the outstanding
common stock by such person, together with its affiliates and associates.
 

The stockholder rights plan provides that, until the distribution date, or earlier redemption or expiration of the rights, the right will be represented by and
transferred with, and only with, the common stock. Until the distribution date, new certificates issued for common stock after May 14, 2001, will contain a legend
incorporating the rights agreement by reference. Until the distribution date, the surrender for transfer of any of Extreme Networks’ common stock certificate, with
or without the aforesaid legend, will also constitute the transfer of the rights associated with the common stock represented by such certificate. As soon as
practicable following the distribution date, separate certificates evidencing the rights will be mailed to holders or record of Extreme Networks’ common stock as
of the close of business on the distribution date, and such separate certificates alone will evidence the rights from and after the distribution date.
 

The rights have certain anti-takeover effects. Under certain circumstances the rights could cause substantial dilution to a person or group who attempts to
acquire Extreme Networks on terms not approved by our board of directors. However, the rights should not interfere with any merger or other business
combination approved by the board. Upon conversion of the notes, holders will receive, in addition to common stock, rights under the plan regardless of whether
or not the rights have separated from the common stock.
 
Section 203 of The Delaware General Corporation Law
 

We are subject to Section 203 of the Delaware General Corporation Law, or Section 203, which, subject to certain exceptions, prohibits a Delaware
corporation from engaging in any business combination with any interested stockholder for a period of three years following the date that such stockholder
became an interested stockholder, unless: (i) prior to such date, the board of directors of the corporation approved either the business combination or the
transaction that resulted in the stockholder becoming an interested holder; (ii) upon consummation of the transaction that resulted in the stockholder becoming an
interested stockholder, the interested stockholder owned at least 85% of the voting stock of the corporation outstanding at the time the transaction commenced,
excluding for purposes of determining the number of shares outstanding those shares owned (a) by persons who are directors and also officers and (b) by
employee stock plans in which employee participants do not have the right to determine confidentially whether shares held subject to the plan will be tendered in
a tender or exchange offer; or (iii) at or subsequent to such time, the business combination is approved by the board of directors and authorized at an annual or
special meeting of stockholders, and not by written consent, by the affirmative vote of at least 66 2/3% of the outstanding voting stock which is not owned by the
interested stockholder.
 

In general, Section 203 defines business combination to include: (i) any merger or consolidation involving the corporation and the interested stockholder, (ii)
any sale, transfer, pledge or other disposition of 10% or more of the assets of the corporation involving the interested stockholder, (iii) subject to certain
exceptions, any transaction that results in the issuance or transfer by the corporation of any stock of the corporation to the interested stockholder, (iv) any
transaction involving the corporation that has the effect of increasing the proportionate share of the stock of any class or series of the corporation beneficially
owned by the interested stockholder or (v) the receipt by the interested stockholder of the benefit of any loans, advances, guarantees,
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pledges or other financial benefits provided by or through the corporation. In general, Section 203 defines interested stockholder as an entity or person
beneficially owning 15% or more of the outstanding voting stock of the corporation and any entity or person affiliated with or controlling or controlled by such
entity or person.
 
Certificate of Incorporation and Bylaw Provisions
 

Provisions of our certificate of incorporation and bylaws may delay or prevent a change in control or changes in our management. These provisions include:
 
 • the division of the board of directors into three separate classes;
 
 • the right of the board of directors to elect a director to fill a vacancy created by the expansion of the board of directors; and
 
 • the ability of the board of directors to alter our bylaws without getting stockholder approval.
 
Transfer Agent and Registrar
 

The transfer agent and registrar of our common stock is Mellon Investor Services LLC.
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSEQUENCES

 
The following is a summary of certain United States federal income tax considerations relating to the purchase, ownership and disposition of the notes, but

does not purport to be a complete analysis of all the potential tax considerations relating thereto. This summary is based on laws, regulations, rulings and
decisions now in effect, all of which are subject to change. This summary deals only with holders that will hold notes as “capital assets” within the meaning of
Section 1221 of the Internal Revenue Code of 1986, as amended, which we sometimes refer to as the Code, and does not address tax considerations applicable to
investors that may be subject to special tax rules, such as banks, tax-exempt organizations, insurance companies, dealers in securities or currencies, persons that
will hold notes as a position in a hedging transaction, “straddle” or “conversion transaction” for tax purposes or persons deemed to sell notes under the
constructive sale provisions of the Code. This summary discusses the tax considerations applicable to the initial purchasers of the notes who purchase the notes at
their “issue price” as defined in Section 1273 of the Code and who hold the notes as capital assets and does not discuss the tax considerations applicable to
subsequent purchasers of the notes.
 

For purposes of this summary, the term “U.S. holder” means a holder that is either, as determined for U.S. federal income tax purposes, (1) a citizen or
resident of the United States, or U.S.; (2) an entity formed under the laws of the U.S. or a state of the U.S.; (3) an estate the income of which is subject to U.S.
federal income tax regardless of its source; (4) a trust subject to the primary supervision of a court within the U.S. and the control of a U.S. fiduciary as described
in Section 7701(a)(30). A “non-U.S. holder” is any holder other than a U.S. holder.
 

Extreme Networks has not sought any ruling from the Internal Revenue Service, or the IRS, with respect to the statements made and the conclusions reached
in the following summary, and there can be no assurance that the IRS will agree with such statements and conclusions. In addition, the IRS is not precluded from
successfully adopting a contrary position. This summary does not consider the effect of any applicable foreign, state, local or other tax laws.
 

INVESTORS CONSIDERING THE PURCHASE OF NOTES SHOULD CONSULT THEIR OWN TAX ADVISORS REGARDING THE APPLICATION
OF THE U.S. FEDERAL INCOME TAX LAWS TO THEIR PARTICULAR SITUATIONS AND THE CONSEQUENCES OF FEDERAL ESTATE OR GIFT
TAX LAWS, FOREIGN, STATE, OR LOCAL LAWS, AND TAX TREATIES.
 
U.S. Holders
 

Taxation of Interest
 

U.S. holders will be required to recognize as ordinary income any interest paid or accrued on the notes, in accordance with their regular method of tax
accounting. In general, if the terms of a debt instrument entitle a holder to receive payments other than fixed periodic interest that exceed the issue price of the
instrument, the holder may be required to recognize additional interest as “original issue discount” over the term of the instrument. In certain circumstances,
holders of Extreme Networks notes may be entitled to receive payments in excess of principal or stated interest. First, Extreme Networks may be required to
make additional payments as liquidated damages if Extreme Networks does not file or cause to be declared effective a registration statement, as described under
“Description of Notes—Registration Rights.” Second, if, upon a change of control, a holder requires Extreme Networks to repurchase some or all of the holder’s
notes and Extreme Networks elects to pay the repurchase price in shares of its common stock, the value of the stock could exceed the sum of the principal amount
of the notes and accrued and unpaid interest. Extreme Networks does not believe that, as a result of these additional payments, the notes will be issued with
original issue discount. The original issue discount rules allow contingent payments such as these to be disregarded in computing a holder’s interest income if the
contingency is “remote.” Extreme Networks believes that there is only a remote possibility that (i) it will be required to pay liquidated damages, or (ii) a change
of control will occur and, upon a holder’s election to cause Extreme Networks to repurchase notes, Extreme Networks will elect to pay the repurchase price in
stock. Extreme Networks’ determination regarding the likelihood of these additional payments is binding on U.S. holders unless they disclose their contrary
position. If, contrary to expectations, Extreme Networks pays liquidated damages,
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U.S. holders would probably be required to recognize additional interest income. The consequences of a repurchase of notes for Extreme Networks common
stock upon a change of control are described below under “U.S. Holders—Sale, Exchange or Redemption of the Notes.”
 

Sale, Exchange or Redemption of the Notes
 

A U.S. holder will generally recognize capital gain or loss if the holder disposes of a note in a sale, redemption or exchange other than a conversion of the
note into common stock. The holder’s gain or loss will equal the difference between the proceeds received by the holder and the holder’s adjusted tax basis in the
note. The proceeds received by the holder will include the amount of any cash and the fair market value of any other property received in exchange for the note.
The holder’s tax basis in the note will generally be the cost of the note to the holder. The portion of any proceeds that is attributable to accrued interest will not be
taken into account in computing the holder’s capital gain or loss. Instead, that portion will be recognized as ordinary interest income to the extent that the holder
has not previously included the accrued interest in income. The gain or loss recognized by a holder on a disposition of the note will be long-term capital gain or
loss if the holder held the note for more than one year. Long-term capital gains of non-corporate taxpayers are taxed at lower rates than those rates applicable to
ordinary income. The deductibility of capital losses is subject to limitations.
 

If, upon a change in control, a holder requires us to repurchase some or all of the holder’s notes and we elect to pay the repurchase price in shares of our
common stock, the redemption would probably qualify as a recapitalization for U.S. federal income tax purposes if the notes qualify as “securities” for these
purposes. While the matter is not free from doubt, we believe that the notes will qualify as securities. In that case, the exchange of notes for common stock would
qualify as a recapitalization, and a U.S. holder would not recognize any income, gain or loss on the holder’s receipt of our common stock in exchange for notes. If
the holder receives cash in lieu of a fractional share of stock, however, the holder would be treated as if he received the fractional share and then had the fractional
share redeemed for cash. The holder would recognize gain or loss equal to the difference between the cash received and that portion of his basis in the stock
attributable to the fractional share. The holder’s aggregate basis in the stock would equal his adjusted basis in the note at the time of the recapitalization, exclusive
of any tax basis allocable to a fractional share. The holder’s holding period for the stock would include the period during which he held the note.
 

Conversion of the Notes
 

A U.S. holder who converts his note into common stock generally will not recognize any income, gain or loss. The holder will recognize gain, however, to
the extent that the holder receives cash in lieu of a fractional share. The holder’s aggregate basis in the common stock will equal his adjusted basis in the note at
the time of conversion, exclusive of any tax basis allocable to a fractional share, and the holder’s holding period for the stock will include the holding period of
the note converted.
 

Dividends
 

If, after a U.S. holder converts a note into common stock, Extreme Networks makes a distribution in respect of that stock, the distribution will be treated as a
dividend, taxable to the U.S. holder as ordinary income to the extent it is paid from our current or accumulated earnings and profits. If the distribution exceeds
Extreme Networks’ current and accumulated profits, the excess will be treated first as a tax-free return of the holder’s investment, up to the holder’s basis in its
common stock. Any remaining excess will be treated as capital gain. If the U.S. holder is a U.S. corporation, it would generally be able to claim a deduction equal
to a portion of any dividends received.
 

The terms of the notes allow for changes in the conversion price of the notes in certain circumstances. A change in conversion price that allows noteholders
to receive more shares of common stock on conversion may increase the noteholders’ proportionate interests in our earnings and profits or assets. In that case, the
noteholders
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would be treated as though they received a dividend in the form of our stock. Such a constructive stock dividend could be taxable to the noteholders, although
they would not actually receive any cash or other property. A taxable constructive stock dividend would result, for example, if the conversion price is adjusted to
compensate noteholders for distributions of cash or property to our shareholders. Not all changes in conversion price that allow noteholders to receive more stock
on conversion, however, increase the noteholders’ proportionate interests in the company. For instance, a change in conversion price could simply prevent the
dilution of the noteholders’ interests upon a stock split or other change in capital structure. Changes of this type, if made under a bona fide, reasonable adjustment
formula, are not treated as constructive stock dividends. Conversely, if an event occurs that dilutes the noteholders’ interests and the conversion price is not
adjusted, the resulting increase in the proportionate interests of our shareholders could be treated as a taxable stock dividend to them. Any taxable constructive
stock dividends resulting from a change to, or failure to change, the conversion price would be treated like dividends paid in cash or other property. They would
result in ordinary income to the recipient, to the extent of our current or accumulated earnings and profits, with any excess treated as a tax-free return of capital or
as capital gain.
 

Sale of Common Stock
 

A U.S. holder will generally recognize capital gain or loss on a sale or exchange of common stock. The holder’s gain or loss will equal the difference
between the proceeds received by the holder and the holder’s adjusted tax basis in the stock. The proceeds received by the holder will include the amount of any
cash and the fair market value of any other property received for the stock. The gain or loss recognized by a holder on a sale or exchange of stock will be long-
term capital gain or loss if the holder held the stock for more than one year.
 

Backup Withholding and Information Reporting
 

In general, information reporting requirements will apply to payments of principal, premium, if any, and interest on a note, payments of dividends on
Extreme Networks common stock, payments of the proceeds of the sale of a note and payments of the proceeds of the sale of Extreme Networks common stock,
and a 30.5% backup withholding tax may apply to such payments if the holder either (i) fails to demonstrate that the holder comes within certain exempt
categories of holders or (ii) fails to furnish or certify his correct taxpayer identification number to the payor in the manner required, is notified by the IRS that he
has failed to report payments of interest and dividends properly, or under certain circumstances, fails to certify that he has not been notified by the IRS that he is
subject to backup withholding for failure to report interest and dividend payments. Any amounts withheld under the backup withholding rules from a payment to
a holder will be allowed as a credit against such holder’s U.S. federal income tax and may entitle the holder to a refund, provided that the required information is
furnished to the IRS.
 
Special Tax Rules Applicable to Non-U.S. Holders
 

For purposes of the following discussion, interest, dividends and gain on the sale, exchange or other disposition of a note or common stock will be
considered to be “U.S. trade or business income” if such income or gain is (i) effectively connected with the conduct of a U.S. trade or business and (ii) in
the case of a treaty resident, attributable to a permanent establishment (or, in the case of an individual, a fixed base) in the United States.
 

Taxation of Interest
 

Generally any interest paid to a non-U.S. holder of a note that is not U.S. trade or business income will not be subject to U.S. tax if the interest qualifies as
“portfolio interest.” Generally interest on the notes will qualify as portfolio interest if (1) the non-U.S. holder does not actually or constructively own 10% or
more of the total voting power of all Extreme Networks voting stock and is not a “controlled foreign corporation” with respect to which Extreme Networks is a
“related person” within the meaning of the Code, (2) the beneficial owner, under
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penalty of perjury, certifies that the beneficial owner is not a U.S. person and such certificate provides the beneficial owner’s name and address and (3) the non-
U.S. holder is not a bank receiving interest on an extension of credit made pursuant to a loan agreement made in the ordinary course of its trade or business.
 

In general, a foreign corporation is a controlled foreign corporation if at least 50% of its stock is owned, directly or indirectly, by one or more U.S. persons
that each owns, directly or indirectly, at least 10% of the corporation’s voting stock.
 

The gross amount of payments of interest to a non-U.S. holder that do not qualify for the portfolio interest exemption and that are not U.S. trade or business
income will be subject to U.S. federal income tax at the rate of 30%, unless a U.S. income tax treaty applies to reduce or eliminate withholding. U.S. trade or
business income will be taxed at regular U.S. rates rather than the 30% gross rate. In the case of a non-U.S. holder that is a corporation, such U.S. trade or
business income may also be subject to the branch profits tax, which is generally imposed on a foreign corporation on the actual or deemed repatriation from the
United States of earnings and profits attributable to U.S. trade or business income, at a 30% rate. The branch profits tax may not apply, or may apply at a reduced
rate, if a recipient is a qualified resident of certain countries with which the United States has an income tax treaty. To claim the benefit of a tax treaty or to claim
exemption from withholding because the income is U.S. trade or business income, the non-U.S. holder must provide a properly executed Form W-8BEN or W-
8ECI, or such successor forms as the IRS designates, as applicable, prior to the payment of interest. These forms must be periodically updated. Under new
regulations which are effective with respect to payments made after December 31, 2000, a non-U.S. holder who is claiming the benefits of a treaty may be
required to obtain a U.S. taxpayer identification number, which may require providing certain documentary evidence issued by foreign governmental authorities
to prove residence in the foreign country. Certain special procedures are provided in such new regulations for payments through qualified intermediaries.
 

Sale, Exchange or Redemption of Notes
 

Except as described below and subject to the discussion concerning backup withholding, any gain realized by a non-U.S. holder on the sale, exchange or
redemption of a note generally will not be subject to U.S. federal income tax, unless (1) such gain is U.S. trade or business income, (2) subject to certain
exceptions, the non-U.S. holder is an individual who holds the note as a capital asset and is present in the United States for 183 days or more in the taxable year of
the disposition, (3) the non-U.S. holder is subject to tax pursuant to the provisions of U.S. tax law applicable to certain U.S. expatriates (including certain former
citizens or residents of the United States, or (4) in the case of the disposition of Extreme Networks common stock, Extreme Networks is a U.S. real property
holding corporation. Extreme Networks does not believe that it is currently a “United States real property holding corporation,” or that it will become one in the
future.
 

Conversion of the Notes
 

A non-U.S. holder generally will not be subject to U.S. federal income tax on the conversion of notes into Extreme Networks common stock, except with
respect to cash, if any, received in lieu of a fractional share or interest which does not qualify for the portfolio interest exemption, is not U.S. trade or business
income and has not been previously included in income. Cash received in lieu of a fractional share may give rise to gain that would be subject to the rules
described above for the sale of notes.
 

Dividends
 

Dividends paid to a non-U.S. holder on common stock received on conversion of a note will generally be subject to U.S. withholding tax at a 30% rate. The
withholding tax might not apply, however, or might apply at a reduced rate, under the terms of a tax treaty between the United States and the non-U.S. holder’s
country of residence. A non-U.S. holder must demonstrate its entitlement to treaty benefits by complying with certification requirements. Some of the common
means of meeting this requirement are described above under “Special Tax Rules Applicable to Non-U.S. Holders—Taxation of Interest.”
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Sale of Common Stock

 
Non-U.S. holders will generally not be subject to U.S. federal income tax on any gains realized on the sale, exchange, or other disposition of common stock.

This general rule, however, is subject to exceptions, some of which are described above under “Special Tax Rules Applicable to Non-U.S. Holders—Sale,
Exchange or Redemption of Notes.”
 

U.S. Federal Estate Tax
 

The estates of nonresident alien individuals are subject to U.S. federal estate tax on property with a U.S. situs. The notes will not be U.S. situs property as
long as interest on the notes paid immediately before the death of the holder would have qualified as portfolio interest, exempt from withholding tax as described
above under “Special Tax Rules Applicable to Non-U.S. Holders—Taxation of Interest.” Because Extreme Networks is a U.S. corporation, its common stock will
be U.S. situs property, and therefore will be included in the taxable estate of a nonresident alien decedent. The U.S. federal estate tax liability of the estate of a
nonresident alien may be affected by a tax treaty between the United States and the decedent’s country of residence.
 

Backup Withholding and Information Reporting
 

The Code and the Treasury regulations require those who make specified payments to report the payments to the IRS. The specified payments subject to
reporting include interest, dividends, and proceeds paid by brokers to their customers. The required information returns enable the IRS to determine whether the
recipient properly included the payments in income. This reporting regime is reinforced by “backup withholding” rules. These rules require the payors to
withhold tax from payments subject to information reporting if the recipient fails to adhere to the reporting structure by neglecting to provide his taxpayer
identification number to the payor, furnishing an incorrect identification number, or failing to report interest or dividends on his returns. The withholding tax rate
is currently 30.5%, and will be further reduced in stages thereafter, down to 28% beginning in 2006. The information reporting and backup withholding rules do
not apply to payments to corporations, whether domestic or foreign.
 

The information reporting and backup withholding rules do not apply to payments that are subject to the 30% withholding tax on dividends or interest paid
to nonresidents, or to payments that are exempt from that tax by application of a tax treaty or special exception. Therefore, payments to non-U.S. holders of
dividends on common stock, or interest on notes, will generally not be subject to information reporting or backup withholding. To avoid backup withholding on
dividends, a non-U.S. holder will have to certify its nonresident status.
 

Payments made to non-U.S. holders by a broker upon a sale of notes or common stock will not be subject to information reporting or backup withholding as
long as the non-U.S. holder certifies its foreign status.
 

Any amounts withheld from a payment to a holder of notes or common stock under the backup withholding rules can be credited against any U.S. federal
income tax liability of the holder, if any, or will be otherwise refundable provided that the required information is furnished to the Internal Revenue Service in a
timely manner.
 

THE PRECEDING DISCUSSION OF CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS IS FOR GENERAL INFORMATION ONLY. IT IS
NOT TAX ADVICE. EACH PROSPECTIVE INVESTOR SHOULD CONSULT ITS OWN TAX ADVISOR REGARDING THE PARTICULAR U.S.
FEDERAL, STATE, LOCAL, AND FOREIGN TAX CONSEQUENCES OF PURCHASING, HOLDING, AND DISPOSING OF EXTREME NETWORKS
NOTES OR COMMON STOCK, INCLUDING THE CONSEQUENCES OF ANY PROPOSED CHANGE IN APPLICABLE LAWS.
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SELLING SECURITYHOLDERS

 
The notes offered hereby were originally issued by us in a private placement in December 2001. The notes were resold by the initial purchasers to persons

reasonably believed by the initial purchasers to be “qualified institutional buyers,” as defined in Rule 144A under the Securities Act in transactions exempt from
the registration requirements of the Securities Act. The selling securityholders, which term includes the initial purchasers’ transferees, pledgees, donees or their
successors, may from time to time offer and sell pursuant to this prospectus any or all of the notes and common stock issued upon conversion of the notes.
 

The following table sets forth information, unless otherwise noted, as of February 25, 2002, with respect to the selling securityholders and the respective
principal amounts of notes and common stock beneficially owned by each selling securityholder that may be offered pursuant to this prospectus. Such information
has been obtained from the selling securityholders. Unless otherwise indicated, none of the selling securityholders has, or within the past three years has had, any
position, office, or other material relationship with us or any of our predecessors or affiliates. Because the selling securityholders may offer all or some portion of
the notes or the common stock issuable upon conversion of the notes pursuant to this prospectus, no estimate can be given as to the amount of the notes or the
common stock issuable upon conversion of the notes that will be held by the selling securityholders upon termination of any particular offering. In addition, the
selling securityholders identified below may have sold, transferred or otherwise disposed of all or a portion of their notes since the date on which they provided
the information regarding their notes in transactions exempt from the registration requirements of the Securities Act.
 

 
  

Principal Amount of Notes

   

Number of Shares of Common Stock

Selling Securityholder(1)

  

Beneficially Owned
and Offered
Hereby(1)

    

Percentage of
Notes

Outstanding

   

Beneficially
Owned(1)

(2)

   

Offered Hereby

    

Owned After the
Offering

Amaranth Securities LLC   $ 7,800,000.00    3.9%  372,226   372,226    0
Bancroft Convertible Fund, Inc.    500,000.00    *   23,861   23,861    0
Bank Austria Cayman Islands, Ltd.    7,630,000.00    3.8   364,114   364,114    0
Chrysler Corporation Master Retirement Trust    3,045,000.00    1.5   145,311   145,311    0
Conseco Fund Group-Convertible Securities Fund    250,000.00    *   11,930   11,930    0
Delta Air Lines Master Trust    810,000.00    *   38,654   38,654    0
Delta Pilots D&S Trust    410,000.00    *   19,566   19,566    0
Ellsworth Convertible Growth and Income Fund, Inc.    500,000.00    *   23,861   23,861    0
Goldman Sachs and Company    2,681,000.00    1.3   127,941   127,941    0
Grace Brothers Management, LLC    2,000,000.00    1.0   95,443   95,443    0
Grace Brothers, Ltd.    1,000,000.00    *   47,721   47,721    0
Granville Capital Corporation    2,500,000.00    1.3   119,303   119,303    0
Harris Insight Convertible Securities Fund    100,000.00    *   4,772   4,772    0
LDG Limited    1,000,000.00    *   47,721   47,721    0
Lincoln National Convertible Securities Fund    1,000,000.00    *   47,721   47,721    0
McMahan Securities Co, L.P.    50,000.00    *   2,386   2,386    0
Microsoft Corporation    1,040,000.00    *   49,630   49,630    0
Motion Picture Industry Health Plan- Active Member Fund    280,000.00    *   13,362   13,362    0
Motion Picture Industry-Retiree Member Fund    120,000.00    *   5,727   5,727    0
OCM Convertible Trust    1,770,000.00    *   84,467   84,467    0
Paloma Securities    5,200,000.00    2.6   248,151   248,151    0
Partner Reinsurance Company Ltd.    485,000.00    *   23,145   23,145    0
Pioneer High Yield Fund    1,000,000.00    *   47,721   47,721    0
Qwest Occupational Health Trust    110,000.00    *   5,249   5,249    0
Ramius Capital Group    1,000,000.00    *   47,721   47,721    0
RCG Halifax Master Fund, Ltd.    350,000.00    *   16,702   16,702    0
RCG Latitude Master Fund, Ltd.    3,270,000.00    1.6   156,049   156,049    0
RCG Multi Strategy, LP    750,000.00    *   35,791   35,791    0
Robertson Stephens    12,000,000.00    6.0   572,656   572,656    0
State Employees’ Retirement Fund of the State of Delaware    1,215,000.00    *   57,981   57,981    0
State of Connecticut Combined Investment Funds    2,550,000.00    1.3   121,689   121,689    0
TQA Master Plus Fund, Ltd.    1,250,000.00    *   59,652   59,652    0
TQA Master Plus Fund, Ltd.    2,000,000.00    1.0   95,443   95,443    0
UFJ Investments Asia Ltd.    1,000,000.00    *   47,721   47,721    0
Vanguard Convertible Securities Fund, Inc.    3,615,000.00    1.8   172,512   172,512    0
Zurich Institutional Benchmark Master Fund Ltd.    1,000,000.00    *   47,721   47,721    0
Any other selling security holder of notes or future transferee from any such

holder(3)    128,719,000.00    64.4   6,142,638(4)  6,142,638    0
TOTAL    200,000,000.00    100.0   9,544,260   9,544,260    0
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*  Less than 1%.
(1) Information concerning the selling securityholders may change from time to time. Any such changed information will be set forth in supplements to this

prospectus if and when necessary.
(2) Assumes a conversion price of $20.96 per share, and a cash payment in lieu of any fractional share interest. However, this conversion price will be subject to

adjustment as described under “Description of Notes—Conversion Rights.” As a result, the amount of common stock issuable upon conversion of the notes
may increase or decrease in the future.

(3) Information concerning other selling securityholders will be set forth in prospectus supplements from time to time, if required.
(4) Assumes that any other holders of notes or any future transferee from any such holder does not beneficially own any common stock other than the common

stock issuable upon conversion of the notes at the initial conversion rate.
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PLAN OF DISTRIBUTION

 
We will not receive any of the proceeds of the sale of the notes or the underlying common stock offered under this registration statement. The notes and the

underlying common stock may be sold from time to time to purchasers:
 
 • directly by the selling securityholders;
 

 
• through underwriters, broker-dealers or agents who may receive compensation in the form of discounts, concessions or commissions from the selling

securityholders or the purchasers of the notes and the underlying common stock.
 

The selling securityholders and any such broker-dealers or agents who participate in the distribution of the notes and the underlying common stock may be
deemed to be “underwriters.” As a result, any profits on the sale of the notes and underlying common stock by selling securityholders and any discounts,
commissions or concessions received by any such broker-dealers or agents might be deemed to be underwriting discounts and commissions under the Securities
Act. If the selling securityholders were to be deemed underwriters, the selling securityholders may be subject to certain statutory liabilities of, including, but not
limited to, Sections 11, 12 and 17 of the Securities Act and Rule 10b-5 under the Exchange Act.
 

If the notes and underlying common stock are sold through underwriters or broker-dealers, the selling securityholders will be responsible for underwriting
discounts or commissions or agent’s commissions.
 

The notes and underlying common stock may be sold in one or more transactions at:
 
 • fixed prices;
 
 • prevailing market prices at the time of sale;
 
 • varying prices determined at the time of sale; or
 
 • negotiated prices.
 

These sales may be effected in transactions:
 

 
• on any national securities exchange or quotation service on which the notes and underlying common stock may be listed or quoted at the time of the sale,

including the Nasdaq National Market in the case of the common stock;
 
 • in the over-the-counter market;
 
 • in transactions otherwise than on such exchanges or services or in the over-the-counter market; or
 
 • through the writing of options.
 

These transactions may include block transactions or crosses. Crosses are transactions in which the same broker acts as an agent on both sides of the trade.
 

In connection with sales of the notes and underlying common stock or otherwise, the selling securityholders may enter into hedging transactions with
broker-dealers. These broker-dealers may in turn engage in short sales of the notes and underlying common stock in the course of hedging their positions. The
selling securityholders may also sell the notes and underlying common stock short and deliver notes and underlying common stock to close out short positions, or
loan or pledge notes and underlying common stock to broker-dealers that in turn may sell the notes and underlying common stock.
 

To our knowledge, there are currently no plans, arrangement or understandings between any selling securityholders and any underwriter, broker-dealer or
agent regarding the sale of the notes and the underlying
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common stock by the selling securityholders. Selling securityholders may not sell any or all of the notes and the underlying common stock offered by them
pursuant to this prospectus. Any selling securityholder may instead transfer, devise or gift the notes and the underlying common stock by other means not
described in this prospectus. In addition, any notes or underlying common stock covered by this prospectus that qualify for sale pursuant to Rule 144 or Rule
144A of the Securities Act may be sold under Rule 144 or Rule 144A rather than pursuant to this prospectus.
 

Our common stock trades on the Nasdaq National Market under the symbol “EXTR.” We do not intend to apply for listing of the notes on any exchange or
for quotation through Nasdaq, therefore no assurance can be given as to the development of liquidity or any trading market for the notes. See “Risk Factors.”
 

The selling securityholders and any other person participating in such distribution will be subject to the Exchange Act. The Exchange Act rules include,
without limitation, Regulation M, which may limit the timing of purchases and sales of any of the notes and the underlying common stock by the selling
securityholders and any other such person. In addition, Regulation M of the Exchange Act may restrict the ability of any person engaged in the distribution of the
notes and the underlying common stock to engage in market-making activities with respect to the particular notes and the underlying common stock being
distributed for a period of up to five business days prior to the commencement of such distribution. This may affect the marketability of the notes and the
underlying common stock and the ability of any person or entity to engage in market-making activities with respect to the notes and the underlying common
stock.
 

Pursuant to the registration rights agreement filed as an exhibit to this registration statement, we and the selling securityholders will be indemnified by the
other against certain liabilities, including certain liabilities under the Securities Act or will be entitled to contribution in connection with these liabilities.
 

We have agreed to pay substantially all of the expenses incidental to the registration, offering and sale of the notes and underlying common stock to the
public other than commissions, fees and discounts of underwriters, brokers, dealers and agents.
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VALIDITY OF SECURITIES

 
The validity of the notes and the shares of common stock issued upon conversion of the notes will be passed upon for us by Gray Cary Ware & Freidenrich

LLP (“Gray Cary”), Palo Alto, California.
 

As of February 20, 2002 certain attorneys of Gray Cary (directly and indirectly) held approximately 20,578 shares of our common stock.
 

EXPERTS
 

Ernst & Young LLP, independent auditors, have audited our consolidated financial statements and schedule included in our annual report on Form 10-K for
the year ended June 30, 2001, as set forth in their report, which is incorporated by reference in this registration statement. Our financial statements and schedule,
as of June 30, 2001 and 2000 and for the three years in the period ended June 30, 2001, are incorporated by reference in reliance on Ernst & Young LLP’s report,
given on their authority as experts in accounting and auditing.
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PART II

 
INFORMATION NOT REQUIRED IN PROSPECTUS

 
Item 14.     Other Expenses of Issuance and Distribution.
 

The following table sets forth the fees and expenses in connection with the issuance and distribution of the securities being registered hereunder. Except for
the SEC registration fee, all amounts are estimates.
 
SEC registration fee   $ 18,400
Accounting fees and expenses   $ 33,000
Legal fees and expenses   $ 35,000
Printing and engraving expenses   $ 25,000
Trustee’s fees and expenses   $ 25,000
Miscellaneous expenses   $ 3,600
   

Total   $ 140,000
   
 
Item 15.     Indemnification of Directors and Officers.
 

Section 145 of the Delaware General Corporation Law (“DGCL”) permits indemnification of officers, directors and other corporate agents under certain
circumstances and subject to certain limitations. The registrant’s certificate of incorporation and bylaws provided that the registrant shall indemnify its directors,
officers, employees and agents to the full extent permitted by the DGCL, including in circumstances in which indemnification is otherwise discretionary under
such law. In addition, with the approval of the board of directors and the stockholders, the registrant has entered into separate indemnification agreements with its
directors, officers and certain employees which require the registrant, among other things, to indemnify them against certain liabilities which may arise by reason
of their status or service (other than liabilities arising from willful misconduct of a culpable nature) and to obtain directors’ and officers’ insurance, if available on
reasonable terms.
 

These indemnification provisions may be sufficiently broad to permit indemnification of the registrant’s officers, directors and other corporate agents for
liabilities (including reimbursement of expenses incurred) arising under the Securities Act of 1933, as amended.
 

At present, there is no pending litigation or proceeding involving a director, officer, employee or other agent of the registrant in which indemnification is
being sought nor is the registrant aware of any threatened litigation that may result in a claim for indemnification by any director, officer, employee or other agent
of the registrant.
 

The registrant has obtained liability insurance for the benefit of its directors and officers.
 
Item 16.     Exhibits and Financial Statement Schedules.
 
Exhibits:
 

Exhibit
Number

  

Description

3.4*   Amended and Restated Bylaws of the Company(1)

3.5*   Restated Certificate of Incorporation of the Company(2)

3.6*   Certificate of Amendment of Restated Certificate of Incorporation of the Company(3)

3.7*   Certificate of Designation of the Company(4)
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Exhibit
Number

  

Description

4.3
  

Indenture between the Company and State Street Bank and Trust Company of California, N.A., dated as of December 5, 2001
 

4.4

  

Registration Rights Agreement between the Company and the Initial Purchasers of the Company’s 3.5% Convertible Subordinated Notes, dated
as of December 5, 2001
 

5.1
  

Opinion of Gray Cary Ware & Freidenrich LLP
 

10.15

  

Purchase Agreement between the Company and the Initial Purchasers of the Company’s 3.5% Convertible Subordinated Notes, dated as of
November 29, 2001
 

12.1
  

Statements re: Computations of Ratios
 

23.1
  

Consent of Gray Cary Ware & Freidenrich LLP (contained in Exhibit 5.1)
 

23.2
  

Consent of Ernst & Young LLP, independent auditors
 

24.1
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Item 17.    Undertakings.
 

Insofar as indemnification by the registrant for liabilities arising under the Securities Act, as amended (the “Securities Act”) may be permitted to directors,
officers and controlling persons of the registrant pursuant to the provisions referenced in Item 15 of this registration statement or otherwise, the registrant has
been advised that in the opinion of the Securities and Exchange Commission (the “Commission”) such indemnification is against public policy as expressed in the
Securities Act, and is therefore unenforceable. In the event that a claim for indemnification against such liabilities (other than the payment by the registrant of
expenses incurred or paid by a director, officer, or controlling person of the registrant in the successful defense of any action, suit or proceeding) is asserted by
such director, officer or controlling person in connection with the securities being registered hereunder, the registrant will, unless in the opinion of its counsel the
matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is against public
policy as expressed in the Securities Act and will be governed by the final adjudication of such issue.
 

The undersigned registrant hereby undertakes that:
 

(1)  To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:
 

(i)  To include any prospectus required by section 10(a)(3) of the Securities Act;
 

(ii) To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the most recent post-effective
amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information set forth in the registration statement.
Notwithstanding the foregoing, any increase or decrease in volume of securities offered (if the total
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dollar value of securities offered would not exceed that which was registered) and any deviation from the low or high end of the estimated maximum
offering range may be reflected in the form of prospectus filed with the Commission pursuant to Rule 424(b) if, in the aggregate, the changes in volume
and price represent no more than a 20% change in the maximum aggregate offering price set forth in the “Calculation of Registration Fee” table in the
effective registration statement; and

 
(iii) To include any material information with respect to the plan of distribution not previously disclosed in the registration statement or any

material change to such information in the registration statement.
 

(2) That, for the purpose of determining any liability under the Securities Act, each such post-effective amendment shall be deemed to be a new
registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the initial bona fide
offering thereof.

 
(3) To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at the termination

of the offering.
 

The undersigned registrant hereby undertakes that:
 

(1) For purposes of determining any liability under the Securities Act, the information omitted from the form of prospectus filed as part of this
registration statement in reliance upon Rule 430A and contained in the form of prospectus filed by the registrant pursuant to Rule 424(b)(1) or (4) or 497(h)
under the Securities Act shall be deemed to be part of this registration statement as of the time it was declared effective; and

 
(2) For the purpose of determining any liability under the Securities Act, each post-effective amendment that contains a form of prospectus shall be

deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at the time shall be deemed to be the
initial bona fide offering thereof.
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SIGNATURES

 
Pursuant to the requirements of the Securities Act of 1933, the registrant certifies that it has reasonable grounds to believe that it meets all of the

requirements for filing on Form S-3 and has duly caused this registration statement to be signed on its behalf by the undersigned, thereunto duly
authorized in the City of Santa Clara, State of California on February 26, 2002.
 

EXTREME NETWORKS, INC.
 

By:
 

/s/    GORDON L. STITT        

  
Gordon L. Stitt

President and Chief Executive Officer
 

POWER OF ATTORNEY
 

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints Gordon L. Stitt and Howard L.
Covert, and each of them, as his true and lawful attorneys-in-fact and agents, with full power of substitution and resubstitution, for him and in his name, place and
stead, in any and all capacities, to sign any and all amendments (including post-effective amendments) to this registration statement on Form S-3, and to file the
same, with all exhibits thereto, and other documents in connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact
and agents, and each of them, full power and authority to do and perform each and every act and thing requisite and necessary to be done in connection therewith,
as fully to all intents and purposes as he might or could do in person, hereby ratifying and confirming all that said attorney-in-facts and agents, or either of them,
or their or his substitute or substitutes, may lawfully do or cause to be done by virtue hereof.
 

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following persons in the capacities and
on the dates indicated:
 

Name

  

Title

 

Date

/s/    GORDON L. STITT        

Gordon L. Stitt   

Chairman of the Board, President and Chief Executive Officer
(Principal Executive Officer)

 

February 26, 2002

/s/    HAROLD L. COVERT        

Harold L. Covert   

Vice President, Finance, Chief Financial Officer and Secretary
(Principal Financial and Accounting Officer)

 

February 26, 2002

/s/    CHARLES CARINALLI        

Charles Carinalli   

Director

 

February 26, 2002

/s/    PROMOD HAQUE        

Promod Haque   

Director

 

February 26, 2002
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Name

  

Title

 

Date

/s/    KEN LEVY        

Ken Levy   

Director

 

February 26, 2002

/s/    LAWRENCE ORR        

Lawrence Orr   

Director

 

February 26, 2002

/s/    PETER WOLKEN        

Peter Wolken   

Director

 

February 26, 2002
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     Indenture, dated as of December 5, 2001, between EXTREME NETWORKS, INC., a 
corporation duly organized and existing under the laws of the State of Delaware, 
having its principal office at 3585 Monroe Street, Santa Clara, California 95051 
(herein called the "Company"), and STATE STREET BANK AND TRUST COMPANY OF 
CALIFORNIA, N.A., a national banking association organized under the laws of the 
United States, as Trustee hereunder (herein called the "Trustee"). 
 
                             RECITALS OF THE COMPANY 
 
     The Company has duly authorized the creation of an issue of its 3.5% 
Convertible Subordinated Notes due December 1, 2006 (herein called the 
"Securities") of substantially the tenor and amount hereinafter set forth, and 
to provide therefor the Company has duly authorized the execution and delivery 
of this Indenture. 
 
     All things necessary to make the Securities, when the Securities are 
executed by the Company and authenticated and delivered hereunder, the valid 
obligations of the Company, and to make this Indenture a valid agreement of the 
Company, in accordance with their and its terms, have been done. Further, all 
things necessary to duly authorize the issuance of the Common Stock of the 
Company issuable upon the conversion of the Securities, and to duly reserve for 
issuance the number of shares of Common Stock issuable upon such conversion, 
have been done. 
 
                   NOW, THEREFORE, THIS INDENTURE WITNESSETH: 
 
     For and in consideration of the premises and the purchase of the Securities 
by the Holders thereof, it is mutually covenanted and agreed, for the equal and 
proportionate benefit of all Holders of the Securities, as follows: 
 
                                   ARTICLE I 
             DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION 
 
SECTION 1.1 Definitions. 
            ----------- 
 
     For all purposes of this Indenture, except as otherwise expressly provided 
or unless the context otherwise requires: 
 
     (1) the terms defined in this Article have the meanings assigned to them in 
this Article and include the plural as well as the singular; 
 
     (2) all accounting terms not otherwise defined herein have the meanings 
assigned to them in accordance with generally accepted accounting principles in 
the United States, and, except as otherwise herein expressly provided, the term 
"generally accepted accounting principles" with respect to any computation 
required or permitted hereunder shall mean such accounting principles as are 
generally accepted at the date of such computation; and 
 
     (3) the words "herein," "hereof" and "hereunder" and other words of similar 
import refer to this Indenture as a whole and not to any particular Article, 
Section or other subdivision. 
 



 
 
     "Act," when used with respect to any Holder of a Security, has the meaning 
specified in Section 1.4. 
 
     "Affiliate" of any specified Person means any other Person directly or 
indirectly controlling or controlled by or under direct or indirect common 
control with such specified Person. For the purposes of this definition, 
"control," when used with respect to any specified Person, means the power to 
direct the management and policies of such Person, directly or indirectly, 
whether through the ownership of voting securities, by contract or otherwise; 
and the terms "controlling" and "controlled" have meanings correlative to the 
foregoing. 
 
     "Agent Member" means any member of, or participant in, the Depositary. 
 
     "Applicable Procedures" means, with respect to any transfer or transaction 
involving a Global Security or beneficial interest therein, the rules and 
procedures of DTC or any successor Depository, in each case to the extent 
applicable to such transaction and as in effect from time to time. 
 
     "Authenticating Agent" means any Person authorized pursuant to Section 6.12 
to act on behalf of the Trustee to authenticate Securities. 
 
     "Board of Directors" means either the board of directors of the Company or 
any duly authorized committee of that board. 
 
     "Board Resolution" means a resolution duly adopted by the Board of 
Directors, a copy of which, certified by the Secretary or an Assistant Secretary 
of the Company to have been duly adopted by the Board of Directors and to be in 
full force and effect on the date of such certification, shall have been 
delivered to the Trustee. 
 
     "Business Day," when used with respect to any Place of Payment, Place of 
Conversion or any other place, as the case may be, means each Monday, Tuesday, 
Wednesday, Thursday and Friday which is not a day on which banking institutions 
in such Place of Payment, Place of Conversion or other place, as the case may 
be, are authorized or obligated by law or executive order to close. 
 
     "Change in Control" has the meaning specified in Section 14.4(2). 
 
     "Closing Price Per Share" means, with respect to the Common Stock, for any 
day, (i) the last reported sale price regular way on the Nasdaq National Market 
or, (ii) if the Common Stock is not quoted on the Nasdaq National Market, the 
last reported sale price regular way per share or, in case no such reported sale 
takes place on such day, the average of the reported closing bid and asked 
prices regular way, in either case, on the principal national securities 
exchange on which the Common Stock is listed or admitted to trading, or (iii) if 
the Common Stock is not quoted on the Nasdaq National Market or listed or 
admitted to trading on any national securities exchange, the average of the 
closing bid prices in the over-the-counter market as furnished by any New York 
Stock Exchange member firm selected from time to time by the Company for that 
purpose. 
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     "Code" has the meaning specified in Section 2.l. 
 
     "Commission" means the United States Securities and Exchange Commission, as 
from time to time constituted, created under the Exchange Act, or, if at any 
time after the execution of this instrument such Commission is not existing and 
performing the duties now assigned to it under the Trust Indenture Act, then the 
body performing such duties at such time. 
 
     "Common Stock" means the Common Stock, par value $0.001 per share, of the 
Company authorized at the date of this instrument as originally executed. 
Subject to the provisions of Section 12.11, shares issuable on conversion or 
repurchase of Securities shall include only shares of Common Stock or shares of 
any class or classes of common stock resulting from any reclassification or 
reclassifications thereof; provided, however, that if at any time there shall be 
more than one such resulting class, the shares so issuable on conversion of 
Securities shall include shares of all such classes, and the shares of each such 
class then so issuable shall be substantially in the proportion which the total 
number of shares of such class resulting from all such reclassifications bears 
to the total number of shares of all such classes resulting from all such 
reclassifications. 
 
     "common stock" includes any stock of any class of capital stock which has 
no preference in respect of dividends or of amounts payable in the event of any 
voluntary or involuntary liquidation, dissolution or winding up of the issuer 
thereof and which is not subject to redemption by the issuer thereof. 
 
     "Company" means the Person named as the "Company" in the first paragraph of 
this instrument until a successor Person shall have become such pursuant to the 
applicable provisions of this Indenture, and thereafter "Company" shall mean 
such successor Person. 
 
     "Company Notice" has the meaning specified in Section 14.3. 
 
     "Company Request" or "Company Order" means a written request or order 
signed in the name of the Company by (i) its Chairman of the Board, its Vice 
Chairman of the Board, its Chief Executive Officer, its President, an Executive 
Vice President or a Vice President, and by (ii) its principal financial officer, 
Treasurer, an Assistant Treasurer, its Secretary or an Assistant Secretary, and 
delivered to the Trustee. 
 
     "Constituent Person" has the meaning specified in Section 12.11. 
 
     "Conversion Agent" means any Person authorized by the Company to convert 
Securities in accordance with Article XII. The Company has initially appointed 
the Trustee as its Conversion Agent pursuant to Section 10.2 hereof. 
 
     "Conversion Price" has the meaning specified in Section 14.4(3). 
 
     "Conversion Rate" has the meaning specified in Section 12.1. 
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     "Corporate Trust Office" means the office of the Trustee at which at any 
particular time the trust created by this Indenture shall be principally 
administered (which at the date of this Indenture is located at 633 West 5th 
Street, 12th Floor, Los Angeles, California 90071, Attention: Corporate Trust 
Administration (Extreme Networks, Inc., 3.5% Convertible Subordinated Notes due 
December 1, 2006). 
 
     "corporation" means a corporation, company, association, joint-stock 
company or business trust. 
 
     "Defaulted Interest" has the meaning specified in Section 3.7. 
 
     "Depositary" means, with respect to any Securities (including any Global 
Securities), a clearing agency that is registered as such under the Exchange Act 
and is designated by the Company to act as Depositary for such Securities (or 
any successor securities clearing agency so registered). 
 
     "Designated Senior Debt" means the Company's obligations under any 
particular Senior Debt in which the instrument creating or evidencing the same 
or the assumption or guarantee thereof (or related agreements or documents to 
which the Company is a party) expressly provides that such Senior Debt shall be 
"Designated Senior Debt" for purposes of this Indenture; provided that such 
instrument, agreement or other document may place limitations and conditions on 
the right of such Senior Debt to exercise the rights of Designated Senior Debt. 
Notwithstanding the foregoing, for all purposes under this Indenture, all 
obligations of the Company under the Lease Agreement (Improvements), dated June 
1, 2001 (as subsequently amended), between the Company and BNP Leasing 
Corporation, and the Lease Agreement (Land), dated June 1, 2001 (as subsequently 
amended), between the Company and BNP Leasing Corporation, shall constitute 
Designated Senior Debt. 
 
     "Dollar" or "U.S.$" means a dollar or other equivalent unit in such coin or 
currency of the United States as at the time shall be legal tender for the 
payment of public and private debts. 
 
     "DTC" means The Depository Trust Company, a New York corporation. 
 
     "Effective Failure" has the meaning specified in Section 10.11. 
 
     "Effectiveness Period" has the meaning specified in Section 10.11. 
 
     "Event of Default" has the meaning specified in Section 5.1. 
 
     "Exchange Act" means the United States Securities Exchange Act of 1934 (or 
any successor statute), as amended from time to time. 
 
     "Global Security" means a Security that is registered in the Security 
Register in the name of a Depositary or a nominee thereof. 
 
     "Holder" means the Person in whose name the Security is registered in the 
Security Register. 
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     "Indenture" means this instrument as originally executed or as it may from 
time to time be supplemented or amended by one or more indentures supplemental 
hereto entered into pursuant to the applicable provisions hereof, including, for 
all purposes of this instrument and any such supplemental indenture, the 
provisions of the Trust Indenture Act that are deemed to be a part of and govern 
this instrument and any such supplemental indenture, respectively. 
 
     "Initial Purchasers" mean Goldman, Sachs & Co., Merrill Lynch, Pierce, 
Fenner & Smith Incorporated and Robertson Stephens, Inc. 
 
     "Interest Payment Date" means the Stated Maturity of an installment of 
interest on the Securities. 
 
     "Issue Date" means December 5, 2001. 
 
     "Liquidated Damages" has the meaning specified in Section 10.11. 
 
     "Maturity", when used with respect to any Security, means the date on which 
the principal of such Security becomes due and payable as therein or herein 
provided, whether at the Stated Maturity or by declaration of acceleration, call 
for redemption, exercise of the repurchase right set forth in Article XIV or 
otherwise. 
 
     "Non-electing Share" has the meaning specified in Section 12.11. 
 
     "Notice of Default" has the meaning specified in Section 5.1. 
 
     "Officers' Certificate" means a certificate signed by (i) the Chairman of 
the Board, a Vice Chairman of the Board, the Chief Executive Officer, the 
President, an Executive Vice President, a Senior Vice President or a Vice 
President and by (ii) the principal financial officer, the Treasurer, an 
Assistant Treasurer, the Secretary or an Assistant Secretary of the Company, and 
delivered to the Trustee. One of the Officers signing an Officers' Certificate 
given pursuant to Section 10.8 shall be the principal executive, financial or 
accounting officer of the Company. 
 
     "Opinion of Counsel" means a written opinion of counsel, who may be counsel 
for the Company and who shall be acceptable to the Trustee. 
 
     "Outstanding", when used with respect to Securities, means, as of the date 
of determination, all Securities theretofore authenticated and delivered under 
this Indenture, except: 
 
          (i)  Securities theretofore canceled by the Trustee or delivered to 
               the Trustee for cancellation; 
 
          (ii) Securities for the payment or redemption of which money in the 
               necessary amount has been theretofore deposited with the Trustee 
               or any Paying Agent (other than the Company) in trust or set 
               aside and segregated in trust by the Company (if the Company 
               shall act as its own Paying Agent) for the Holders 
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                of such Securities, provided that if such Securities are to be 
                redeemed, notice of such redemption has been duly given pursuant 
                to this Indenture or provision therefor satisfactory to the 
                Trustee has been made; 
 
          (iii) Securities which have been paid pursuant to Section 3.6 or in 
                exchange for or in lieu of which other Securities have been 
                authenticated and delivered pursuant to this Indenture, other 
                than any such Securities in respect of which there shall have 
                been presented to the Trustee proof satisfactory to it that such 
                Securities are held by a bona fide purchaser in whose hands such 
                Securities are valid obligations of the Company; and 
 
          (iv)  Securities converted into Common Stock pursuant to Article XII; 
 
provided, however, that in determining whether the Holders of the requisite 
principal amount of Outstanding Securities are present at a meeting of Holders 
of Securities for quorum purposes or have given any request, demand, 
authorization, direction, notice, consent or waiver hereunder, Securities owned 
by the Company or any other obligor upon the Securities or any Affiliate of the 
Company or such other obligor shall be disregarded and deemed not to be 
Outstanding, except that, in determining whether the Trustee shall be protected 
in relying upon any such determination as to the presence of a quorum or upon 
any such request, demand, authorization, direction, notice, consent or waiver, 
only Securities which a Responsible Officer of the Trustee has been notified in 
writing to be so owned shall be so disregarded. Securities so owned which have 
been pledged in good faith may be regarded as Outstanding if the pledgee is not 
the Company or any other obligor upon the Securities or any Affiliate of the 
Company or such other obligor, and the Trustee shall be protected in relying 
upon an Officer's Certificate to such effect. 
 
     "Paying Agent" means any Person authorized by the Company to pay the 
principal of or interest on any Securities on behalf of the Company and, except 
as otherwise specifically set forth herein, such term shall include the Company 
if it shall act as its own Paying Agent. The Company has initially appointed the 
Trustee as its Paying Agent pursuant to Section 10.2 hereof. 
 
     "Payment Blockage Notice" has the meaning specified in Section 13.2. 
 
     "Person" means any individual, corporation, limited liability company, 
partnership, joint venture, trust, estate, unincorporated organization or 
government or any agency or political subdivision thereof. 
 
     "Place of Conversion" has the meaning specified in Section 3.1. 
 
     "Place of Payment" has the meaning specified in Section 3.1. 
 
     "Predecessor Security" of any particular Security means every previous 
Security evidencing all or a portion of the same debt as that evidenced by such 
particular Security; and, for the purposes of this definition, any Security 
authenticated and delivered under Section 3.6 in exchange for or in 
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lieu of a mutilated, destroyed, lost or stolen Security shall be deemed to 
evidence the same debt as the mutilated, destroyed, lost or stolen Security. 
 
     "Purchase Agreement" means the Purchase Agreement, dated as of November 29, 
2001, between the Company and the Initial Purchasers, as such agreement may be 
amended from time to time. 
 
     "Qualified Institutional Buyer" shall mean a "qualified institutional 
buyer" as defined in Rule 144A. 
 
     "Press Release" means any press release issued by the Company and 
disseminated to Reuters Business News Services and Bloomberg News Services. 
 
     "Record Date" means any Regular Record Date or Special Record Date. 
 
     "Record Date Period" means the period from the close of business of any 
Regular Record Date next preceding any Interest Payment Date to the opening of 
business on such Interest Payment Date. 
 
     "Redemption Date," when used with respect to any Security to be redeemed, 
means the date fixed for such redemption by or pursuant to this Indenture. 
 
     "Redemption Price," when used with respect to any Security to be redeemed, 
means the price at which it is to be redeemed pursuant to this Indenture. 
 
     "Registrable Securities" has the meaning specified in Section 10.11. 
 
     "Registration Default" has the meaning specified in Section 2.2. 
 
     "Registration Rights Agreement" means the Registration Rights Agreement, 
dated as of December 5, 2001, between the Company and the Initial Purchasers, as 
such agreement may be amended from time to time. 
 
     "Regular Record Date" for interest payable in respect of any Security on 
any Interest Payment Date means the May 15 or November 15 (whether or not a 
Business Day), as the case may be, next preceding such Interest Payment Date. 
 
     "Representative" means the (a) indenture trustee or other trustee, agent or 
representative for any Senior Debt or (b) with respect to any Senior Debt that 
does not have any such trustee, agent or other representative, (i) in the case 
of such Senior Debt issued pursuant to an agreement providing for voting 
arrangements as among the holders or owners of such Senior Debt, any holder or 
owner of such Senior Debt acting with the consent of the required persons 
necessary to bind such holders or owners of such Senior Debt and (ii) in the 
case of all other such Senior Debt, the holder or owner of such Senior Debt. 
 
     "Repurchase Date" has the meaning specified in Section 14.1. 
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     "Repurchase Price" has the meaning specified in Section 14.1. 
 
     "Responsible Officer," when used with respect to the Trustee, means any 
officer within the Corporate Trust Office of the Trustee with direct 
responsibility for the administration of this Indenture and also means, with 
respect to a particular corporate trust matter, any other officer to whom such 
matter is referred because of his knowledge and familiarity with the particular 
subject. 
 
     "Restricted Global Security" has the meaning specified in Section 2.1. 
 
     "Restricted Securities" means all Securities required pursuant to Section 
3.5(3) to bear any Restricted Securities Legend. Such term includes the 
Restricted Global Security. 
 
     "Restricted Securities Legend" means, collectively, the legends 
substantially in the forms of the legends required in the form of Security set 
forth in Section 2.2 to be placed upon each Restricted Security. 
 
     "Rights Plan" has the meaning specified in Section 12.4(13). 
 
     "Rule 144" means Rule 144 under the Securities Act (or any successor 
provision), as it may be amended from time to time. 
 
     "Rule 144A" means Rule 144A under the Securities Act (or any successor 
provision), as it may be amended from time to time. 
 
     "Rule 144A Information" has the meaning specified in Section 10.9. 
 
     "Securities" has the meaning ascribed to it in the first paragraph under 
the caption "Recitals of the Company." 
 
     "Securities Act" means the United States Securities Act of 1933 (or any 
successor statute), as amended from time to time. 
 
     "Security Register" and "Security Registrar" have the respective meanings 
specified in Section 3.5. 
 
     "Senior Debt" means the principal of (and premium, if any) and interest 
(including all interest accruing subsequent to the commencement of any 
bankruptcy or similar proceeding, whether or not a claim for post-petition 
interest is allowable as a claim in any such proceeding) on, and all fees and 
other amounts payable or rent or other obligations, whether absolute or 
contingent, secured or unsecured, due or to become due, outstanding on the date 
of this Indenture or thereafter created, incurred or assumed in connection with 
any of the following: (a) any credit or loan agreement, note, bond, debenture or 
other written obligation of the Company, (b) all obligations of the Company for 
money borrowed, (c) any note or similar instrument issued by the Company in 
connection with the acquisition of any businesses, properties or assets of any 
kind, (d) the Company's leasing real or personal property (i) under leases, if 
all or a portion of the lessee's rental obligations are required to 
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be capitalized on the balance sheet of the lessee under generally accepted 
accounting principles or (ii) under leases, participation agreements, guarantees 
or similar documents entered into by the Company in connection with the leasing 
of real or personal property by the Company or any of the Subsidiaries which 
provides that the Company is contractually obligated to purchase or cause a 
third party to purchase the leased property for a fixed price or otherwise 
guarantee a residual value of leased property to the lessor or a third party, 
whether or not such lease is properly classified as a operating or capital lease 
in accordance with generally accepted accounting principles, (e) any interest 
rate and currency swaps, caps, floors, collars, hedge agreements, forward 
contracts or similar agreements or arrangements, (f) any letters of credit, 
bankers' acceptances and similar facilities, including reimbursement obligations 
with respect to the foregoing, (g) any deferred purchase price of property or 
services, (h) all obligations of the type referred to in clauses (a) through (g) 
above of another Person and any dividends of another Person, the payment of 
which, in either case, the Company has assumed or guaranteed, or for which the 
Company is responsible or liable, directly or indirectly, jointly or severally, 
as obligor, guarantor or otherwise, or which are secured by a lien on the 
Company's property, and (i) renewals, extensions, modifications, replacements, 
restatements and refundings of, or any indebtedness or obligation issued in 
exchange for, any such indebtedness or obligation described in clauses (a) 
through (h) of this paragraph; provided, however, that "Senior Debt" shall not 
include (x) the Securities, (y) any other indebtedness or obligation if the 
terms of such indebtedness or obligation (or the terms of the instrument under 
which or pursuant to which it is issued) expressly provide that such 
indebtedness or obligation is not superior in right of payment to the Securities 
or (z) any trade accounts payable or accrued liabilities arising in the ordinary 
course of business. 
 
     "Shelf Registration Statement" has the meaning specified in Section 10.11. 
 
     "Special Record Date" for the payment of any Defaulted Interest means a 
date fixed by the Company pursuant to Section 3.7. 
 
     "Stated Maturity," when used with respect to any Security or any 
installment of interest thereon, means the date specified in such Security as 
the fixed date on which the principal of such Security or such installment of 
interest is due and payable. 
 
     "Subsidiary" means a corporation more than 50% of the outstanding voting 
stock of which is owned, directly or indirectly, by the Company or by one or 
more other Subsidiaries, or by the Company and one or more other Subsidiaries. 
For the purposes of this definition, "voting stock" means stock or other similar 
interests in the corporation which ordinarily has or have voting power for the 
election of directors, or persons performing similar functions, whether at all 
times or only so long as no senior class of stock or other interests has or have 
such voting power by reason of any contingency. 
 
     "Successor Security" of any particular Security means every Security issued 
after, and evidencing all or a portion of the same debt as that evidenced by, 
such particular Security; and, for the purposes of this definition, any Security 
authenticated and delivered under Section 3.6 in exchange for or in lieu of a 
mutilated, destroyed, lost or stolen Security shall be deemed to evidence the 
same debt as the mutilated, destroyed, lost or stolen Security. 
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     "Surrender Certificate" means a certificate substantially in the form set 
forth in Annex B. 
 
     "Trading Day" means (i) if the Common Stock is quoted on the Nasdaq 
National Market or any other system of automated dissemination of quotations of 
securities prices, days on which trades may be effected through such system, 
(ii) if the Common Stock is listed or admitted for trading on any national or 
regional securities exchange, days on which such national or regional securities 
exchange is open for business, or (iii) if the Common Stock is not listed on a 
national or regional securities exchange or quoted on the Nasdaq National Market 
or any other system of automated dissemination of quotation of securities 
prices, days on which the Common Stock is traded regular way in the 
over-the-counter market and for which a closing bid and a closing asked price 
for the Common Stock are available. 
 
     "Trust Indenture Act" means the Trust Indenture Act of 1939, and the rules 
and regulations thereunder, as in force at the date as of which this instrument 
was executed, provided, however, that in the event the Trust Indenture Act of 
1939 is amended after such date, "Trust Indenture Act" means, to the extent 
required by any such amendment, the Trust Indenture Act of 1939, and the rules 
and regulations thereunder, as so amended. 
 
     "Trustee" means the Person named as the "Trustee" in the first paragraph of 
this instrument until a successor Trustee shall have become such pursuant to the 
applicable provisions of this Indenture, and thereafter "Trustee" shall mean 
such successor Trustee. 
 
     "United States" means the United States of America (including the States 
and the District of Columbia), its territories, its possessions and other areas 
subject to its jurisdiction (its "possessions" including Puerto Rico, the U.S. 
Virgin Islands, Guam, American Samoa, Wake Island and the Northern Mariana 
Islands). 
 
     "Unrestricted Securities Certificate" means a certificate substantially in 
the form set forth in Annex A. 
 
SECTION 1.2 Compliance Certificates And Opinions. 
            ------------------------------------ 
 
     Upon any application or request by the Company to the Trustee to take any 
action under any provision of this Indenture, the Company shall furnish to the 
Trustee an Officers' Certificate stating that all conditions precedent, if any, 
provided for in this Indenture relating to the proposed action have been 
complied with and an Opinion of Counsel stating that in the opinion of such 
counsel all such conditions precedent, if any, have been complied with, except 
that in the case of any such application or request as to which the furnishing 
of such documents is specifically required by any provision of this Indenture 
relating to such particular application or request, no additional certificate or 
opinion need be furnished. 
 
     Every certificate or opinion with respect to compliance with a condition or 
covenant provided for in this Indenture (including certificates provided for in 
Section 10.8) shall include: 
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     (1) a statement that each individual signing such certificate or opinion 
has read such covenant or condition and the definitions herein relating thereto; 
 
     (2) a brief statement as to the nature and scope of the examination or 
investigation upon which the statements or opinions contained in such 
certificate or opinion are based; 
 
     (3) a statement that, in the opinion of such individual, he has made such 
examination or investigation as is necessary to enable him to express an 
informed opinion as to whether or not such covenant or condition has been 
complied with; and 
 
     (4) a statement as to whether, in the opinion of each such individual, such 
condition or covenant has been complied with. SECTION 1.3 Form of Documents 
Delivered to the Trustee. 
 
SECTION 1.3 Form of Documents Delivered to the Trustee. 
            ------------------------------------------ 
 
     In any case where several matters are required to be certified by, or 
covered by an opinion of, any specified Person, it is not necessary that all 
such matters be certified by, or covered by the opinion of, only one such 
Person, or that they be so certified or covered by only one document, but one 
such Person may certify or give an opinion with respect to some matters and one 
or more other such Persons as to other matters, and any such Person may certify 
or give an opinion as to such matters in one or several documents. 
 
     Any certificate or opinion of an officer of the Company may be based, 
insofar as it relates to legal matters, upon a certificate or opinion of, or 
representations by, counsel, unless such officer knows, or in the exercise of 
reasonable care should know, that the certificate or opinion or representations 
with respect to the matters upon which such certificate or opinion is based are 
erroneous. Any such certificate or opinion of counsel may be based, insofar as 
it relates to factual matters, upon a certificate or opinion of, or 
representations by, an officer or officers of the Company or any other Person 
stating that the information with respect to such factual matters is in the 
possession of the Company or such other Person, unless such counsel knows, or in 
the exercise of reasonable care should know, that the certificate or opinion or 
representations with respect to such matters are erroneous. 
 
     Where any Person is required to make, give or execute two or more 
applications, requests, consents, certificates, statements, opinions or other 
instruments under this Indenture, they may, but need not, be consolidated and 
form one instrument. 
 
SECTION 1.4 Acts of Holders of Securities. 
            ----------------------------- 
 
     (1) Any request, demand, authorization, direction, notice, consent, waiver 
or other action provided or permitted by this Indenture to be given or taken by 
Holders of Securities may be embodied in and evidenced by (A) one or more 
instruments of substantially similar tenor signed by such Holders in person or 
by an agent or proxy duly appointed in writing by such Holders or (B) the record 
of Holders of Securities voting in favor thereof, either in person or by proxies 
duly appointed in writing, at any meeting of Holders of Securities duly called 
and held in accordance with the 
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provisions of Article IX. Such action shall become effective when such 
instrument or instruments or record is delivered to the Trustee and, where it is 
hereby expressly required, to the Company. The Trustee shall promptly deliver to 
the Company copies of all such instruments and records delivered to the Trustee. 
Such instrument or instruments and records (and the action embodied therein and 
evidenced thereby) are herein sometimes referred to as the "Act" of the Holders 
of Securities signing such instrument or instruments and so voting at such 
meeting. Proof of execution of any such instrument or of a writing appointing 
any such agent or proxy, or of the holding by any Person of a Security, shall be 
sufficient for any purpose of this Indenture and (subject to Section 6.1) 
conclusive in favor of the Trustee and the Company if made in the manner 
provided in this Section. The record of any meeting of Holders of Securities 
shall be proved in the manner provided in Section 9.6. 
 
     (2) The fact and date of the execution by any Person of any such instrument 
or writing may be proved by the affidavit of a witness of such execution or by a 
certificate of a notary public or other officer authorized by law to take 
acknowledgments of deeds, certifying that the individual signing such instrument 
or writing acknowledged to him the execution thereof. Where such execution is by 
a signer acting in a capacity other than his individual capacity, such 
certificate or affidavit shall also constitute sufficient proof of his 
authority. 
 
     (3) The principal amount and serial number of any Security held by any 
Person, and the date of his holding the same, shall be proved by the Security 
Register. 
 
     (4) The fact and date of execution of any such instrument or writing and 
the authority of the Person executing the same may also be proved in any other 
manner which the Trustee deems sufficient; and the Trustee may in any instance 
require further proof with respect to any of the matters referred to in this 
Section 1.4. 
 
     (5) The Company may set any day as the record date for the purpose of 
determining the Holders entitled to give or take any request, demand, 
authorization, direction, notice, consent, waiver or other action, or to vote on 
any action, authorized or permitted by this Indenture to be given or taken by 
Holders. Promptly and in any case not later than ten days after setting a record 
date, the Company shall notify the Trustee and the Holders of such record date. 
If not set by the Company prior to the first solicitation of a Holder made by 
any Person in respect of any such action, or, in the case of any such vote, 
prior to such vote, the record date for any such action or vote shall be the 
30th day (or, if later, the date of the most recent list of Holders required to 
be provided pursuant to Section 15.1) prior to such first solicitation or vote, 
as the case may be. With regard to any record date, the Holders on such date (or 
their duly appointed agents or proxies), and only such Persons, shall be 
entitled to give or take, or vote on, the relevant action, whether or not such 
Holders remain Holders after such record date. Notwithstanding the foregoing, 
the Company shall not set a record date for, and the provisions of this 
paragraph shall not apply with respect to, any notice, declaration or direction 
referred to in the next paragraph. 
 
     Upon receipt by the Trustee from any Holder of (i) any notice of default or 
breach referred to in Section 5.1(5), if such default or breach has occurred and 
is continuing and the Trustee shall not have given such a notice to the Company, 
(ii) any declaration of acceleration referred to in Section 5.2, if an Event of 
Default has occurred and is continuing and the Trustee shall not have 
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given such a declaration to the Company, or (iii) any direction referred to in 
Section 5.12, if the Trustee shall not have taken the action specified in such 
direction, then, with respect to clauses (ii) and (iii), a record date shall 
automatically and without any action by the Company or the Trustee be set for 
determining the Holders entitled to join in such declaration or direction, which 
record date shall be the close of business on the tenth day (or, if such day is 
not a Business Day, the first Business Day thereafter) following the day on 
which the Trustee receives such declaration or direction, and, with respect to 
clause (i), the Trustee may set any day as a record date for the purpose of 
determining the Holders entitled to join in such notice of default. Promptly 
after such receipt by the Trustee of any such declaration or direction referred 
to in clause (ii) or (iii), and promptly after setting any record date with 
respect to clause (i), and as soon as practicable thereafter, the Trustee shall 
notify the Company and the Holders of any such record date so fixed. The Holders 
on such record date (or their duly appointed agents or proxies), and only such 
Persons, shall be entitled to join in such notice, declaration or direction, 
whether or not such Holders remain Holders after such record date; provided 
that, unless such notice, declaration or direction shall have become effective 
by virtue of Holders of the requisite principal amount of Securities on such 
record date (or their duly appointed agents or proxies) having joined therein on 
or prior to the 90th day after such record date, such notice, declaration or 
direction shall automatically and without any action by any Person be canceled 
and of no further effect. Nothing in this paragraph shall be construed to 
prevent a Holder (or a duly appointed agent or proxy thereof) from giving, 
before or after the expiration of such 90-day period, a notice, declaration or 
direction contrary to or different from, or, after the expiration of such 
period, identical to, the notice, declaration or direction to which such record 
date relates, in which event a new record date in respect thereof shall be set 
pursuant to this paragraph. In addition, nothing in this paragraph shall be 
construed to render ineffective any notice, declaration or direction of the type 
referred to in this paragraph given at any time to the Trustee and the Company 
by Holders (or their duly appointed agents or proxies) of the requisite 
principal amount of Securities on the date such notice, declaration or direction 
is so given. 
 
     (6) Except as provided in Sections 5.12 and 5.13, any request, demand, 
authorization, direction, notice, consent, election, waiver or other Act of the 
Holder of any Security shall bind every future Holder of the same Security and 
the Holder of every Security issued upon the registration of transfer thereof or 
in exchange therefor or in lieu thereof in respect of anything done, omitted or 
suffered to be done by the Trustee or the Company in reliance thereon, whether 
or not notation of such action is made upon such Security. 
 
     (7) The provisions of this Section 1.4 are subject to the provisions of 
Section 9.5. 
 
SECTION 1.5 Notices, Etc to the Trustee and Company. 
            --------------------------------------- 
 
     Any request, demand, authorization, direction, notice, consent, election, 
waiver or other Act of Holders of Securities or other document provided or 
permitted by this Indenture to be made upon, given or furnished to, or filed 
with, 
 
     (1) the Trustee by any Holder of Securities or by the Company shall be 
sufficient for every purpose hereunder if made, given, furnished or filed in 
writing to or with a Responsible Officer of the Trustee and received at its 
Corporate Trust Office, Attention: Corporate Trust 
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Administration (Extreme Networks, Inc., 3.5% Convertible Subordinated Notes due 
December 1, 2006). 
 
     (2) the Company by the Trustee or by any Holder of Securities shall be 
sufficient for every purpose hereunder (unless otherwise herein expressly 
provided) if in writing, mailed, first-class postage prepaid, or telecopied and 
confirmed by mail, first-class postage prepaid, or delivered by hand or 
overnight courier, addressed to the Company at 3585 Monroe Street, Santa Clara, 
California 95051, Attention: Chief Financial Officer, or at any other address 
previously furnished in writing to the Trustee by the Company. 
 
SECTION 1.6 Notice to Holders of Securities; Waiver. 
            --------------------------------------- 
     Except as otherwise expressly provided herein, where this Indenture 
provides for notice to Holders of Securities of any event, such notice shall be 
sufficiently given to Holders if in writing and mailed, first-class postage 
prepaid or delivered by an overnight delivery service, to each Holder of a 
Security affected by such event, at the address of such Holder as it appears in 
the Security Register, not earlier than the earliest date and not later than the 
latest date prescribed for the giving of such notice. 
 
     Neither the failure to mail such notice, nor any defect in any notice so 
mailed, to any particular Holder of a Security shall affect the sufficiency of 
such notice with respect to other Holders of Securities. In case by reason of 
the suspension of regular mail service or by reason of any other cause it shall 
be impracticable to give such notice by mail, then such notification to Holders 
of Securities as shall be made with the approval of the Trustee, which approval 
shall not be unreasonably withheld, shall constitute a sufficient notification 
to such Holders for every purpose hereunder. 
 
     Such notice shall be deemed to have been given when such notice is mailed. 
 
     Where this Indenture provides for notice in any manner, such notice may be 
waived in writing by the Person entitled to receive such notice, either before 
or after the event, and such waiver shall be the equivalent of such notice. 
Waivers of notice by Holders of Securities shall be filed with the Trustee, but 
such filing shall not be a condition precedent to the validity of any action 
taken in reliance upon such waiver. 
 
SECTION 1.7 Effect of Headings and Table of Contents. 
            ---------------------------------------- 
 
     The Article and Section headings herein and the Table of Contents are for 
convenience only and shall not affect the construction hereof. 
 
SECTION 1.8 Successors and Assigns. 
            ---------------------- 
 
     All covenants and agreements in this Indenture by the Company shall bind 
its successors and assigns, whether so expressed or not. 
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SECTION 1.9  Separability Clause. 
             ------------------- 
 
     In case any provision in this Indenture or the Securities shall be invalid, 
illegal or unenforceable, the validity, legality and enforceability of the 
remaining provisions shall not in any way be affected or impaired thereby. 
 
SECTION 1.10 Benefits of Indenture. 
             --------------------- 
     Except as provided in the next sentence, nothing in this Indenture or in 
the Securities, express or implied, shall give to any Person, other than the 
parties hereto and their successors and assigns hereunder and the Holders of 
Securities, any benefit or legal or equitable right, remedy or claim under this 
Indenture. The provisions of Article XIII are intended to be for the benefit of, 
and shall be enforceable directly by, the holders of Senior Debt. 
 
SECTION 1.11 Governing Law. 
             ------------- 
 
     THIS INDENTURE AND THE SECURITIES SHALL BE GOVERNED BY AND CONSTRUED IN 
ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK, THE UNITED STATES OF AMERICA. 
 
SECTION 1.12 Legal Holidays. 
             -------------- 
 
     In any case where any Interest Payment Date, Redemption Date, Repurchase 
Date or Stated Maturity of any Security or the last day on which a Holder of a 
Security has a right to convert his Security shall not be a Business Day at a 
Place of Payment or Place of Conversion, as the case may be, then 
(notwithstanding any other provision of this Indenture or of the Securities) 
payment of principal of, premium, if any, or interest on, or the payment of the 
Redemption Price or Repurchase Price (whether the same is payable in cash or in 
shares of Common Stock in the case of the Repurchase Price) with respect to, or 
delivery for conversion of, such Security need not be made at such Place of 
Payment or Place of Conversion, as the case may be, on or by such day, but may 
be made on or by the next succeeding Business Day at such Place of Payment or 
Place of Conversion, as the case may be, with the same force and effect as if 
made on the Interest Payment Date, Redemption Date or Repurchase Date, or at the 
Stated Maturity or by such last day for conversion; provided, however, that in 
the case that payment is made on such succeeding Business Day, no interest shall 
accrue on the amount so payable for the period from and after such Interest 
Payment Date, Redemption Date, Repurchase Date, Stated Maturity or last day for 
conversion, as the case may be. 
 
SECTION 1.13 Conflict With Trust Indenture Act. 
             --------------------------------- 
 
     If any provision hereof limits, qualifies or conflicts with a provision of 
the Trust Indenture Act that is required under such Act to be a part of and 
govern this Indenture, the latter provision shall control. If any provision of 
this Indenture modifies or excludes any provision of the Trust Indenture Act 
that may be so modified or excluded, the latter provision shall be deemed to 
apply to this Indenture as so modified or to be excluded, as the case may be. 
Until such time as this Indenture 
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shall be qualified under the Trust Indenture Act, this Indenture, the Company 
and the Trustee shall be deemed for all purposes hereof to be subject to and 
governed by the Trust Indenture Act to the same extent as would be the case if 
this Indenture were so qualified on the date hereof. 
 
                                   ARTICLE II 
                                 SECURITY FORMS 
 
SECTION 2.1 Form Generally. 
            -------------- 
     The Securities shall be in substantially the form set forth in this 
Article, with such appropriate insertions, omissions, substitutions and other 
variations as are required or permitted by this Indenture, and may have such 
letters, numbers or other marks of identification and such legends or 
endorsements placed thereon as may be required to comply with the rules of any 
securities exchange, the Internal Revenue Code of 1986, as amended, and 
regulations thereunder (the "Code"), or as may, consistent herewith, be 
determined by the officers executing such Securities, as evidenced by their 
execution thereof. All Securities shall be in fully registered form. 
 
     The Trustee's certificates of authentication shall be in substantially the 
form set forth in Section 2.3. 
 
     Conversion notices shall be in substantially the form set forth in Section 
2.4. 
 
     Repurchase notices shall be substantially in the form set forth in Section 
2.2. 
 
     The Securities shall be printed, lithographed, typewritten or engraved or 
produced by any combination of these methods or may be produced in any other 
manner permitted by the rules of any automated quotation system or securities 
exchange (including on steel engraved borders if so required by any securities 
exchange upon which the Securities may be listed) on which the Securities may be 
quoted or listed, as the case may be, all as determined by the officers 
executing such Securities, as evidenced by their execution thereof. 
 
     Upon their original issuance, Securities issued as contemplated by the 
Purchase Agreement to Qualified Institutional Buyers in reliance on Rule 144A 
shall be issued in the form of one or more Global Securities in definitive, 
fully registered form without interest coupons and bearing the Restricted 
Securities Legend. Such Global Security shall be registered in the name of DTC, 
as Depositary, or its nominee and deposited with the Trustee, as custodian for 
DTC, for credit by DTC to the respective accounts of beneficial owners of the 
Securities represented thereby (or such other accounts as they may direct). Such 
Global Security, together with its Successor Securities which are Global 
Securities, are collectively herein called the "Restricted Global Security". 
 
                                      -16- 
 



 
 
SECTION 2.2 Form of Security. 
            ---------------- 
 
                                 [FORM OF FACE] 
 
     [THE FOLLOWING LEGEND (THE "RESTRICTED SECURITIES LEGEND") SHALL APPEAR ON 
THE FACE OF EACH RESTRICTED SECURITY: 
 
THIS NOTE AND ANY COMMON STOCK ISSUABLE UPON THE CONVERSION OF THIS NOTE HAVE 
NOT BEEN REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE 
"SECURITIES ACT"), AND MAY NOT BE SOLD OR OTHERWISE TRANSFERRED IN THE ABSENCE 
OF SUCH REGISTRATION OR AN APPLICABLE EXEMPTION THEREFROM. EACH PURCHASER OF 
THIS NOTE IS HEREBY NOTIFIED THAT THE SELLER OF THIS NOTE MAY BE RELYING ON THE 
EXEMPTION FROM THE PROVISIONS OF SECTION 5 OF THE SECURITIES ACT PROVIDED BY 
RULE 144A THEREUNDER. 
 
THIS NOTE AND ANY COMMON STOCK ISSUABLE UPON CONVERSION OF THIS NOTE MAY NOT BE 
OFFERED, SOLD, PLEDGED OR OTHERWISE TRANSFERRED EXCEPT (A) (1) TO A PERSON WHO 
THE TRANSFEROR REASONABLY BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE 
MEANING OF RULE 144A UNDER THE SECURITIES ACT ACQUIRING FOR ITS OWN ACCOUNT OR 
THE ACCOUNT OF A QUALIFIED INSTITUTIONAL BUYER IN A TRANSACTION MEETING THE 
REQUIREMENTS OF RULE 144A, (2) PURSUANT TO AN EXEMPTION FROM REGISTRATION UNDER 
THE SECURITIES ACT PROVIDED BY RULE 144 THEREUNDER (IF AVAILABLE), (3) TO AN 
INSTITUTIONAL INVESTOR THAT IS AN "ACCREDITED INVESTOR" WITHIN THE MEANING OF 
RULE 501(A)(1), (2), (3) OR (7) OF REGULATION D UNDER THE SECURITIES ACT 
PURSUANT TO AN EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT (IF 
AVAILABLE) OR (4) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE 
SECURITIES ACT, AND (B) IN ACCORDANCE WITH ALL APPLICABLE SECURITIES LAWS OF THE 
STATES OF THE UNITED STATES AND OTHER JURISDICTIONS. 
 
THIS NOTE, ANY SHARES OF COMMON STOCK ISSUABLE UPON ITS CONVERSION AND ANY 
RELATED DOCUMENTATION MAY BE AMENDED OR SUPPLEMENTED FROM TIME TO TIME TO MODIFY 
THE RESTRICTIONS ON RESALES AND OTHER TRANSFERS OF THIS NOTE AND ANY SUCH SHARES 
TO REFLECT ANY CHANGE IN APPLICABLE LAW OR REGULATION (OR THE INTERPRETATION 
THEREOF) OR IN PRACTICES RELATING TO THE RESALE OR TRANSFER OF RESTRICTED 
SECURITIES GENERALLY. THE HOLDER OF THIS NOTE AND ANY SUCH SHARES SHALL BE 
DEEMED BY THE ACCEPTANCE OF THIS NOTE AND ANY SUCH SHARES TO HAVE AGREED TO ANY 
SUCH AMENDMENT OR SUPPLEMENT.] 
 
     [THE FOLLOWING LEGEND SHALL APPEAR ON THE FACE OF EACH GLOBAL SECURITY: 
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THIS SECURITY IS A GLOBAL SECURITY WITHIN THE MEANING OF THE INDENTURE 
HEREINAFTER REFERRED TO AND IS REGISTERED IN THE NAME OF THE DEPOSITARY OR A 
NOMINEE OF THE DEPOSITARY, WHICH MAY BE TREATED BY THE COMPANY, THE TRUSTEE AND 
ANY AGENT THEREOF AS OWNER AND HOLDER OF THIS SECURITY FOR ALL PURPOSES. 
 
UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF THE 
DEPOSITORY TRUST COMPANY, A NEW YORK CORPORATION ("DTC"), TO THE COMPANY OR ITS 
AGENT FOR REGISTRATION OF TRANSFER, EXCHANGE OR PAYMENT, AND ANY CERTIFICATE 
ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH OTHER NAME AS IS 
REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC (AND ANY PAYMENT IS MADE TO 
CEDE & CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AN AUTHORIZED 
REPRESENTATIVE OF DTC), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR 
OTHERWISE BY OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER 
HEREOF, CEDE & CO., HAS AN INTEREST HEREIN. 
 
UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE OR IN PART FOR SECURITIES IN 
DEFINITIVE REGISTERED FORM IN THE LIMITED CIRCUMSTANCES REFERRED TO IN THE 
INDENTURE, THIS GLOBAL SECURITY MAY NOT BE TRANSFERRED EXCEPT AS A WHOLE BY THE 
DEPOSITARY TO A NOMINEE OF THE DEPOSITARY OR BY A NOMINEE OF THE DEPOSITARY TO 
THE DEPOSITARY OR ANOTHER NOMINEE OF THE DEPOSITARY OR BY THE DEPOSITARY OR ANY 
SUCH NOMINEE TO A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSOR 
DEPOSITARY.] 
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                             EXTREME NETWORKS, INC., 
 
             3.5% CONVERTIBLE SUBORDINATED NOTE DUE DECEMBER 1, 2006 
 
No.____________                                                    $____________ 
 
CUSIP NO. 30226DAA4 
 
     EXTREME NETWORKS, INC., a corporation duly organized and existing under the 
laws of the State of Delaware (herein called the "Company", which term includes 
any successor Person under the Indenture referred to on the reverse hereof), for 
value received, hereby promises to pay to _________________, or registered 
assigns, the principal sum of ________ United States Dollars (U.S.$______ ) [if 
this Security is a Global Security, then insert -- (which principal amount may 
from time to time be increased or decreased to such other principal amounts 
(which, taken together with the principal amounts of all other Outstanding 
Securities, shall not exceed $200,000,000) by adjustments made on the records of 
the Trustee hereinafter referred to in accordance with the Indenture)] on 
December 1, 2006 and to pay interest thereon, from December 5, 2001, or from the 
most recent Interest Payment Date (as defined below) to which interest has been 
paid or duly provided for, semi-annually in arrears on June 1 and December 1 in 
each year (each, an "Interest Payment Date"), commencing June 1, 2002, at the 
rate of 3.5% per annum, until the principal hereof is due, and at the rate of 
3.5% per annum on any overdue principal and premium, if any, and, to the extent 
permitted by law, on any overdue interest. The interest so payable, and 
punctually paid or duly provided for, on any Interest Payment Date will, as 
provided in the Indenture, be paid to the Person in whose name this Security (or 
one or more Predecessor Securities) is registered at the close of business on 
the Regular Record Date for such interest, which shall be the May 15 or November 
15 (whether or not a Business Day), as the case may be, next preceding such 
Interest Payment Date. Except as otherwise provided in the Indenture, any such 
interest not so punctually paid or duly provided for will forthwith cease to be 
payable to the Holder on such Regular Record Date and may either be paid to the 
Person in whose name this Security (or one or more Predecessor Securities) is 
registered at the close of business on a Special Record Date for the payment of 
such Defaulted Interest to be fixed by the Company, notice whereof shall be 
given to Holders of Securities not less than 10 days prior to the Special Record 
Date, or be paid at any time in any other lawful manner not inconsistent with 
the requirements of any automated quotation system or securities exchange on 
which the Securities may be quoted or listed, and upon such notice as may be 
required by such exchange, all as more fully provided in the Indenture. Payments 
of principal shall be made upon the surrender of this Security at the option of 
the Holder at the Corporate Trust Office of the Trustee, or at such other office 
or agency of the Company as may be designated by it for such purpose in the 
Borough of Manhattan, The City of New York, in such lawful monies of the United 
States of America as at the time of payment shall be legal tender for the 
payment of public and private debts, or at such other offices or agencies as the 
Company may designate, by United States Dollar check drawn on, or wire transfer 
to, a United States Dollar account (such a transfer to be made only to a Holder 
of an aggregate principal amount of Securities in excess of U.S.$2,000,000 and 
only if such Holder shall have furnished wire instructions in writing to the 
Trustee no later than 15 days prior to 
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the relevant payment date). Payment of interest on this Security may be made by 
United States Dollar check mailed to the address of the Person entitled thereto 
as such address shall appear in the Security Register, or, upon written 
application by the Holder to the Security Registrar setting forth wire 
instructions not later than the relevant Record Date, by transfer to a United 
States Dollar account (such a transfer to be made only to a Holder of an 
aggregate principal amount of Securities in excess of U.S.$2,000,000 and only if 
such Holder shall have furnished wire instructions in writing to the Trustee no 
later than 15 days prior to the relevant payment date). 
 
     Except as specifically provided herein and in the Indenture, the Company 
shall not be required to make any payment with respect to any tax, assessment or 
other governmental charge imposed by any government or any political subdivision 
or taxing authority thereof or therein. 
 
     Reference is hereby made to the further provisions of this Security set 
forth on the reverse hereof, which further provisions shall for all purposes 
have the same effect as if set forth at this place. 
 
     Unless the certificate of authentication hereon has been executed by the 
Trustee referred to on the reverse hereof or an Authenticating Agent by the 
manual signature of one of their respective authorized signatories, this 
Security shall not be entitled to any benefit under the Indenture or be valid or 
obligatory for any purpose. 
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IN WITNESS WHEREOF, the Company has caused this Security to be duly executed. 
 
                                            EXTREME NETWORKS, INC., 
 
 
                                            By: 
                                                -------------------------------- 
                                            Name: 
                                            Title: 
 
Attest: 
 
 
By: 
    ----------------------------------- 
Name: 
Title: 
 
TRUSTEE'S CERTIFICATE OF AUTHENTICATION 
 
This is one of the Securities referred to in the within-mentioned Indenture. 
 
Dated: 
 
STATE STREET BANK AND TRUST 
COMPANY OF CALIFORNIA, N.A., 
as Trustee 
 
 
By: 
     ---------------------------------- 
         Authorized Signatory 
 



 
 
                                [FORM OF REVERSE] 
 
     This Security is one of a duly authorized issue of securities of the 
Company designated as its "3.5% Convertible Subordinated Notes due December 1, 
2006" (herein called the "Securities"), limited in aggregate principal amount to 
U.S. $200,000,000, issued and to be issued under an Indenture, dated as of 
December 5, 2001 (herein called the "Indenture"), between the Company and State 
Street Bank and Trust Company of California, N.A., as Trustee (herein called the 
"Trustee," which term includes any successor trustee under the Indenture), to 
which Indenture and all indentures supplemental thereto reference is hereby made 
for a statement of the respective rights, limitations of rights, duties and 
immunities thereunder of the Company, the Trustee, the holders of Senior Debt 
and the Holders of the Securities and of the terms upon which the Securities 
are, and are to be, authenticated and delivered. As provided in the Indenture 
and subject to certain limitations therein set forth, Securities are 
exchangeable for a like aggregate principal amount of Securities of any 
authorized denominations as requested by the Holder surrendering the same upon 
surrender of the Security or Securities to be exchanged, at the Corporate Trust 
Office of the Trustee. The Trustee upon such surrender by the Holder will issue 
the new Securities in the requested denominations. 
 
     No sinking fund is provided for the Securities. 
 
     The Company may not redeem the Securities prior to December 5, 2004. The 
Securities are subject to redemption at the option of the Company at any time on 
or after December 5, 2004, in whole or in part, upon not less than 30 nor more 
than 60 days' notice to the Holders prior to the Redemption Date at the 
Redemption Prices (expressed as percentages of the principal amount) for the 
periods set forth below: 
 
                            PERIOD                      REDEMPTION PRICE 
           --------------------------------------  -------------------------- 
                Beginning on December 5, 2004 
                and ending on November 30, 2005              101.4% 
 
                Beginning on December 1, 2005 
                and ending on November 30, 2006              100.7% 
 
and thereafter at a Redemption Price equal to 100% of the principal amount, 
together, in each case, with accrued interest to, but excluding, the Redemption 
Date; provided, however, that interest installments on Securities whose Stated 
Maturity is on or prior to such Redemption Date will be payable to the Holders 
of such Securities, or one or more Predecessor Securities, of record at the 
close of business on the relevant Record Dates referred to on the face hereof, 
all as provided in the Indenture. 
 
     In the event of a redemption of the Securities, the Company will not be 
required (a) to register the transfer or exchange of Securities for a period of 
15 days immediately preceding the date notice is given identifying the serial 
numbers of the Securities called for such redemption or (b) to register the 
transfer or exchange of any Security, or portion thereof, called for redemption. 
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     In any case where the due date for the payment of the principal of, 
premium, if any, interest, or Liquidated Damages on any Security or the last day 
on which a Holder of a Security has a right to convert his Security shall be, at 
any Place of Payment or Place of Conversion as the case may be, a day on which 
banking institutions at such Place of Payment or Place of Conversion are 
authorized or obligated by law or executive order to close, then payment of 
principal, premium, if any, interest, or Liquidated Damages, or delivery for 
conversion of such Security need not be made on or by such date at such place 
but may be made on or by the next succeeding day at such place which is not a 
day on which banking institutions are authorized or obligated by law or 
executive order to close, with the same force and effect as if made on the date 
for such payment or the date fixed for redemption or repurchase, or by such last 
day for conversion, and no interest shall accrue on the amount so payable for 
the period after such date. 
 
     Subject to and upon compliance with the provisions of the Indenture, the 
Holder of this Security is entitled, at his option, at any time on or before the 
close of business on the date of Maturity, or in case this Security or a portion 
hereof is called for redemption or the Holder hereof has exercised his right to 
require the Company to repurchase this Security or such portion hereof, then in 
respect of this Security until the Business Day immediately preceding, but 
(unless the Company defaults in making the payment due upon redemption or 
repurchase, as the case may be) not after, the close of business on the Business 
Day immediately preceding the Redemption Date or the Repurchase Date, as the 
case may be, to convert this Security (or any portion of the principal amount 
hereof that is an integral multiple of U.S.$1,000, provided that the unconverted 
portion of such principal amount is U.S.$1,000 or any integral multiple of 
U.S.$1,000 in excess thereof) into fully paid and nonassessable shares of Common 
Stock of the Company at an initial Conversion Rate of 47.7213 shares of Common 
Stock for each U.S.$1,000 principal amount of Securities (or at the current 
adjusted Conversion Rate if an adjustment has been made as provided in the 
Indenture) by surrender of this Security, duly endorsed or assigned to the 
Company or in blank and, in case such surrender shall be made during the period 
from the close of business on any Regular Record Date next preceding any 
Interest Payment Date to the opening of business on such succeeding Interest 
Payment Date (except if this Security or portion thereof has been called for 
redemption or if a Change in Control has occured and an offer to repurchase the 
Securities is pending), also accompanied by payment in New York Clearing House 
or other funds acceptable to the Company of an amount equal to the interest 
payable on such Interest Payment Date on the principal amount of this Security 
then being converted, and also the conversion notice hereon duly executed, to 
the Company at the Corporate Trust Office of the Trustee, or at such other 
office or agency of the Company, subject to any laws or regulations applicable 
thereto and subject to the right of the Company to terminate the appointment of 
any Conversion Agent (as defined below) as may be designated by it for such 
purpose in the Borough of Manhattan, The City of New York, or at such other 
offices or agencies as the Company may designate (each a "Conversion Agent"). 
The interest that is payable on such Interest Payment Date with respect to any 
Security (or portion thereof, if applicable) that is surrendered for conversion 
during the Record Date Period shall be paid to the Holder of such Security as of 
such Regular Record Date in an amount equal to the interest that would have been 
payable on such Security if such Security had been converted as of the close of 
business on such Interest Payment Date. Subject to the provisions of the 
preceding sentence and, in the case of a conversion after the close of business 
on the Regular Record Date next preceding any 
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Interest Payment Date and on or before the close of business on such Interest 
Payment Date, to the right of the Holder of this Security (or any Predecessor 
Security of record as of such Regular Record Date) to receive the related 
installment of interest to the extent and under the circumstances provided in 
the Indenture, no cash payment or adjustment is to be made on conversion for 
interest accrued hereon from the Interest Payment Date next preceding the day of 
conversion, or for dividends on the Common Stock issued on conversion hereof. 
The Company shall thereafter deliver to the Holder the fixed number of shares of 
Common Stock (together with any cash adjustment, as provided in the Indenture) 
into which this Security is convertible and such delivery will be deemed to 
satisfy the Company's obligation to pay the principal amount of this Security. 
No fractions of shares or scrip representing fractions of shares will be issued 
on conversion, but instead of any fractional interest (calculated to the nearest 
1/100th of a share) the Company shall pay a cash adjustment as provided in the 
Indenture. The Conversion Rate is subject to adjustment as provided in the 
Indenture. In addition, the Indenture provides that in case of certain 
consolidations or mergers to which the Company is a party (other than a 
consolidation or merger that does not result in any reclassification, 
conversion, exchange or cancellation of the Common Stock) or the conveyance, 
transfer, sale or lease of all or substantially all of the property and assets 
of the Company, the Indenture shall be amended, without the consent of any 
Holders of Securities, so that this Security, if then Outstanding, will be 
convertible thereafter, during the period this Security shall be convertible as 
specified above, only into the kind and amount of securities, cash and other 
property receivable upon such consolidation, merger, conveyance, transfer, sale 
or lease by a holder of the number of shares of Common Stock of the Company into 
which this Security could have been converted immediately prior to such 
consolidation, merger, conveyance, transfer, sale or lease (assuming such holder 
of Common Stock is not a Constituent Person or an Affiliate of a Constituent 
Person, failed to exercise any rights of election and received per share the 
kind and amount received per share by a plurality of Non-electing Shares). No 
adjustment in the Conversion Rate will be made until such adjustment would 
require an increase or decrease of at least one percent of such rate, provided 
that any adjustment that would otherwise be made will be carried forward and 
taken into account in the computation of any subsequent adjustment. 
 
     If this Security is a Registrable Security (as defined in the Indenture), 
then the Holder of this Security [if this security is a global security, then 
insert -- (including any Person that has a beneficial interest in this 
Security)] and the Common Stock of the Company issuable upon conversion hereof 
is entitled to the benefits of a Registration Rights Agreement, dated as of 
December 5, 2001, executed by the Company (the "Registration Rights Agreement"). 
Pursuant to the Registration Rights Agreement, the Company has agreed for the 
benefit of the Holders from time to time of the Registrable Securities that it 
will, at its expense, (a) within 90 days after the Issue Date file a shelf 
registration statement (the "Shelf Registration Statement") with the Commission 
with respect to resales of the Registrable Securities, (b) use its reasonable 
efforts to cause such Shelf Registration Statement to be declared effective by 
the Commission within 180 days after the Issue Date of the Securities, provided, 
however, that the Company may, upon written notice to all the Holders, postpone 
having the Shelf Registration Statement declared effective for a reasonable 
period not to exceed 90 days if the Company possesses material non-public 
information, the disclosure of which would have a material adverse effect on the 
Company and its subsidiaries taken as a whole, and (c) use its reasonable 
efforts to maintain such Shelf Registration Statement effective under the 
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Securities Act of 1933, as amended, until the second annual anniversary of the 
Issue Date or, if earlier, until there are no outstanding Registrable Securities 
(the "Effectiveness Period"). The Company will be permitted to suspend the use 
of the prospectus which is part of the Shelf Registration Statement during 
certain periods of time as provided in the Registration Rights Agreement. 
 
     If (i) on or prior to 90 days following the Issue Date, a Shelf 
Registration Statement has not been filed with the Commission, or (ii) on or 
prior to the 180th day following the Issue Date, such Shelf Registration 
Statement is not declared effective (each, a "Registration Default"), additional 
interest ("Liquidated Damages") will accrue on the Registrable Securities from 
and including the day following such Registration Default to but excluding the 
day on which such Registration Default has been cured. Liquidated Damages will 
be paid semi-annually in arrears, with the first semi-annual payment due on the 
first Interest Payment Date, as applicable, in respect of the Registrable 
Securities following the date on which such Liquidated Damages begin to accrue, 
and will accrue at a rate per annum equal to one-quarter of one percent (0.25%) 
of the principal amount of the Registrable Securities to and including the 90th 
day following such Registration Default and at a rate per annum equal to 
one-half of one percent (0.50%) thereof from and after the 91st day following 
such Registration Default. Pursuant to the Registration Rights Agreement, in the 
event that the Shelf Registration Statement ceases to be effective (or the 
Holders of Registrable Securities are otherwise prevented or restricted by the 
Company from effecting sales pursuant thereto) (an "Effective Failure") during 
the Effectiveness Period for more than 30 days, whether or not consecutive, 
during any 90-day period or for more than 90 days, whether or not consecutive, 
during any 12-month period, then the interest rate borne by the Registrable 
Securities shall increase by an additional one-half of one percent (0.50%) per 
annum from the 31st day of the applicable 90-day period or the 91st day of the 
applicable 12-month period until the earlier of (A) such time as the Effective 
Failure is cured or (B) the Effectiveness Period expires. Liquidated Damages 
will accrue (1) with respect to a Restricted Security at the rates set forth 
above, as applicable, on the principal amount of the Restricted Securities and 
(2) in respect of the Common Sock issued upon conversion of the Restricted 
Securities, at the rates set forth above, as applicable, applied to the 
Conversion Price at that time. In no event shall the Company be required to pay 
Liquidated Damages in excess of the applicable maximum amount of one-half of one 
percent (0.5%) set forth above regardless of whether one or multiple 
Registration Defaults exist. 
 
     Whenever in this Security there is a reference, in any context, to the 
payment of the principal of, premium, if any, or interest on, or in respect of, 
any Security, such mention shall be deemed to include mention of the payment of 
Liquidated Damages payable as described in the preceding paragraph to the extent 
that, in such context, Liquidated Damages are, were or would be payable in 
respect of such Security and express mention of the payment of Liquidated 
Damages (if applicable) in any provisions of this Security shall not be 
construed as excluding Liquidated Damages in those provisions of this Security 
where such express mention is not made. 
 
     [If this Security is a Registrable Security and the Holder of this Security 
[if this security is a global security, then insert -- (including any Person 
that has a beneficial interest in this Security)] elects to sell this Security 
pursuant to the Shelf Registration Statement then, by its acceptance 
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hereof, such Holder of this Security agrees to be bound by the terms of the 
Registration Rights Agreement relating to the Registrable Securities which are 
the subject of such election.] 
 
     If a Change in Control occurs, the Holder of this Security, at the Holder's 
option, shall have the right, in accordance with the provisions of the 
Indenture, to require the Company to repurchase this Security (or any portion of 
the principal amount hereof that is at least $1,000 or an integral multiple of 
$1,000 in excess thereof, provided that the portion of the principal amount of 
this Security to be Outstanding after such repurchase is at least equal to 
U.S.$1,000) for cash at a Repurchase Price equal to 100% of the principal amount 
thereof plus interest accrued to the Repurchase Date. At the option of the 
Company, the Repurchase Price may be paid in cash or, subject to the conditions 
provided in the Indenture, by delivery of shares of Common Stock having a fair 
market value equal to the Repurchase Price. For purposes of this paragraph, the 
fair market value of shares of Common Stock shall be determined by the Company 
and shall be equal to 95% of the average of the Closing Prices Per Share for the 
five consecutive Trading Days immediately preceding and including the third 
Trading Day prior to the Repurchase Date. Whenever in this Security there is a 
reference, in any context, to the principal of any Security as of any time, such 
reference shall be deemed to include reference to the Repurchase Price payable 
in respect of such Security to the extent that such Repurchase Price is, was or 
would be so payable at such time, and express mention of the Repurchase Price in 
any provision of this Security shall not be construed as excluding the 
Repurchase Price so payable in those provisions of this Security when such 
express mention is not made. 
 
     [The following paragraph shall appear in each Global Security: 
 
     In the event of a deposit or withdrawal of an interest in this Security, 
including an exchange, transfer, redemption, repurchase or conversion of this 
Security in part only, the Trustee, as custodian of the Depositary, shall make 
an adjustment on its records to reflect such deposit or withdrawal in accordance 
with the Applicable Procedures.] 
 
     [The following paragraph shall appear in each Security that is not a Global 
Security: 
 
     In the event of redemption, repurchase or conversion of this Security in 
part only, a new Security or Securities for the unredeemed, unrepurchased or 
unconverted portion hereof will be issued in the name of the Holder hereof.] 
 
     The indebtedness evidenced by this Security is, to the extent and in the 
manner provided in the Indenture, subordinate and subject in right of payment to 
the prior payment in full of all Senior Debt of the Company, and this Security 
is issued subject to such provisions of the Indenture with respect thereto. Each 
Holder of this Security, by accepting the same, (a) agrees to and shall be bound 
by such provisions, (b) authorizes and directs the Trustee on his behalf to take 
such action as may be necessary or appropriate to effectuate the subordination 
so provided and (c) appoints the Trustee his attorney-in-fact for any and all 
such purposes. 
 
     If an Event of Default shall occur and be continuing, the principal of all 
the Securities, together with accrued interest to the date of declaration, may 
be declared due and payable in the 
 
 
                                      -25- 
 



 
 
manner and with the effect provided in the Indenture. Upon payment (i) of the 
amount of principal so declared due and payable, together with accrued interest 
to the date of declaration, and (ii) of interest on any overdue principal and, 
to the extent permitted by applicable law, overdue interest, all of the 
Company's obligations in respect of the payment of the principal of and interest 
on the Securities shall terminate. 
 
     The Indenture permits, with certain exceptions as therein provided, the 
amendment thereof and the modification of the rights and obligations of the 
Company and the rights of the Holders of the Securities under the Indenture at 
any time by the Company and the Trustee with either (a) the written consent of 
the Holders of not less than a majority in principal amount of the Securities at 
the time Outstanding, or (b) by the adoption of a resolution, at a meeting of 
Holders of the Outstanding Securities at which a quorum is present, by the 
Holders of at least 66 2/3% in aggregate principal amount of the Outstanding 
Securities represented and entitled to vote at such meeting. The Indenture also 
contains provisions permitting the Holders of specified percentages in principal 
amount of the Securities at the time Outstanding, on behalf of the Holders of 
all the Securities, to waive compliance by the Company with certain provisions 
of the Indenture and certain past defaults under the Indenture and their 
consequences. Any such consent or waiver by the Holder of this Security shall be 
conclusive and binding upon such Holder and upon all future Holders of this 
Security and of any Security issued in exchange therefore or in lieu hereof 
whether or not notation of such consent or waiver is made upon this Security or 
such other Security. Certain modifications or amendments to the Indenture 
require the consent of the Holder of each Outstanding Security affected. 
 
     As provided in and subject to the provisions of the Indenture, the Holder 
of this Security shall not have the right to institute any proceeding with 
respect to the Indenture or for the appointment of a receiver or trustee or for 
any other remedy thereunder, unless such Holder shall have previously given the 
Trustee written notice of a continuing Event of Default, the Holders of not less 
than 25% in principal amount of the Outstanding Securities shall have made 
written request to the Trustee to institute proceedings in respect of such Event 
of Default as Trustee and offered the Trustee reasonable indemnity and the 
Trustee shall not have received from the Holders of a majority in principal 
amount of the Securities Outstanding a direction inconsistent with such request, 
and shall have failed to institute any such proceeding, for 60 days after 
receipt of such notice, request and offer of indemnity. The foregoing shall not 
apply to any suit instituted by the Holder of this Security for the enforcement 
of any payment of principal hereof, premiums if any, or interest (including 
Liquidated Damages) hereon on or after the respective due dates expressed herein 
or for the enforcement of the right to convert this Security as provided in the 
Indenture. 
 
     No reference herein to the Indenture and no provision of this Security or 
of the Indenture shall alter or impair the obligation of the Company, which is 
absolute and unconditional, to pay the principal of, premium, if any, and 
interest (including Liquidated Damages) on this Security at the times, places 
and rate, and in the coin or currency, herein prescribed or to convert this 
Security as provided in the Indenture. 
 
     As provided in the Indenture and subject to certain limitations therein set 
forth, the transfer of this Security is registrable on the Security Register 
upon surrender of this Security for registration of 
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transfer at the Corporate Trust Office of the Trustee or at such other office or 
agency of the Company as may be designated by it for such purpose in the Borough 
of Manhattan, The City of New York (which shall initially be an office or agency 
of the Trustee), or at such other offices or agencies as the Company may 
designate, duly endorsed by, or accompanied by a written instrument of transfer 
in form satisfactory to the Company and the Security Registrar duly executed by, 
the Holder thereof or his attorney duly authorized in writing, and thereupon one 
or more new Securities, of authorized denominations and for the same aggregate 
principal amount, will be issued to the designated transferee or transferees by 
the Registrar. No service charge shall be made for any such registration of 
transfer or exchange, but the Company may require payment of a sum sufficient to 
recover any tax or other governmental charge payable in connection therewith. 
 
     Prior to due presentation of this Security for registration of transfer, 
the Company, the Trustee and any agent of the Company or the Trustee may treat 
the Person in whose name such Security is registered, as the owner thereof for 
all purposes, whether or not such Security be overdue, and neither the Company, 
the Trustee nor any such agent shall be affected by notice to the contrary. 
 
     No recourse for the payment of the principal (and premium, if any) or 
interest on this Security and no recourse under or upon any obligation, covenant 
or agreement of the Company in the Indenture or any indenture supplemental 
thereto or in any Security, or because of the creation of any indebtedness 
represented thereby, shall be had against any incorporator, stockholder, 
employee, agent, officer or director or subsidiary, as such, past, present or 
future, of the Company or of any successor corporation, either directly or 
through the Company or any successor corporation, whether by virtue of any 
constitution, statute or rule of law or by the enforcement of any assessment or 
penalty or otherwise, all such liability being, by the acceptance hereof and as 
part of consideration for the issue hereof, expressly waived and released. 
 
     THE INDENTURE AND THIS SECURITY SHALL BE GOVERNED BY AND CONSTRUED IN 
ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK, UNITED STATES OF AMERICA. 
 
     All terms used in this Security which are defined in the Indenture shall 
have the meanings assigned to them in the Indenture. 
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                                  ABBREVIATIONS 
 
     The following abbreviations, when used in the inscription of the face of 
this Security, shall be construed as though they were written out in full 
according to applicable laws or regulations: 
 
 
 
                                                                  
TEN COM   as tenant in common                         UNIF GIFT MIN ACT   ____ Custodian ____ 
TEN ENT   as tenants by the entireties (Cust)                                 (Cust)       (Minor) 
JT TEN    as joint tenants with right of                                  under Uniform Gifts to 
          survivorship and not as tenants in common                       Minors Act _____ 
                                                                                      (State) 
 
 
     Additional abbreviations may also be used though not in the above list. 
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                    ELECTION OF HOLDER TO REQUIRE REPURCHASE 
 
     (1) Pursuant to Section 14.1 of the Indenture, the undersigned hereby 
elects to have this Security repurchased by the Company. 
 
     (2) The undersigned hereby directs the Trustee or the Company to pay it or 
______________ an amount in cash or, at the Company's election, Common Stock 
valued as set forth in the Indenture, equal to 100% of the principal amount to 
be repurchased (as set forth below), plus interest accrued to, but excluding, 
the Repurchase Date, as provided in the Indenture. 
 
Dated: 
 
- ---------------------------------------------- 
 
 
- ---------------------------------------------- 
Signature(s) 
 
Signature(s) must be guaranteed by an Eligible 
Guarantor Institution with membership in an 
approved signature guarantee program pursuant 
to Rule 17Ad-15 under the Securities Exchange 
Act of 1934. 
 
 
- ---------------------------------------------- 
Signature Guaranteed 
 
Principal amount to be repurchased (at least 
U.S.$1,000 or an integral multipleof $1,000 
in excess thereof): ___________________ 
 
Remaining principal amount following such 
repurchase (not less than U.S.$1,000): 
________________ 
 
NOTICE: The signature to the foregoing Election must correspond to the Name as 
written upon the face of this Security in every particular, without alteration 
or any change whatsoever. 
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SECTION 2.3 Form of Certificate of Authentication. 
            ------------------------------------- 
 
     The Trustee's certificate of authentication shall be in substantially the 
following form: 
 
     This is one of the Securities referred to in the within-mentioned 
Indenture. 
 
Dated: ____________________ 
 
                           STATE STREET BANK AND TRUST 
                           COMPANY OF CALIFORNIA, N.A., 
                           as Trustee 
 
 
                           By:__________________________________________________ 
                               Authorized Signatory 
 
SECTION 2.4 Form of Conversion Notice. 
            ------------------------- 
 
                                CONVERSION NOTICE 
 
     The undersigned Holder of this Security hereby irrevocably exercises the 
option to convert this Security, or any portion of the principal amount hereof 
(which is U.S.$1,000 or an integral multiple of U.S.$1,000 in excess thereof, 
provided that the unconverted portion of such principal amount is U.S.$1,000 or 
any integral multiple of U.S.$1,000 in excess thereof) below designated, into 
shares of Common Stock in accordance with the terms of the Indenture referred to 
in this Security, and directs that such shares, together with a check in payment 
for any fractional share and any Securities representing any unconverted 
principal amount hereof, be delivered to and be registered in the name of the 
undersigned unless a different name has been indicated below. If shares of 
Common Stock or Securities are to be registered in the name of a Person other 
than the undersigned, (a) the undersigned will pay all transfer taxes payable 
with respect thereto and (b) signature(s) must be guaranteed by an Eligible 
Guarantor Institution with membership in an approved signature guarantee program 
pursuant to Rule 17Ad-15 under the Securities Exchange Act of 1934. Any amount 
required to be paid by the undersigned on account of interest accompanies this 
Security. 
 
 
Dated:______________________                ____________________________________ 
                                            Signature(s) 
 
If shares or Securities are to be registered in the 
name of a Person other than the Holder, please 
print such Person's name and address: 
 
_______________________________________ 
(Name) 
 
_______________________________________ 
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_______________________________________ 
(Address) 
 
_______________________________________ 
Social Security or other Identification 
Number, if any 
 
 
_______________________________________ 
[Signature Guaranteed] 
 
If only a portion of the Securities is to be converted, please indicate: 
 
1.   Principal amount to be converted: U.S.$ ___________ 
 
2.   Principal amount and denomination of Securities representing unconverted 
     principal amount to be issued: 
 
     Amount: U.S.$___________    Denominations: U.S.$____________ 
 
(U.S.$1,000 or any integral multiple of U.S.$1,000 in excess thereof, provided 
that the unconverted portion of such principal amount is U.S.$1,000 or any 
integral multiple of U.S.$1,000 in excess thereof) 
 
SECTION 2.5 Form of Assignment. 
            ------------------ 
 
     For value received ________________ hereby sell(s), assign(s) and 
transfer(s) unto ________________ (Please insert social security or other 
identifying number of assignee) the within Security, and hereby irrevocably 
constitutes and appoints ____________________as attorney to transfer the said 
Security on the books of the Company, with full power of substitution in the 
premises. 
 
 
Dated:____________________                  ____________________________________ 
 
                                            ____________________________________ 
                                             Signature(s) 
 
                                             Signature(s) must be guaranteed by 
                                             an Eligible Guarantor Institution 
                                             with membership in an approved 
                                             signature guarantee program 
                                             pursuant to Rule 17Ad - 15 under 
                                             the Securities Exchange Act of 
                                             1934. 
 
 
                                             ___________________________________ 
                                             Signature Guaranteed 
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                                  ARTICLE III 
                                 THE SECURITIES 
 
SECTION 3.1 Title and Terms. 
            --------------- 
 
     The aggregate principal amount of Securities which may be authenticated and 
delivered under this Indenture is limited to U.S. $200,000,000, except for 
Securities authenticated and delivered pursuant to Section 3.4, 3.5, 3.6, 8.5, 
12.2 or 14.3(5) in exchange for, or in lieu of, other Securities previously 
authenticated and delivered under this Indenture. 
 
     (1) The Securities shall be known and designated as the "3.5% Convertible 
Subordinated Notes due December 1, 2006" of the Company. Their Stated Maturity 
shall be December 1, 2006 and they shall bear interest on their principal amount 
from December 5, 2001, payable semi-annually in arrears on June 1 and December 1 
in each year, commencing June 1, 2002, at the rate of 3.5% per annum until the 
principal thereof is due and at the rate of 3.5% per annum on any overdue 
principal and, to the extent permitted by law, on any overdue interest; 
provided, however, that payments shall only be made on a Business Day as 
provided in Section 1.12. 
 
     The principal of, premium, if any, and interest on the Securities shall be 
payable as provided in the form of Securities set forth in Section 2.2, and the 
Repurchase Price, whether payable in cash or in shares of Common Stock, shall be 
payable at such places as are identified in the Company Notice given pursuant to 
Section 14.3 (any city in which any Paying Agent is located being herein called 
a "Place of Payment"). 
 
     The Registrable Securities are entitled to the benefits of a Registration 
Rights Agreement as provided by Section 10.11 and in the form of Security set 
forth in Section 2.2. The Securities are entitled to the payment of Liquidated 
Damages as provided by Section 10.11 and in the form of Security set forth in 
Section 2.2. 
 
     The Securities shall be redeemable at the option of the Company at any time 
on or after December 5, 2004, in whole or in part, subject to the conditions and 
as otherwise provided in Article XI and in the form of Security set forth in 
Section 2.2. 
 
     The Securities shall be convertible as provided in Article XII (any city in 
which any Conversion Agent is located being herein called a "Place of 
Conversion"). 
 
     The Securities shall be subordinated in right of payment to Senior Debt of 
the Company as provided in Article XIII. The Securities shall be subject to 
repurchase by the Company at the option of the Holders as provided in Article 
XIV. 
 
SECTION 3.2 Denominations. 
            ------------- 
 
     The Securities shall be issuable only in registered form, without coupons, 
in denominations of U.S.$1,000 and integral multiples of U.S.$1,000 in excess 
thereof. 
 
                                      -32- 
 



 
 
SECTION 3.3 Execution, Authentication, Delivery and Dating. 
            ---------------------------------------------- 
 
     The Securities shall be executed on behalf of the Company by its Chairman 
of the Board, its Vice Chairman of the Board, its Chief Executive Officer, its 
President, one of its Executive Vice Presidents, one of its Senior Vice 
Presidents or one of its Vice Presidents, and attested by its Chief Financial 
Officer, Secretary or one of its Assistant Secretaries. Any such signature may 
be manual or facsimile. 
 
     Securities bearing the manual or facsimile signature of individuals who 
were at any time the proper officers of the Company shall bind the Company, 
notwithstanding that such individuals or any of them have ceased to hold such 
offices prior to the authentication and delivery of such Securities or did not 
hold such offices at the date of such Securities. 
 
     At any time and from time to time after the execution and delivery of this 
Indenture, the Company may deliver Securities executed by the Company to the 
Trustee or to its order for authentication, together with a Company Order for 
the authentication and delivery of such Securities, and the Trustee in 
accordance with such Company Order shall authenticate and make available for 
delivery such Securities as in this Indenture provided. 
 
     Each Security shall be dated the date of its authentication. 
 
     No Security shall be entitled to any benefit under this Indenture or be 
valid or obligatory for any purpose unless there appears on such Security a 
certificate of authentication substantially in the form provided for herein 
executed by the Trustee by manual signature of an authorized signatory, and such 
certificate upon any Security shall be conclusive evidence, and the only 
evidence, that such Security has been duly authenticated and delivered 
hereunder. 
 
SECTION 3.4 Global Securities; Non-global Securities; Book-entry Provisions. 
            --------------------------------------------------------------- 
 
     (1) Global Securities 
 
          (i) Each Global Security authenticated under this Indenture shall be 
registered in the name of the Depositary designated by the Company for such 
Global Security or a nominee thereof and delivered to such Depositary or a 
nominee thereof or custodian therefor, and each such Global Security shall 
constitute a single Security for all purposes of this Indenture. 
 
          (ii) Except for exchanges of Global Securities for definitive, 
Non-global Securities at the sole discretion of the Company, no Global Security 
may be exchanged in whole or in part for Securities registered, and no transfer 
of a Global Security in whole or in part may be registered, in the name of any 
Person other than the Depositary for such Global Security or a nominee thereof 
unless (A) such Depositary (i) has notified the Company that it is unwilling or 
unable to continue as Depositary for such Global Security or (ii) has ceased to 
be a clearing agency registered as such under the Exchange Act or announces an 
intention permanently to cease business or does in fact do so or (B) there shall 
have occurred and be continuing an Event of Default with respect to such Global 
Security. In such event, if a successor Depositary for such Global Security is 
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not appointed by the Company within 90 days after the Company receives such 
notice or becomes aware of such ineligibility, the Company will execute, and the 
Trustee, upon receipt of an Officers' Certificate directing the authentication 
and delivery of Securities, will authenticate and deliver, Securities, in any 
authorized denominations in an aggregate principal amount equal to the principal 
amount of such Global Security in exchange for such Global Security. 
 
          (iii) If any Global Security is to be exchanged for other Securities 
or canceled in whole, it shall be surrendered by or on behalf of the Depositary 
or its nominee to the Trustee, as Security Registrar, for exchange or 
cancellation, as provided in this Article III. If any Global Security is to be 
exchanged for other Securities or canceled in part, or if another Security is to 
be exchanged in whole or in part for a beneficial interest in any Global 
Security, in each case, as provided in Section 3.5, then either (A) such Global 
Security shall be so surrendered for exchange or cancellation, as provided in 
this Article III, or (B) the principal amount thereof shall be reduced or 
increased by an amount equal to the portion thereof to be so exchanged or 
canceled, or equal to the principal amount of such other Security to be so 
exchanged for a beneficial interest therein, as the case may be, by means of an 
appropriate adjustment made on the records of the Trustee, as Security 
Registrar, whereupon the Trustee, in accordance with the Applicable Procedures, 
shall instruct the Depositary or its authorized representative to make a 
corresponding adjustment to its records. Upon any such surrender or adjustment 
of a Global Security, the Trustee shall, subject to Section 3.5(3) and as 
otherwise provided in this Article III, authenticate and deliver any Securities 
issuable in exchange for such Global Security (or any portion thereof) to or 
upon the order of, and registered in such names as may be directed by, the 
Depositary or its authorized representative. Upon the request of the Trustee in 
connection with the occurrence of any of the events specified in the preceding 
paragraph, the Company shall promptly make available to the Trustee a reasonable 
supply of Securities that are not in the form of Global Securities. The Trustee 
shall be entitled to rely upon any order, direction or request of the Depositary 
or its authorized representative which is given or made pursuant to this Article 
III if such order, direction or request is given or made in accordance with the 
Applicable Procedures. 
 
          (iv) Every Security authenticated and delivered upon registration of 
transfer of, or in exchange for or in lieu of, a Global Security or any portion 
thereof, whether pursuant to this Article III or otherwise, shall be 
authenticated and delivered in the form of, and shall be, a registered Global 
Security, unless such Security is registered in the name of a Person other than 
the Depositary for such Global Security or a nominee thereof, in which case such 
Security shall be authenticated and delivered in definitive, fully registered 
form, without interest coupons. 
 
          (v) The Depositary or its nominee, as registered owner of a Global 
Security, shall be the Holder of such Global Security for all purposes under the 
Indenture and the Securities, and owners of beneficial interests in a Global 
Security shall hold such interests pursuant to the Applicable Procedures. 
Accordingly, any such owner's beneficial interest in a Global Security will be 
shown only on, and the transfer of such interest shall be effected only through, 
records maintained by the Depositary or its nominee or its Agent Members and 
such owners of beneficial interests in a Global Security will not be considered 
the owners or holders thereof. 
 
 
                                      -34- 
 



 
 
     (2) Non-global Securities. Securities issued upon the events described in 
Section 3.4(l)(ii) shall be in definitive, fully registered form, without 
interest coupons, and shall bear the Restricted Securities Legend if and as 
required by this Indenture. 
 
SECTION 3.5 Registration; Registration of Transfer and Exchange; Restrictions on 
            -------------------------------------------------------------------- 
            Transfer. 
            -------- 
 
     (1) The Company shall cause to be kept at the Corporate Trust Office of the 
Trustee a register (the register maintained in such office referred to as the 
"Security Register") in which, subject to such reasonable regulations as it may 
prescribe, the Company shall provide for the registration of Securities and of 
transfers of Securities. The Trustee is hereby appointed "Security Registrar" 
for the purpose of registering Securities and transfers and exchanges of 
Securities as herein provided. 
 
     Upon surrender for registration of transfer of any Security at an office or 
agency of the Company designated pursuant to Section 10.2 for such purpose, the 
Company shall execute, and the Trustee shall authenticate and deliver, in the 
name of the designated transferee or transferees, one or more new Securities of 
any authorized denominations and of a like aggregate principal amount and 
bearing such restrictive legends as may be required by this Indenture. 
 
     At the option of the Holder, and subject to the other provisions of this 
Section 3.5, Securities may be exchanged for other Securities of any authorized 
denomination and of a like aggregate principal amount, upon surrender of the 
Securities to be exchanged at any such office or agency. Whenever any Securities 
are so surrendered for exchange, and subject to the other provisions of this 
Section 3.5, the Company shall execute, and the Trustee shall authenticate and 
deliver, the Securities that the Holder making the exchange is entitled to 
receive. Every Security presented or surrendered for registration of transfer or 
for exchange shall (if so required by the Company or the Security Registrar) be 
duly endorsed, or be accompanied by a written instrument of transfer in form 
satisfactory to the Company, the Trustee and the Security Registrar, duly 
executed by the Holder thereof or his attorney duly authorized in writing. 
 
     All Securities issued upon any registration of transfer or exchange of 
Securities shall be the valid obligations of the Company, evidencing the same 
debt and entitled to the same benefits under this Indenture as the Securities 
surrendered upon such registration of transfer or exchange. 
 
     No service charge shall be made to a Holder for any registration of 
transfer or exchange of Securities except as provided in Section 3.6, but the 
Company may require payment of a sum sufficient to cover any tax or other 
governmental charge that may be imposed in connection with any registration of 
transfer or exchange of Securities, other than exchanges pursuant to Section 
3.4, 8.5, 12.2 or 14.3 (other than where the shares of Common Stock are to be 
issued or delivered in a name other than that of the Holder of the Security) not 
involving any transfer and other than any stamp and other duties, if any, which 
may be imposed in connection with any such transfer or exchange by the United 
States or any political subdivision thereof or therein, which shall be paid by 
the Company. 
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     In the event of a redemption of the Securities, neither the Company nor the 
Securities Registrar will be required (a) to register the transfer of or 
exchange Securities for a period of 15 days immediately preceding the date 
notice is given identifying the serial numbers of the Securities called for such 
redemption or (b) to register the transfer of or exchange any Security, or 
portion thereof, called for redemption. 
 
     (2) Certain Transfers and Exchanges. Notwithstanding any other provision of 
         ------------------------------- 
this Indenture or the Securities, transfers and exchanges of Securities and 
beneficial interests in a Global Security of the kinds specified in this Section 
3.5(2) shall be made only in accordance with this Section 3.5(2). 
 
          (i)   Restricted Global Security to Restricted Non-global Security. In 
                ------------------------------------------------------------ 
the event that Non-global Securities are to be issued pursuant to Section 
3.4(1)(ii) in connection with any transfer of Securities, such transfer may be 
effected only in accordance with the provisions of this Clause (2)(i) and 
subject to the Applicable Procedures. Upon receipt by the Trustee, as Security 
Registrar, of (A) a Company Order from the Company directing the Trustee, as 
Security Registrar, to (x) authenticate and deliver one or more Securities of 
the same aggregate principal amount as the beneficial interest in the Restricted 
Global Security to be transferred, such instructions to contain the name or 
names of the designated transferee or transferees, the authorized denomination 
or denominations of the Securities to be so issued and appropriate delivery 
instructions and (y) decrease the beneficial interest of a specified Agent 
Member's account in a Restricted Global Security by a specified principal amount 
not greater than the principal amount of such Restricted Global Security, and 
(B) such other certifications, legal opinions or other information as the 
Company or the Trustee may reasonably require to confirm that such transfer is 
being made pursuant to an exemption from, or in a transaction not subject to, 
the registration requirements of the Securities Act, then the Trustee, as 
Security Registrar, shall decrease the principal amount of the Restricted Global 
Security by the specified amount and authenticate and deliver Securities in 
accordance with such instructions from the Company as provided in Section 
3.4(1)(iii). 
 
          (ii)  Restricted Non-global Security to Restricted Global Security. If 
                ------------------------------------------------------------ 
the Holder of a Restricted Security (other than a Global Security) wishes at any 
time to transfer all or any portion of such Restricted Security to a Person who 
wishes to take delivery thereof in the form of a beneficial interest in the 
Restricted Global Security, such transfer may be effected only in accordance 
with the provisions of this Clause (2)(ii) and subject to the Applicable 
Procedures. Upon receipt by the Trustee, as Security Registrar, of such 
Restricted Security as provided in Section 3.5(1) and instructions from the 
Company directing that a beneficial interest in the Restricted Global Security 
in a specified principal amount not greater than the principal amount of such 
Security be credited to a specified Agent Member's account, then the Trustee, as 
Security Registrar, shall cancel such Restricted Security (and issue a new 
Restricted Security in respect of any untransferred portion thereof) as provided 
in Section 3.5(1) and increase the principal amount of the Restricted Global 
Security by the specified principal amount as provided in Section 3.4(1)(iii). 
 
          (iii) Exchanges Between Global Security and Non-global Security. A 
                 -------------------------------------------------------- 
beneficial interest in a Global Security may be exchanged for a Security that is 
not a Global Security only as 
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provided in Section 3.4 or only if such exchange occurs in connection with a 
transfer effected in accordance with Clause 2(i) above, provided that, if such 
interest is a beneficial interest in the Restricted Global Security, then such 
interest shall be exchanged for a Restricted Security (subject in each case to 
Section 3.5(3)). A Security that is not a Global Security may be exchanged for a 
beneficial interest in a Global Security only if such exchange occurs in 
connection with a transfer effected in accordance with Clause (2)(ii) above. 
 
     (3)  Securities Act Legends. All Securities issued pursuant to this 
          ---------------------- 
Indenture, and all Successor Securities, shall bear the Restricted Securities 
Legend, subject to the following: 
 
          (i)   subject to the following Clauses of this Section 3.5(3), a 
Security or any portion thereof which is exchanged, upon transfer or otherwise, 
for a Global Security or any portion thereof shall bear the Restricted 
Securities Legend borne by such Global Security for which the Security was 
exchanged; 
 
          (ii)  subject to the following Clauses of this Section 3.5(3), a new 
Security that is not a Global Security and is issued in exchange for another 
Security (including a Global Security) or any portion thereof, upon transfer or 
otherwise, shall bear the Restricted Securities Legend borne by the Security for 
which the new Security was exchanged; 
 
          (iii) any Securities that are sold or otherwise disposed of pursuant 
to an effective registration statement under the Securities Act (including the 
Shelf Registration Statement), together with their Successor Securities shall 
not bear a Restricted Securities Legend; the Company shall inform the Trustee in 
writing of the effective date of any such registration statement registering the 
Securities under the Securities Act and shall notify the Trustee at any time 
when prospectuses must be delivered with respect to Securities to be sold 
pursuant to such registration statement. The Trustee shall not be liable for any 
action taken or omitted to be taken by it in good faith in accordance with the 
aforementioned registration statement; 
 
          (iv)  at any time after the Securities may be freely transferred 
without registration under the Securities Act or without being subject to 
transfer restrictions pursuant to the Securities Act, a new Security that does 
not bear a Restricted Securities Legend may be issued in exchange for or in lieu 
of a Security (other than a Global Security) or any portion thereof that bears 
such a legend if the Trustee has received an Unrestricted Securities 
Certificate, satisfactory to the Trustee and duly executed by the Holder of such 
Security bearing a Restricted Securities Legend or his attorney duly authorized 
in writing, and after such date and receipt of such certificate, the Trustee 
shall authenticate and deliver such new Security in exchange for or in lieu of 
such other Security as provided in this Article III; 
 
          (v)   a new Security that does not bear a Restricted Securities Legend 
may be issued in exchange for or in lieu of a Security or any portion thereof 
that bears such a legend if, in the Company's judgment, placing such a legend 
upon such new Security is not necessary to ensure compliance with the 
registration requirements of the Securities Act, and the Trustee, at the 
direction of the Company, shall authenticate and deliver such a new Security as 
provided in this Article III; and 
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          (vi) notwithstanding the foregoing provisions of this Section 3.5(3), 
a Successor Security of a Security that does not bear a Restricted Securities 
Legend shall not bear such legend unless the Company has reasonable cause to 
believe that such Successor Security is a "restricted security" within the 
meaning of Rule 144, in which case the Trustee, at the direction of the Company, 
shall authenticate and deliver a new Security bearing a Restricted Securities 
Legend in exchange for such Successor Security as provided in this Article III. 
 
     (4) Any stock certificate representing shares of Common Stock issued upon 
conversion of the Securities shall bear the Restricted Securities Legend borne 
by such Securities, to the extent required by this Indenture, unless such shares 
of Common Stock have been sold pursuant to a registration statement that has 
been declared effective under the Securities Act (including the Shelf 
Registration Statement) (and that continues to be effective at the time of such 
transfer) or sold pursuant to Rule 144(k) of the Securities Act, or unless 
otherwise agreed by the Company in writing with written notice thereof to the 
transfer agent for the Common Stock. With respect to the transfer of shares of 
Common Stock issued upon conversion of the Securities that are restricted 
hereunder, any deliveries of certificates, legal opinions or other instruments 
that would be required to be made to the Security Registrar in the case of a 
transfer of Securities, as described above, shall instead be made to the 
transfer agent for the Common Stock. 
 
     (5) Neither the Trustee, the Paying Agent nor any of their agents shall (i) 
have any duty to monitor compliance with or with respect to any federal or state 
or other securities or tax laws or (ii) have any duty to obtain documentation on 
any transfers or exchanges other than as specifically required hereunder. 
 
SECTION 3.6 Mutilated, Destroyed, Lost or Stolen Securities. 
            ----------------------------------------------- 
 
     If any mutilated Security is surrendered to the Trustee, the Company shall 
execute and the Trustee shall authenticate and deliver in exchange therefor a 
new Security of like tenor and principal amount and bearing a number not 
contemporaneously outstanding. 
 
     If there be delivered to the Company and to the Trustee: 
 
     (1) evidence to their satisfaction of the destruction, loss or theft of any 
Security, and 
 
     (2) such security or indemnity as may be satisfactory to the Company and 
the Trustee to save each of them and any agent of either of them harmless, 
 
then, in the absence of actual notice to the Company or the Trustee that such 
Security has been acquired by a bona fide purchaser, the Company shall execute 
and the Trustee shall authenticate and deliver, in lieu of any such destroyed, 
lost or stolen Security, a new Security of like tenor and principal amount and 
bearing a number not contemporaneously outstanding. 
 
     In case any such mutilated, destroyed, lost or stolen Security has become 
or is about to become due and payable, the Company in its discretion, but 
subject to any conversion rights, may, 
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instead of issuing a new Security, pay such Security, upon satisfaction of the 
conditions set forth in the preceding paragraph. 
 
     Upon the issuance of any new Security under this Section 3.6, the Company 
may require the payment of a sum sufficient to cover any tax or other 
governmental charge that may be imposed in relation thereto (other than any 
stamp and other duties, if any, which may be imposed in connection therewith by 
the United States or any political subdivision thereof or therein, which shall 
be paid by the Company) and any other expenses (including the fees and expenses 
of the Trustee) connected therewith. 
 
     Every new Security issued pursuant to this Section 3.6 in lieu of any 
mutilated, destroyed, lost or stolen Security shall constitute an original 
additional contractual obligation of the Company, whether or not the mutilated, 
destroyed, lost or stolen Security shall be at any time enforceable by anyone, 
and such new Security shall be entitled to all the benefits of this Indenture 
equally and proportionately with any and all other Securities duly issued 
hereunder. 
 
     The provisions of this Section 3.6 are exclusive and shall preclude (to the 
extent lawful) all other rights and remedies of any Holder with respect to the 
replacement or payment of mutilated, destroyed, lost or stolen Securities. 
 
SECTION 3.7 Payment of Interest; Interest Rights Preserved. 
            ---------------------------------------------- 
     Subject to the last paragraph of this Section, interest or Liquidated 
Damages on any Security that is payable, and is punctually paid or duly provided 
for, on any Interest Payment Date shall be paid to the Person in whose name that 
Security (or one or more Predecessor Securities) is registered at the close of 
business on the Regular Record Date for such interest. 
 
     Any interest or Liquidated Damages on any Security that is payable, but is 
not punctually paid or duly provided for, on any Interest Payment Date (herein 
called "Defaulted Interest") shall forthwith cease to be payable to the Holder 
on the relevant Regular Record Date by virtue of having been such Holder, and 
such Defaulted Interest may be paid by the Company, at its election in each 
case, as provided in Clause (1) or (2) below: 
 
     (1) The Company may elect to make payment of any Defaulted Interest to the 
Persons in whose names the Securities (or their respective Predecessor 
Securities) are registered at the close of business on a "Special Record Date" 
for the payment of such Defaulted Interest, which shall be fixed in the 
following manner. The Company shall notify the Trustee in writing of the amount 
of Defaulted Interest proposed to be paid on each Security, the date of the 
proposed payment and the Special Record Date, and at the same time the Company 
shall deposit with the Trustee an amount of money equal to the aggregate amount 
proposed to be paid in respect of such Defaulted Interest or shall make 
arrangements satisfactory to the Trustee for such deposit prior to the date of 
the proposed payment, such money when deposited to be held in trust for the 
benefit of the Persons entitled to such Defaulted Interest as in this Clause 
provided. The Special Record Date for the payment of such Defaulted Interest 
shall be not more than 15 days and not less than 10 days prior to the date of 
the proposed payment and not less than 10 days after the receipt by the Trustee 
of the notice of the 
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proposed payment. The Trustee, in the name and at the expense of the Company, 
shall cause notice of the proposed payment of such Defaulted Interest and the 
Special Record Date therefor to be mailed, first-class postage prepaid, to each 
Holder at such Holder's address as it appears in the Security Register, not less 
than 10 days prior to such Special Record Date. Notice of the proposed payment 
of such Defaulted Interest and the Special Record Date therefor having been so 
mailed, such Defaulted Interest shall be paid to the Persons in whose names the 
Securities (or their respective Predecessor Securities) are registered at the 
close of business on such Special Record Date and shall no longer be payable 
pursuant to the following Clause (2). 
 
     (2) The Company may make payment of any Defaulted Interest in any other 
lawful manner not inconsistent with the requirements of any securities exchange 
on which the Securities may be listed, and upon such notice as may be required 
by such exchange, if, after notice given by the Company to the Trustee of the 
proposed payment pursuant to this Clause, such manner of payment shall be deemed 
practicable by the Trustee. 
 
     Subject to the provisions of this Section 3.7 and Section 3.5, each 
Security delivered under this Indenture upon registration of transfer of or in 
exchange for or in lieu of any other Security shall carry the rights to interest 
accrued and unpaid, and to accrue, which were carried by such other Security. 
 
     Interest on any Security that is converted in accordance with Section 12.2 
during a Record Date Period shall be payable in accordance with the provisions 
of Section 12.2. 
 
SECTION 3.8 Persons Deemed Owners. 
            --------------------- 
 
     Prior to due presentment of a Security for registration of transfer, the 
Company, the Trustee, any Paying Agent and any agent of the Company, the Trustee 
or any Paying Agent may treat the Person in whose name such Security is 
registered as the owner of such Security for the purpose of receiving payment of 
principal of, premium, if any, and (subject to Section 3.7) interest or 
Liquidated Damages on such Security and for all other purposes whatsoever, 
whether or not such Security be overdue, and neither the Company, the Trustee, 
any Paying Agent nor any agent of the Company, the Trustee or any Paying Agent 
shall be affected by notice to the contrary. 
 
SECTION 3.9 Cancellation. 
            ------------ 
 
     All Securities surrendered for payment, redemption, repurchase, 
registration of transfer or exchange or conversion shall, if surrendered to any 
Person other than the Trustee, be delivered to the Trustee. All Securities so 
delivered to the Trustee shall be canceled promptly by the Trustee (or its 
agent). No Securities shall be authenticated in lieu of or in exchange for any 
Securities canceled as provided in this Section 3.9. The Trustee shall dispose 
of all canceled Securities in accordance with applicable law and its customary 
practices in effect from time to time. 
 
SECTION 3.10 Computation of Interest. 
             ----------------------- 
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     Interest on the Securities (including any Liquidated Damages) shall be 
computed on the basis of a 360-day year of twelve 30-day months. 
 
SECTION 3.11 CUSIP Numbers. 
             ------------- 
 
     The Company in issuing Securities may use "CUSIP" numbers (if then 
generally in use) in addition to serial numbers; if so, the Trustee shall use 
such CUSIP numbers in addition to serial numbers in notices of redemption and 
repurchase as a convenience to Holders; provided that any such notice may state 
that no representation is made as to the correctness of such CUSIP numbers 
either as printed on the Securities or as contained in any notice of a 
redemption or repurchase and that reliance may be placed only on the serial or 
other identification numbers printed on the Securities, and any such redemption 
or repurchase shall not be affected by any defect in or omission of such CUSIP 
numbers. 
 
                                   ARTICLE IV 
                           SATISFACTION AND DISCHARGE 
 
SECTION 4.1 Satisfaction and Discharge of Indenture. 
            --------------------------------------- 
 
     This Indenture shall upon a Company Request cease to be of further effect 
(except as to any surviving rights of conversion, or registration of transfer or 
exchange, or replacement of Securities herein expressly provided for and any 
right to receive Liquidated Damages as provided in Section 10.11 and in the form 
of Securities set forth in Section 2.2 and the Company's obligations to the 
Trustee pursuant to Section 6.7), and the Trustee, at the expense of the 
Company, shall execute proper instruments in form and substance satisfactory to 
the Trustee acknowledging satisfaction and discharge of this Indenture, when 
 
     (1) either 
 
          (i)  all Securities theretofore authenticated and delivered (other 
than (A) Securities which have been destroyed, lost or stolen and that have been 
replaced or paid as provided in Section 3.6 and (B) Securities for whose payment 
money has theretofore been deposited in trust or segregated and held in trust by 
the Company and thereafter repaid to the Company or discharged from such trust, 
as provided in Section 10.3) have been delivered to the Trustee for 
cancellation; or 
 
          (ii) all such Securities not theretofore delivered to the Trustee or 
its agent for cancellation (other than Securities referred to in clauses (A) and 
(B) of clause (1)(i) above) 
 
               (a) have become due and payable, or 
 
               (b) will have become due and payable at their Stated Maturity 
within one year, or 
 
               (c) are to be called for redemption within one year under 
arrangements satisfactory to the Trustee for the giving of notice of redemption 
by the Trustee in the name, and at 
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the expense, of the Company, and the Company, in the case of clause (a), (b) or 
(c) above, has deposited or caused to be deposited with the Trustee as trust 
funds (immediately available to the Holders in the case of clause (a)) in trust 
for the purpose an amount in cash sufficient to pay and discharge the entire 
indebtedness on such Securities not theretofore delivered to the Trustee for 
cancellation, for principal, premium, if any, and interest (including any 
Liquidated Damages) to the date of such deposit (in the case of Securities which 
have become due and payable) or to the Stated Maturity or Redemption Date, as 
the case may be; 
 
     (2) the Company has paid or caused to be paid all other sums payable 
hereunder by the Company; and 
 
     (3) the Company has delivered to the Trustee an Officers' Certificate and 
an Opinion of Counsel, each stating that all conditions precedent herein 
provided for relating to the satisfaction and discharge of this Indenture have 
been complied with. 
 
     Notwithstanding the satisfaction and discharge of this Indenture, the 
obligations of the Company to the Trustee under Section 6.7, the obligations of 
the Company to any Authenticating Agent under Section 6.12, the obligation of 
the Company to pay Liquidated Damages, if money shall have been deposited with 
the Trustee pursuant to clause (1)(ii) of this Section 4.1, the obligations of 
the Trustee under Section 4.2 and the last paragraph of Section 10.3 and the 
obligations of the Company and the Trustee under Section 3.5 and Article XII 
shall survive. Funds held in trust pursuant to this Section are not subject to 
the provisions of Article XIII. 
 
SECTION 4.2 Application of Trust Money. 
            -------------------------- 
 
     Subject to the provisions of the last paragraph of Section 10.3, all money 
deposited with the Trustee pursuant to Section 4.1 and in accordance with the 
provisions of Article XIII shall be held in trust for the sole benefit of the 
Holders and not be subject to the subordination provisions of Article XIII, and 
such monies shall be applied by the Trustee, in accordance with the provisions 
of the Securities and this Indenture, to the payment, either directly or through 
any Paying Agent, to the Persons entitled thereto, of the principal, premium, if 
any, and interest for whose payment such money has been deposited with the 
Trustee. 
 
     All moneys deposited with the Trustee pursuant to Section 4.1 (and held by 
it or any Paying Agent) for the payment of Securities subsequently converted 
shall be returned to the Company upon Company Request. 
 
     The Company shall pay and indemnify the Trustee against any tax, fee or 
other charge imposed or assessed against all money deposited with the Trustee 
pursuant to Section 4.1 (other than income taxes and franchise taxes incurred or 
payable by the Trustee and such other taxes, fees or charges incurred or payable 
by the Trustee that are not directly the result of the deposit of such money 
with the Trustee). 
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                                   ARTICLE V 
                                    REMEDIES 
 
SECTION 5.1 Events of Default. 
            ----------------- 
 
     "Event of Default", wherever used herein, means any one of the following 
events (whatever the reason for such Event of Default and whether it shall be 
occasioned by the provisions of Article XIII or be voluntary or involuntary or 
be effected by operation of law or pursuant to any judgment, decree or order of 
any court or any order, rule or regulation of any administrative or governmental 
body): 
 
     (1) default in the payment of the principal of or premium, if any, on any 
Security at its Maturity, whether or not such payment is prohibited by the 
subordination provisions of the Securities or of this Indenture; or 
 
     (2) default in the payment of any interest (including any Liquidated 
Damages) upon any Security when it becomes due and payable, and continuance of 
such default for a period of 30 days, whether or not such payment is prohibited 
by the subordination provisions of the Securities or of this Indenture; or 
 
     (3) failure by the Company to give a Company Notice in accordance with 
Section 14.3; or 
 
     (4) failure by the Company to comply with any of the provisions of Article 
VII hereof; 
 
     (5) default in the performance, or breach, of any covenant or warranty of 
the Company in this Indenture (other than a covenant or warranty, a default in 
the performance or breach of which is specifically dealt with elsewhere in this 
Section), and continuance of such default or breach for a period of 60 days 
after there has been given, by registered or certified mail, to the Company by 
the Trustee or to the Company and the Trustee by the Holders of at least 25% in 
principal amount of the Outstanding Securities a written notice specifying such 
default or breach and requiring it to be remedied and stating that such notice 
is a "Notice of Default" hereunder; or 
 
     (6) any indebtedness under any bonds, debentures, notes or other evidences 
of indebtedness for money borrowed (or guarantee thereof) by the Company or any 
Subsidiary (an "Instrument") with an aggregate principal amount in excess of 
U.S.$30,000,000, whether such indebtedness now exists or shall hereafter be 
created, is not paid at final maturity of any Instrument (either at its stated 
maturity or upon acceleration thereof), and such indebtedness is not discharged, 
or such acceleration is not rescinded or annulled, within a period of 30 days 
after there shall have been given, by registered or certified mail, to the 
Company by the Trustee or to the Company and the Trustee by the Holders of at 
least 25% in principal amount of the Outstanding Securities a written notice 
specifying such default and requiring the Company to cause such indebtedness to 
be discharged or cause such default to be cured or waived or such acceleration 
to be rescinded or annulled and stating that such notice is a "Notice of 
Default" hereunder; or 
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     (7) the entry by a court having jurisdiction in the premises of (A) a 
decree or order for relief in respect of the Company or any Subsidiary in an 
involuntary case or proceeding under any applicable Federal or State bankruptcy, 
insolvency, reorganization or other similar law or (B) a decree or order 
adjudging the Company or any Subsidiary a bankrupt or insolvent, or approving as 
properly filed a petition seeking reorganization, arrangement, adjustment or 
composition of or in respect of the Company or any Subsidiary under any 
applicable Federal or State law, or appointing a custodian, receiver, 
liquidator, assignee, trustee, sequestrator or other similar official of the 
Company or any Subsidiary or of any substantial part of the property of either, 
or ordering the winding up or liquidation of its affairs, and the continuance of 
any such decree or order for relief or any such other decree or order unstayed 
and in effect for a period of 60 consecutive days; or 
 
     (8) the commencement by the Company or any Subsidiary of a voluntary case 
or proceeding under any applicable Federal or State bankruptcy, insolvency, 
reorganization or other similar law or of any other case or proceeding to be 
adjudicated a bankrupt or insolvent, or the consent by either to the entry of a 
decree or order for relief in respect of the Company or any Subsidiary in an 
involuntary case or proceeding under any applicable Federal or State bankruptcy, 
insolvency, reorganization or other similar law or to the commencement of any 
bankruptcy or insolvency case or proceeding against either, or the filing by 
either of a petition or answer or consent seeking reorganization or similar 
relief under any applicable Federal or State law, or the consent by either to 
the filing of such petition or to the appointment of or taking possession by a 
custodian, receiver, liquidator, assignee, trustee, sequestrator or other 
similar official of the Company or any Subsidiary or of any substantial part of 
the property of either, or the making by either of an assignment for the benefit 
of creditors, or the admission by either in writing of its inability to pay its 
debts generally as they become due, or the taking of corporate action by the 
Company or any Subsidiary in furtherance of any such action. 
 
SECTION 5.2 Acceleration of Maturity; Rescission and Annulment. 
            -------------------------------------------------- 
 
     If an Event of Default (other than an Event of Default specified in Section 
5.1(7) or 5.1(8) with respect to the Company) occurs and is continuing, then in 
every such case the Trustee or the Holders of not less than 25% in principal 
amount of the Outstanding Securities may, subject to the provisions of Article 
XIII, declare the principal of all the Securities to be due and payable 
immediately, by a notice in writing to the Company (and to the Trustee if given 
by the Holders), and upon any such declaration such principal and all accrued 
interest thereon shall become immediately due and payable. If an Event of 
Default specified in Section 5.1(7) or 5.1(8) with respect to the Company 
occurs, the principal of, and accrued interest on, all the Securities shall, 
subject to the provisions of Article XIII, ipso facto become immediately due and 
payable without any declaration or other Act of the Holders or any act on the 
part of the Trustee. 
 
     At any time after such declaration of acceleration has been made and before 
a judgment or decree for payment of the money due has been obtained by the 
Trustee as hereinafter in this Article V provided, the Holders of a majority in 
principal amount of the Outstanding Securities, by written notice to the Company 
and the Trustee, may, on behalf of all Holders, rescind and annul such 
declaration and its consequences if: 
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     (1)  the Company has paid or deposited with the Trustee a sum sufficient to 
pay 
 
          (i)   all overdue interest on all Securities, 
 
          (ii)  the principal of and premium, if any, on any Securities that 
have become due otherwise than by such declaration of acceleration and any 
interest thereon at the rate borne by the Securities, 
 
          (iii) to the extent permitted by applicable law, interest upon overdue 
interest at a rate of 3.5% per annum, and 
 
          (iv)  all sums paid or advanced by the Trustee hereunder and the 
reasonable compensation, expenses, disbursements and advances of the Trustee, 
its agents and counsel; 
 
     (2) all Events of Default, other than the nonpayment of the principal of 
and any premium and interest on, Securities which have become due solely by such 
declaration of acceleration, have been cured or waived as provided in Section 
5.13; and 
 
     (3) such rescission and annulment would not conflict with any judgment or 
decree issued in appropriate judicial proceedings regarding the payment by the 
Trustee to the Holders of the amounts referred to in 5.2(1). 
 
     No rescission or annulment referred to above shall affect any subsequent 
default or impair any right consequent thereon. 
 
SECTION 5.3 Collection of Indebtedness and Suits for Enforcement by Trustee. 
            --------------------------------------------------------------- 
 
     The Company covenants that if: 
 
     (1) default is made in the payment of any interest (including any 
Liquidated Damages) on any Security when it becomes due and payable and such 
default continues for a period of 30 days, or 
 
     (2) default is made in the payment of the principal of or premium, if any, 
on any Security at the Maturity thereof, 
 
the Company will, upon demand of the Trustee but subject to the provisions of 
Article XIII, pay to it, for the benefit of the Holders of such Securities the 
whole amount then due and payable on such Securities for principal and interest 
(including any Liquidated Damages) and interest on any overdue principal and 
premium, if any, and, to the extent permitted by applicable law, on any overdue 
interest (including any Liquidated Damages), at a rate of 3.5% per annum, and in 
addition thereto, such further amount as shall be sufficient to cover the 
reasonable costs and expenses of collection, including the reasonable 
compensation, expenses, disbursements and advances of the Trustee, its agents 
and counsel. 
 
     If the Company fails to pay such amounts forthwith upon such demand, the 
Trustee, in its own name and as trustee of an express trust, may institute a 
judicial proceeding for the collection of 
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the sums so due and unpaid, may prosecute such proceeding to judgment or final 
decree and may enforce the same against the Company or any other obligor upon 
the Securities and collect the moneys adjudged or decreed to be payable in the 
manner provided by law out of the property of the Company or any other obligor 
upon the Securities, wherever situated. 
 
     If an Event of Default occurs and is continuing, the Trustee may in its 
discretion proceed to protect and enforce its rights and the rights of the 
Holders of Securities by such appropriate judicial proceedings as the Trustee 
shall deem most effectual to protect and enforce any such rights, whether for 
the specific enforcement of any covenant or agreement in this Indenture or in 
aid of the exercise of any power granted herein, or to enforce any other proper 
remedy. 
 
SECTION 5.4 Trustee May File Proofs of Claim. 
            -------------------------------- 
 
     In case of the pendency of any receivership, insolvency, liquidation, 
bankruptcy, reorganization, arrangement, adjustment, composition or other 
judicial proceeding relative to the Company or any other obligor upon the 
Securities or the property of the Company or of such other obligor or the 
creditors of either, the Trustee (irrespective of whether the principal of, and 
any interest on, the Securities shall then be due and payable as therein 
expressed or by declaration or otherwise and irrespective of whether the Trustee 
shall have made any demand on the Company for the payment of overdue principal 
or interest) shall be entitled and empowered, by intervention in such proceeding 
or otherwise, 
 
     (1) to file a proof of claim for the whole amount of principal, premium, if 
any, and interest owing and unpaid in respect of the Securities and take such 
other actions, including participating as a member, voting or otherwise, of any 
official committee of creditors appointed in such matter, and to file such other 
papers or documents, in each of the foregoing cases, as may be necessary or 
advisable in order to have the claims of the Trustee (including any claim for 
the reasonable compensation, expenses, disbursements and advances of the 
Trustee, its agents and counsel) and of the Holders of Securities allowed in 
such judicial proceeding, and 
 
     (2) to collect and receive any moneys or other property payable or 
deliverable on any such claim and to distribute the same; and any custodian, 
receiver, assignee, trustee, liquidator, sequestrator or other similar official 
in any such judicial proceeding is hereby authorized by each Holder of 
Securities to make such payments to the Trustee and, in the event that the 
Trustee shall consent to the making of such payments directly to the Holders of 
Securities to pay to the Trustee any amount due to it for the reasonable 
compensation, expenses, disbursements and advances of the Trustee, its agents 
and counsel and any other amounts due the Trustee under Section 6.7. 
 
     Nothing herein contained shall be deemed to authorize the Trustee to 
authorize or consent to or accept or adopt on behalf of any Holder of a Security 
any plan of reorganization, arrangement, adjustment or composition affecting the 
Securities or the rights of any Holder thereof or to authorize the Trustee to 
vote in respect of the claim of any Holder of a Security in any such proceeding; 
provided, however, that the Trustee may, on behalf of such Holders, vote for the 
election of a trustee in bankruptcy or similar official. 
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SECTION 5.5 Trustee May Enforce Claims Without Possession of Securities. 
            ----------------------------------------------------------- 
 
     All rights of action and claims under this Indenture or the Securities may 
be prosecuted and enforced by the Trustee without the possession of any of the 
Securities or the production thereof in any proceeding relating thereto, and any 
such proceeding instituted by the Trustee shall be brought in its own name as 
trustee of an express trust, and any recovery of judgment shall, after provision 
for the payment of the reasonable compensation, expenses, disbursements and 
advances of the Trustee, its agents and counsel, be for the ratable benefit of 
the Holders of the Securities in respect of which judgment has been recovered. 
 
SECTION 5.6 Application of Money Collected. 
            ------------------------------ 
 
     Subject to Article XIII, any money collected by the Trustee pursuant to 
this Article V shall be applied in the following order, at the date or dates 
fixed by the Trustee and, in case of the distribution of such money on account 
of principal, premium, if any, or interest, upon presentation of the Securities 
and the notation thereon of the payment if only partially paid and upon 
surrender thereof if fully paid: 
 
     FIRST: To the payment of all amounts due the Trustee under Section 6.7; 
 
     SECOND: To the payment of the amounts then due and unpaid for principal of, 
premium, if any, or interest (including Liquidated Damages, if any) on, the 
Securities in respect of which or for the benefit of which such money has been 
collected, ratably, without preference or priority of any kind, according to the 
amounts due and payable on such Securities for principal, premium, if any, and 
interest (including Liquidated Damages, if any), respectively; 
 
     THIRD: To such other Person or Persons, if any, to the extent entitled 
thereto; and 
 
     FOURTH: Any remaining amounts shall be repaid to the Company. 
 
SECTION 5.7 Limitation on Suits. 
            ------------------- 
 
     No Holder of any Security shall have any right to institute any proceeding, 
judicial or otherwise, with respect to this Indenture, or for the appointment of 
a receiver or trustee, or for any other remedy hereunder, unless: 
 
     (1) such Holder has previously given written notice to the Trustee of an 
Event of Default and such Event of Default is continuing at the time of such 
institution; 
 
     (2) the Holders of not less than 25% in principal amount of the Outstanding 
Securities shall have made written request to the Trustee to institute 
proceedings in respect of such Event of Default in its own name as Trustee 
hereunder; 
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     (3) such Holder or Holders have offered to the Trustee, and if requested, 
shall have provided, reasonable indemnity against the costs, expenses and 
liabilities to be incurred in compliance with such request; 
 
     (4) the Trustee for 60 days after its receipt of such notice, request and 
offer of indemnity (or if requested, receipt of indemnity) has failed to 
institute any such proceeding; and 
 
     (5) no direction inconsistent with such written request has been given to 
the Trustee during such 60 day period by the Holders of a majority in principal 
amount of the Outstanding Securities, it being understood and intended that no 
one or more of such Holders shall have any right in any manner whatever by 
virtue of, or by availing of, any provision of this Indenture to affect, disturb 
or prejudice the rights of any other of such Holders, or to obtain or seek to 
obtain priority or preference over any other of such Holders or to enforce any 
right under this Indenture, except in the manner herein provided and for the 
equal and ratable benefit of all such Holders. 
 
SECTION 5.8 Unconditional Right of Holders to Receive Principal, Premium and 
            ---------------------------------------------------------------- 
            Interest and to Convert. 
            ----------------------- 
 
     Notwithstanding any other provision in this Indenture, but subject to the 
provisions of Article XIII, the Holder of any Security shall have the right, 
which is absolute and unconditional, to receive payment of the principal of, 
premium, if any, and (subject to Section 3.7) interest (including Liquidated 
Damages, if any) on such Security on the respective Stated Maturities expressed 
in such Security (or, in the case of redemption or repurchase, on the Redemption 
Date or Repurchase Date, as the case may be), and to convert such Security in 
accordance with Article XII, and to institute suit for the enforcement of any 
such payment and right to convert, and such rights shall not be impaired without 
the consent of such Holder. 
 
SECTION 5.9 Restoration of Rights and Remedies. 
            ---------------------------------- 
 
     If the Trustee or any Holder of a Security has instituted any proceeding to 
enforce any right or remedy under this Indenture and such proceeding has been 
discontinued or abandoned for any reason, or has been determined adversely to 
the Trustee or to such Holder, then and in every such case, subject to any 
determination in such proceeding, the Company, the Trustee and the Holders of 
Securities shall be restored severally and respectively to their former 
positions hereunder and thereafter all rights and remedies of the Trustee and 
such Holders shall continue as though no such proceeding had been instituted. 
 
SECTION 5.10 Rights and Remedies Cumulative. 
             ------------------------------ 
 
     Except as otherwise provided with respect to the replacement or payment of 
mutilated, destroyed, lost or stolen Securities in the last paragraph of Section 
3.6, no right or remedy herein conferred upon or reserved to the Trustee or to 
the Holders of Securities is intended to be exclusive of any other right or 
remedy, and every right and remedy shall, to the extent permitted by law, be 
cumulative and in addition to every other right and remedy given hereunder or 
now or hereafter existing at law or in equity or otherwise. The assertion or 
employment of any right or remedy hereunder, or otherwise, shall not prevent the 
concurrent assertion or employment of any other appropriate right or remedy. 
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SECTION 5.11 Delay or Omission Not Waiver. 
             ---------------------------- 
 
     No delay or omission of the Trustee or of any Holder of any Security to 
exercise any right or remedy accruing upon any Event of Default shall impair any 
such right or remedy or constitute a waiver of any such Event of Default or any 
acquiescence therein. Every right and remedy given by this Article V or by law 
to the Trustee or to the Holders of Securities may be exercised from time to 
time, and as often as may be deemed expedient, by the Trustee or (subject to the 
limitations contained in this Indenture) by the Holders of Securities as the 
case may be. 
 
SECTION 5.12 Control by Holders of Securities. 
             -------------------------------- 
 
     Subject to Section 6.3, the Holders of a majority in principal amount of 
the Outstanding Securities shall have the right to direct the time, method and 
place of conducting any proceeding for any remedy available to the Trustee or 
exercising any trust or power conferred on the Trustee, provided that 
 
     (1) such direction shall not be in conflict with any rule of law or with 
this Indenture, and 
 
     (2) the Trustee may take any other action deemed proper by the Trustee 
which is not inconsistent with such direction, and 
 
     (3) the Trustee need not take any action that might involve it in personal 
liability or be unjustly prejudicial to the Holders of Securities not 
consenting. 
 
SECTION 5.13 Waiver of Past Defaults. 
             ----------------------- 
 
     The Holders, either (i) through the written consent of not less than a 
majority in principal amount of the Outstanding Securities or (ii) by the 
adoption of a resolution, at a meeting of Holders of the Outstanding Securities 
at which a quorum is present, by the Holders of at least 66 2/3%in principal 
amount of the Outstanding Securities represented at such meeting, may on behalf 
of the Holders of all the Securities waive any past default hereunder and its 
consequences, except a default (A) in the payment of the principal of, premium, 
if any, or interest (including Liquidated Damages) on any Security, or (B) in 
respect of a covenant or provision hereof which under Article VIII cannot be 
modified or amended without the consent of the Holder of each Outstanding 
Security affected. 
 
     Upon any such waiver, such default shall cease to exist, and any Event of 
Default arising therefrom shall be deemed to have been cured, for every purpose 
of this Indenture; but no such waiver shall extend to any subsequent or other 
default or impair any right consequent thereon. 
 
SECTION 5.14 Undertaking for Costs. 
             --------------------- 
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     All parties to this Indenture agree, and each Holder of any Security by his 
acceptance thereof shall be deemed to have agreed, that any court may in its 
discretion require, in any suit for the enforcement of any right or remedy under 
this Indenture, or any suit against the Trustee for any action taken, suffered 
or omitted by it as Trustee, the filing by any party litigant in such suit of an 
undertaking to pay the costs of such suit, and that such court may in its 
discretion assess reasonable costs, including reasonable attorneys' fees, 
against any party litigant in such suit, having due regard to the merits and 
good faith of the claims or defenses made by such party litigant; but the 
provisions of this Section 5.14 shall not apply to any suit instituted by the 
Company, to any suit instituted by the Trustee, to any suit instituted by any 
Holder, or group of Holders, holding in the aggregate more than 10% in principal 
amount of the Outstanding Securities, or to any suit instituted by any Holder of 
any Security for the enforcement of the payment of the principal of, premium, if 
any, or interest on any Security on or after the respective Stated Maturity or 
Maturities expressed in such Security (or, in the case of redemption or 
repurchase, on or after the Redemption Date or Repurchase Date, as the case may 
be) or for the enforcement of the right to convert any Security in accordance 
with Article XII. 
 
SECTION 5.15 Waiver of Stay, Usury or Extension Laws. 
             --------------------------------------- 
 
     The Company covenants (to the extent that it may lawfully do so) that it 
will not at any time insist upon, or plead, or in any manner whatsoever claim or 
take the benefit or advantage of, any stay, usury or extension law wherever 
enacted, now or at any time hereafter in force, that may affect the covenants or 
the performance of this Indenture; and the Company (to the extent that it may 
lawfully do so) hereby expressly waives all benefit or advantage of any such law 
and covenants that it will not hinder, delay or impede by reason of such law the 
execution of any power herein granted to the Trustee, but will suffer and permit 
the execution of every such power as though no such law had been enacted. 
 
                                   ARTICLE VI 
                                   THE TRUSTEE 
 
SECTION 6.1 Certain Duties and Responsibilities. 
            ----------------------------------- 
 
     (1) Except during the continuance of an Event of Default, 
 
          (i)  the Trustee undertakes to perform such duties and only such 
duties as are specifically set forth in this Indenture, and no implied covenants 
or obligations shall be read into this Indenture against the Trustee; and 
 
          (ii) in the absence of bad faith on its part, the Trustee may 
conclusively rely, as to the truth of the statements and the correctness of the 
opinions expressed therein, upon certificates or opinions furnished to the 
Trustee and conforming to the requirements of this Indenture, but in the case of 
any such certificates or opinions which by any provision hereof are specifically 
required to be furnished to the Trustee, the Trustee shall be under a duty to 
examine the same to determine whether or not they conform to the requirements of 
this Indenture, but not to verify the contents thereof. 
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     (2) In case an Event of Default has occurred and is continuing, the Trustee 
shall exercise such of the rights and powers vested in it by this Indenture, and 
use the same degree of care and skill in their exercise, as a prudent man would 
exercise or use under the circumstances in the conduct of his own affairs. 
 
     (3) No provision of this Indenture shall be construed to relieve the 
Trustee from liability for its own negligent action, its own negligent failure 
to act, or its own willful misconduct, except that 
 
         (i)   this paragraph (3) shall not be construed to limit the effect of 
paragraph (1) of this Section; 
 
         (ii)  the Trustee shall not be liable for any error of judgment made in 
good faith by a Responsible Officer, unless it shall be proved that the Trustee 
was negligent in ascertaining the pertinent facts; 
 
         (iii) the Trustee shall not be liable with respect to any action taken 
or omitted to be taken by it in good faith in accordance with the direction of 
the Holders of a majority in principal amount of the Outstanding Securities 
relating to the time, method and place of conducting any proceeding for any 
remedy available to the Trustee, or exercising any trust or power conferred upon 
the Trustee, under this Indenture; and 
 
         (iv)  no provision of this Indenture shall require the Trustee to 
expend or risk its own funds or otherwise incur any financial liability in the 
performance of any of its duties hereunder, or in the exercise of any of its 
rights or powers, if it shall have reasonable grounds for believing that 
repayment of such funds or adequate indemnity against such risk or liability is 
not reasonably assured to it. 
 
     (4) Whether or not therein expressly so provided, every provision of this 
Indenture relating to the conduct or affecting the liability of or affording 
protection to the Trustee shall be subject to the provisions of this Section. 
 
SECTION 6.2 Notice of Defaults. 
            ------------------ 
 
     Within 90 days after the occurrence of any default hereunder as to which 
the Trustee has received written notice, the Trustee shall give to all Holders 
of Securities, in the manner provided in Section 1.6, notice of such default, 
unless such default shall have been cured or waived; provided, however, that, 
except in the case of a default in the payment of the principal of, premium, if 
any, or interest on any Security the Trustee shall be protected in withholding 
such notice if and so long as the board of directors, the executive committee or 
a trust committee of directors or Responsible Officers of the Trustee in good 
faith determines that the withholding of such notice is in the interest of the 
Holders; and provided, further, that in the case of any default of the character 
specified in Section 5.1(5), no such notice to Holders of Securities shall be 
given until at least 60 days after the occurrence thereof or, if applicable, the 
cure period specified therein. For the purpose of this Section, 
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the term "default" means any event which is, or after notice or lapse of time or 
both would become, an Event of Default. 
 
SECTION 6.3 Certain Rights of Trustee. 
            ------------------------- 
     Subject to the provisions of Section 6.1: 
 
     (1) the Trustee may rely, and shall be protected in acting or refraining 
from acting, upon any resolution, Officers' Certificate, other certificate, 
statement, instrument, opinion, report, notice, request, direction, consent, 
order, bond, debenture, note, coupon, other evidence of indebtedness or other 
paper or document (collectively, the "Documents") believed by it to be genuine 
and to have been signed or presented by the proper party or parties, and the 
Trustee need not investigate any fact or matter stated in such Documents; 
 
     (2) any request or direction of the Company mentioned herein shall be 
sufficiently evidenced by a Company Request or Company Order and any resolution 
of the Board of Directors shall be sufficiently evidenced by a Board Resolution; 
 
     (3) whenever in the administration of this Indenture the Trustee shall deem 
it desirable that a matter be proved or established prior to taking, suffering 
or omitting any action hereunder, the Trustee (unless other evidence be the one 
specifically prescribed) may, in the absence of bad faith on its part, request 
and rely upon an Officers' Certificate or Opinion of Counsel; 
 
     (4) the Trustee may consult with counsel of its selection and the advice of 
such counsel or any Opinion of Counsel shall be full and complete authorization 
and protection in respect of any action taken, suffered or omitted by it 
hereunder in good faith and in reliance thereon; 
 
     (5) the Trustee shall be under no obligation to exercise any of the rights 
or powers vested in it by this Indenture at the request or direction of any of 
the Holders of Securities pursuant to this Indenture, unless such Holders shall 
have offered, and, if requested by the Trustee, delivered to the Trustee 
reasonable security or indemnity against the costs, expenses and liabilities 
which might be incurred by it in compliance with such request or direction; 
 
     (6) the Trustee shall not be bound to make any investigation into the facts 
or matters stated in any resolution, certificate, statement, instrument, 
opinion, report, notice, request, direction, consent, order, bond, debenture, 
note, coupon, other evidence of indebtedness or other paper or document, but the 
Trustee may make such further inquiry or investigation into such facts or 
matters as it may see fit, and, if the Trustee shall determine to make such 
further inquiry or investigation, it shall be entitled to examine the books, 
records and premises of the Company, personally or by agent or attorney; and 
 
     (7) the Trustee may execute any of the trusts or powers hereunder or 
perform any duties hereunder either directly or by or through agents or 
attorneys and the Trustee shall not be responsible for any misconduct or 
negligence on the part of any agent or attorney appointed with due care by it 
hereunder. 
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SECTION 6.4 Not Responsible for Recitals or Issuance of Securities. 
            ------------------------------------------------------ 
 
     The recitals contained herein and in the Securities (except the Trustee's 
certificates of authentication) shall be taken as the statements of the Company, 
and the Trustee assumes no responsibility for their correctness. The Trustee 
makes no representations as to the validity or sufficiency of this Indenture, of 
the Securities or of the Common Stock issuable upon the conversion of the 
Securities. The Trustee shall not be accountable for the use or application by 
the Company of Securities or the proceeds thereof. 
 
SECTION 6.5 May Hold Securities, Act as Trustee under Other Indentures. 
            ---------------------------------------------------------- 
 
     The Trustee, any Authenticating Agent, any Paying Agent, any Conversion 
Agent or any other agent of the Company or the Trustee, in its individual or any 
other capacity, may become the owner or pledgee of Securities and may otherwise 
deal with the Company with the same rights it would have if it were not Trustee, 
Authenticating Agent, Paying Agent, Conversion Agent or such other agent. 
 
     The Trustee may become and act as trustee under other indentures under 
which other securities, or certificates of interest or participation in other 
securities, of the Company are outstanding in the same manner as if it were not 
Trustee hereunder. 
 
SECTION 6.6 Money Held in Trust. 
            ------------------- 
 
     Money held by the Trustee in trust hereunder need not be segregated from 
other funds except to the extent required by law. The Trustee shall be under no 
liability for interest on any money received by it hereunder except as otherwise 
agreed in writing with the Company. 
 
SECTION 6.7 Compensation and Reimbursement. 
            ------------------------------ 
 
     The Company agrees: 
 
     (1) to pay to the Trustee from time to time such reasonable compensation as 
the Company and the Trustee shall from time to time agree in writing for its 
acceptance of this Indenture and for all services rendered by it hereunder 
(which compensation shall not be limited by any provision of law in regard to 
the compensation of a trustee of an express trust); 
 
     (2) except as otherwise expressly provided herein, to reimburse the Trustee 
upon its request for all reasonable expenses, disbursements and advances 
incurred or made by the Trustee (including costs and expenses of enforcing this 
Indenture and defending itself against any claim (whether asserted by the 
Company, any Holder of Securities or any other Person) or liability in 
connection with the exercise of any of its powers or duties hereunder) in 
accordance with any provision of this Indenture (including the reasonable 
compensation and the expenses and disbursements of its agents and counsel), 
except any such expense, disbursement or advance as may be attributable to its 
negligence or bad faith; and 
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     (3) to indemnify the Trustee (and its directors, officers, employees and 
agents) for, and to hold it harmless against, any loss, liability or expense 
incurred without negligence or bad faith on its part, arising out of or in 
connection with the acceptance or administration of this trust, including the 
reasonable costs, expenses and reasonable attorneys' fees of defending itself 
against any claim or liability in connection with the exercise or performance of 
any of its powers or duties hereunder. 
 
     The Trustee shall have a lien prior to the Securities on all money or 
property held or controlled by the Trustee to secure the Company's payment 
obligations in this Section 6.7, except that held in trust to pay principal and 
interest (including Liquidated Damages) on the Securities. 
 
     When the Trustee incurs expenses or renders services in connection with an 
Event of Default specified in Section 5.1(7) or Section 5.1(8), the expenses 
(including the reasonable charges of its counsel) and the compensation for the 
services are intended to constitute expenses of the administration under any 
applicable Federal or state bankruptcy, insolvency or other similar law. 
 
     The provisions of this Section shall survive the termination of this 
Indenture or the earlier resignation or removal of the Trustee. 
 
SECTION 6.8 Corporate Trustee Required; Eligibility. 
            --------------------------------------- 
 
     There shall at all times be a Trustee hereunder which shall be a Person 
that is eligible pursuant to the Trust Indenture Act to act as such, having (or 
be part of a holding company group with) a combined capital and surplus of at 
least U.S.$50,000,000, subject to supervision or examination by federal or state 
authority, and in good standing. The Trustee or an Affiliate of the Trustee 
shall maintain an established place of business in the Borough of Manhattan, The 
City of New York. If such corporation publishes reports of condition at least 
annually, pursuant to law or to the requirements of said supervising or 
examining authority, then for the purposes of this Section, the combined capital 
and surplus of such corporation shall be deemed to be its combined capital and 
surplus as set forth in its most recent report of condition so published. If at 
any time the Trustee shall cease to be eligible in accordance with the 
provisions of this Section, it shall resign immediately in the manner and with 
the effect hereinafter specified in this Article and a successor shall be 
appointed pursuant to Section 6.9. 
 
SECTION 6.9 Resignation and Removal; Appointment of Successor. 
            ------------------------------------------------- 
 
     (1) No resignation or removal of the Trustee and no appointment of a 
successor Trustee pursuant to this Article shall become effective until the 
acceptance of appointment by the successor Trustee in accordance with the 
applicable requirements of Section 6.10. 
 
     (2) The Trustee may resign at any time by giving written notice thereof to 
the Company. If the instrument of acceptance by a successor Trustee required by 
Section 6.10 shall not have been delivered to the Trustee within 30 days after 
the giving of such notice of resignation, the resigning Trustee may petition any 
court of competent jurisdiction for the appointment of a successor Trustee. 
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     (3) The Trustee may be removed at any time by an Act of the Holders of a 
majority in principal amount of the Outstanding Securities, delivered to the 
Trustee and the Company. If the instrument of acceptance by a successor Trustee 
required by Section 6.10 shall not have been delivered to the Trustee within 30 
days after the giving of such notice of removal, the removed Trustee may 
petition any court of competent jurisdiction for the appointment of a successor 
Trustee. 
 
     (4) If at any time: 
 
          (i)  the Trustee shall cease to be eligible under Section 6.8 and 
shall fail to resign after written request therefor by the Company or by any 
Holder of a Security who has been a bona fide Holder of a Security for at least 
six months, or 
 
          (ii) the Trustee shall become incapable of acting or shall be adjudged 
a bankrupt or insolvent or a receiver of the Trustee or of its property shall be 
appointed or any public officer shall take charge or control of the Trustee or 
of its property or affairs for the purpose of rehabilitation, conservation or 
liquidation, 
 
then, in any such case (i) the Company by a Board Resolution may remove the 
Trustee, or (ii) subject to Section 5.14, any Holder of a Security who has been 
a bona fide Holder of a Security for at least six months may, on behalf of 
himself and all others similarly situated, petition any court of competent 
jurisdiction for the removal of the Trustee and the appointment of a successor 
Trustee. 
 
     (5) If the Trustee shall resign, be removed or become incapable of acting, 
or if a vacancy shall occur in the office of Trustee for any cause, the Company, 
by a Board Resolution, shall promptly appoint a successor Trustee and shall 
comply with the applicable requirements of this Section and Section 6.10. If, 
within one year after such resignation, removal or incapability, or the 
occurrence of such vacancy, a successor Trustee shall be appointed by Act of the 
Holders of a majority in principal amount of the Outstanding Securities 
delivered to the Company and the retiring Trustee, the successor Trustee so 
appointed shall, forthwith upon its acceptance of such appointment in accordance 
with the applicable requirements of Section 6.10, become the successor Trustee 
and supersede the successor Trustee appointed by the Company. If no successor 
Trustee shall have been so appointed by the Company or the Holders of Securities 
and accepted appointment in the manner required by this Section and Section 
6.10, any Holder of a Security who has been a bona fide Holder of a Security for 
at least six months may, on behalf of himself and all others similarly situated, 
petition any court of competent jurisdiction for the appointment of a successor 
Trustee. 
 
     (6) The Company shall give notice of each resignation and each removal of 
the Trustee and each appointment of a successor Trustee to all Holders of 
Securities in the manner provided in Section 1.6. Each notice shall include the 
name of the successor Trustee and the address of its Corporate Trust Office. 
 
SECTION 6.10 Acceptance of Appointment by Successor. 
             -------------------------------------- 
 
     Every successor Trustee appointed hereunder shall execute, acknowledge and 
deliver to the Company and to the retiring Trustee an instrument accepting such 
appointment, and thereupon the 
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resignation or removal of the retiring Trustee shall become effective and such 
successor Trustee, without any further act, deed or conveyance, shall become 
vested with all the rights, powers, trusts and duties of the retiring Trustee; 
but, on the request of the Company or the successor Trustee, such retiring 
Trustee shall, upon payment of its charges, execute and deliver an instrument 
transferring to such successor Trustee all the rights, powers and trusts of the 
retiring Trustee and shall duly assign, transfer and deliver to such successor 
Trustee all property and money held by such retiring Trustee hereunder. Upon 
request of any such successor Trustee, the Company shall execute any and all 
instruments to more fully and with more certainty vest in and confirm to such 
successor Trustee all such rights, powers and trusts. 
 
     No successor Trustee shall accept its appointment unless at the time of 
such acceptance such successor Trustee shall be eligible under this Article. 
 
SECTION 6.11 Merger, Conversion, Consolidation or Succession to Business. 
             ----------------------------------------------------------- 
 
     Any corporation into which the Trustee may be merged or converted or with 
which it may be consolidated, or any corporation resulting from any merger, 
conversion or consolidation to which the Trustee shall be a party, or any 
corporation succeeding to all or substantially all of the corporate trust 
business of the Trustee (including the trust created by this Indenture), shall 
be the successor of the Trustee hereunder, provided such corporation shall be 
otherwise eligible under this Article, without the execution or filing of any 
paper or any further act on the part of any of the parties hereto. In case any 
Securities shall have been authenticated, but not delivered, by the Trustee then 
in office, any successor by merger, conversion or consolidation to such 
authenticating Trustee may adopt such authentication and deliver the Securities 
so authenticated with the same effect as if such successor Trustee had itself 
authenticated such Securities. 
 
SECTION 6.12 Authenticating Agents. 
             --------------------- 
 
     The Trustee may, with the consent of the Company, appoint an 
"Authenticating Agent" or Agents acceptable to the Company with respect to the 
Securities, which Authenticating Agent shall be authorized to act on behalf of 
the Trustee to authenticate Securities issued upon exchange or substitution 
pursuant to this Indenture. 
 
     Securities authenticated by an Authenticating Agent shall be entitled to 
the benefits of this Indenture and shall be valid and obligatory for all 
purposes as if authenticated by the Trustee hereunder, and every reference in 
this Indenture to the authentication and delivery of Securities by the Trustee 
or the Trustee's certificate of authentication shall be deemed to include 
authentication and delivery on behalf of the Trustee by an Authenticating Agent 
and a certificate of authentication executed on behalf of the Trustee by an 
Authenticating Agent. Each Authenticating Agent shall be subject to acceptance 
by the Company and shall at all times be a corporation organized and doing 
business under the laws of the United States of America, any State thereof or 
the District of Columbia, authorized under such laws to act as Authenticating 
Agent and subject to supervision or examination by government or other fiscal 
authority. If at any time an Authenticating Agent shall cease to be eligible in 
accordance with the provisions of this Section 6.12, such Authenticating Agent 
shall resign immediately in the manner and with the effect specified in this 
Section 6.12. 
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     Any corporation into which an Authenticating Agent may be merged or 
converted or with which it may be consolidated, or any corporation resulting 
from any merger, conversion or consolidation to which such Authenticating Agent 
shall be a party, or any corporation succeeding to all or substantially all the 
corporate agency or corporate trust business of an Authenticating Agent 
(including the authenticating agency contemplated by this Indenture), shall 
continue to be an Authenticating Agent, provided such corporation shall be 
otherwise eligible under this Section 6.12, without the execution or filing of 
any paper or any further act on the part of the Trustee or the Authenticating 
Agent. 
 
     An Authenticating Agent may resign at any time by giving written notice 
thereof to the Trustee and to the Company. The Trustee may at any time terminate 
the agency of an Authenticating Agent by giving written notice thereof to such 
Authenticating Agent and to the Company. Upon receiving such a notice of 
resignation or upon such a termination, or in case at any time such 
Authenticating Agent shall cease to be eligible in accordance with the 
provisions of this Section 6.12, the Trustee may appoint a successor 
Authenticating Agent which shall be subject to acceptance by the Company. Any 
successor Authenticating Agent upon acceptance of its appointment hereunder 
shall become vested with all the rights, powers and duties of its predecessor 
hereunder, with like effect as if originally named as an Authenticating Agent. 
No successor Authenticating Agent shall be appointed unless eligible under the 
provisions of this Section 6.12. 
 
     The Company agrees to pay to each Authenticating Agent from time to time 
reasonable compensation for its services under this Section 6.12. 
 
     If an Authenticating Agent is appointed with respect to the Securities 
pursuant to this Section 6.12, the Securities may have endorsed thereon, in 
addition to or in lieu of the Trustee's certification of authentication, an 
alternative certificate of authentication in the following form: 
 
     This is one of the Securities referred to in the within-mentioned 
Indenture. 
 
                                              STATE STREET BANK AND TRUST 
                                              COMPANY OF CALIFORNIA, N.A., 
                                              as Trustee 
 
 
                                              By: 
                                              ---------------------------------- 
                                              As Authenticating Agent 
 
 
                                              By: 
                                              ---------------------------------- 
                                              Authorized Signatory 
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SECTION 6.13 Disqualification; Conflicting Interests. 
             --------------------------------------- 
 
     If the Trustee has or shall acquire a conflicting interest within the 
meaning of the Trust Indenture Act, the Trustee shall either eliminate such 
interest or resign, to the extent and in the manner provided by, and subject to 
the provisions of, the Trust Indenture Act and this Indenture. 
 
SECTION 6.14 Preferential Collection of Claims Against Company. 
             ------------------------------------------------- 
 
     If and when the Trustee shall be or become a creditor of the Company (or 
any other obligor upon the Securities), the Trustee shall be subject to the 
provisions of the Trust Indenture Act regarding the collection of claims against 
the Company (or any such other obligor). 
 
                                   ARTICLE VII 
              CONSOLIDATION, MERGER, CONVEYANCE, TRANSFER OR LEASE 
 
SECTION 7.1 Company May Consolidate, Etc. Only on Certain Terms. 
            --------------------------------------------------- 
 
     The Company shall not consolidate with or merge into any other Person or 
convey, transfer or lease all its properties and assets substantially as an 
entirety to any Person, and the Company shall not permit any Person to 
consolidate with or merge into the Company or convey, transfer, sell or lease 
such Person's properties and assets substantially as an entirety to the Company 
unless: 
 
     (1) the Person formed by such consolidation or into or with which the 
Company is merged or the Person to which the properties and assets of the 
Company are so conveyed, transferred, sold or leased shall be a corporation, 
limited liability company, partnership or trust organized and validly existing 
under the laws of the United States of America, any State thereof or the 
District of Columbia and, if other than the Company, shall expressly assume, by 
an indenture supplemental hereto, executed and delivered to the Trustee, in form 
satisfactory to the Trustee, the due and punctual payment of the principal of, 
premium, if any, and interest (including Liquidated Damages, if any) on all of 
the Securities as applicable, and the performance or observance of every 
covenant of this Indenture on the part of the Company to be performed or 
observed and shall have provided for conversion rights in accordance with 
Article XII; 
 
     (2) immediately after giving effect to such transaction, no Event of 
Default, and no event that after notice or lapse of time or both, would become 
an Event of Default, shall have occurred and be continuing; and 
 
     (3) the Company has delivered to the Trustee an Officers' Certificate and 
an Opinion of Counsel, each stating that such consolidation, merger, conveyance, 
transfer or lease and, if a supplemental indenture is required in connection 
with such transaction, such supplemental indenture comply with this Article and 
that all conditions precedent herein provided for relating to such transaction 
have been complied with, together with any documents required under Section 8.3. 
 
SECTION 7.2 Successor Substituted. 
            --------------------- 
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     Upon any consolidation of the Company with, or merger of the Company into 
any other Person or any conveyance, transfer or lease of all or substantially 
all the properties and assets of the Company in accordance with Section 7.1, the 
successor Person formed by such consolidation or into or with which the Company 
is merged or to which such conveyance, transfer or lease is made shall succeed 
to, and be substituted for, and may exercise every right and power of, the 
Company under this Indenture with the same effect as if such successor Person 
had been named as the Company herein, and thereafter, except in the case of a 
lease, the predecessor Person shall be relieved of all obligations and covenants 
under this Indenture and the Securities. 
 
                                  ARTICLE VIII 
                             SUPPLEMENTAL INDENTURES 
 
SECTION 8.1 Supplemental Indentures Without Consent of Holders of Securities. 
            ---------------------------------------------------------------- 
 
     Without the consent of any Holders of Securities the Company, when 
authorized by a Board Resolution, and the Trustee, at any time and from time to 
time, may enter into one or more indentures supplemental hereto for any of the 
following purposes: 
 
     (1) to evidence the succession of another Person to the Company and the 
assumption by any such successor of the covenants and obligations of the Company 
herein and in the Securities as permitted by Article VII of this Indenture; or 
 
     (2) to add to the covenants of the Company for the benefit of the Holders 
of Securities or to surrender any right or power herein conferred upon the 
Company; or 
 
     (3) to secure the Securities; or 
 
     (4) to make provision with respect to the conversion rights of Holders of 
Securities pursuant to Section 12.11 or to make provision with respect to the 
repurchase rights of Holders of Securities pursuant to Section 14.5; or 
 
     (5) to make any changes or modifications to this Indenture necessary in 
connection with the registration of any Registrable Securities under the 
Securities Act as contemplated by Section 10.11, provided such action pursuant 
to this clause (5) shall not adversely affect the interests of the Holders of 
Securities; or 
 
     (6) to comply with the requirements of the Trust Indenture Act or the rules 
and regulations of the Commission thereunder in order to effect or maintain the 
qualification of this Indenture under the Trust Indenture Act, as contemplated 
by this Indenture or otherwise; or 
 
     (7) to evidence and provide for the acceptance of appointment hereunder by 
a successor Trustee; or 
 
     (8) subject to Section 13.12, to make any change in Article XIII that would 
limit or terminate the benefits available to any holder of Senior Debt under 
such Article; or 
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     (9) to cure any ambiguity, to correct or supplement any provision herein 
that may be inconsistent with any other provision herein or that is otherwise 
defective, or to make any other provisions with respect to matters or questions 
arising under this Indenture as the Company and the Trustee may deem necessary 
or desirable, provided such action pursuant to this clause (8) shall not 
adversely affect the interests of the Holders of Securities in any material 
respect. 
 
     Upon Company Request, accompanied by a Board Resolution authorizing the 
execution of any such supplemental indenture, and subject to and upon receipt by 
the Trustee of the documents described in Section 8.3 hereof, the Trustee shall 
join with the Company in the execution of any supplemental indenture authorized 
or permitted by the terms of this Indenture and to make any further appropriate 
agreements and stipulations that may be therein contained. 
 
SECTION 8.2 Supplemental Indentures with Consent of Holders of Securities. 
            ------------------------------------------------------------- 
 
     With either (i) the written consent of the Holders of not less than a 
majority in principal amount of the Outstanding Securities, by the Act of said 
Holders delivered to the Company and the Trustee, or (ii) by the adoption of a 
resolution, at a meeting of Holders of the Outstanding Securities at which a 
quorum is present, by the Holders of at least 66 2/3% in principal amount of the 
Outstanding Securities represented at such meeting, the Company, when authorized 
by a Board Resolution, and the Trustee may enter into an indenture or indentures 
supplemental hereto for the purpose of adding any provisions to or changing in 
any manner or eliminating any of the provisions of this Indenture or of 
modifying in any manner the rights of the Holders of Securities under this 
Indenture; provided, however, that no such supplemental indenture shall, without 
the consent or affirmative vote of the Holder of each Outstanding Security 
affected thereby, 
 
     (1) change the Stated Maturity of the principal of, or any installment of 
interest on, any Security, or reduce the principal amount of, or the premium, if 
any, or the rate of interest payable thereon, or reduce the amount payable upon 
a redemption or mandatory repurchase, or change the place or currency of payment 
of the principal of, premium, if any, or interest on any Security (including any 
payment of Liquidated Damages or Redemption Price or Repurchase Price in respect 
of such Security) or impair the right to institute suit for the enforcement of 
any payment in respect of any Security on or after the Stated Maturity thereof 
(or, in the case of redemption or any repurchase, on or after the Redemption 
Date or Repurchase Date, as the case may be) or, except as permitted by Section 
12.11, adversely affect the right of Holders to convert any Security as provided 
in Article XII, or modify the provisions of this Indenture with respect to the 
subordination of the Securities in a manner adverse to the Holders; or 
 
     (2) reduce the requirements of Section 9.4 for quorum or voting, or reduce 
the percentage in principal amount of the Outstanding Securities the consent of 
whose Holders is required for any such supplemental indenture or the consent of 
whose Holders is required for any waiver of compliance with certain provisions 
of this Indenture or certain defaults hereunder and their consequences provided 
for in this Indenture; or 
 
     (3) modify the obligation of the Company to maintain an office or agency in 
the Borough of Manhattan, The City of New York, pursuant to Section 10.2; or 
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     (4) modify any of the provisions of this Section or Section 5.13 or 10.12, 
except to increase any percentage contained herein or therein or to provide that 
certain other provisions of this Indenture cannot be modified or waived without 
the consent of the Holder of each Outstanding Security affected thereby; or 
 
     (5) modify the provisions of Article XIV in a manner adverse to the 
Holders; or 
 
     (6) modify the provisions of Article XI in a manner adverse to the Holders; 
or 
 
     (7) modify any of the provisions of Section 10.9. 
 
     It shall not be necessary for any Act of Holders of Securities under this 
Section to approve the particular form of any proposed supplemental indenture, 
but it shall be sufficient if such Act shall approve the substance thereof. 
 
SECTION 8.3 Execution of Supplemental Indentures. 
            ------------------------------------ 
 
     In executing, or accepting the additional trusts created by, any 
supplemental indenture permitted by this Article or the modifications thereby of 
the trusts created by this Indenture, the Trustee shall be entitled to receive, 
and (subject to Sections 6.1 and 6.3) shall be fully protected in relying upon, 
an Opinion of Counsel stating that the execution of such supplemental indenture 
is authorized or permitted by this Indenture, and that such supplemental 
indenture has been duly authorized, executed and delivered by the Company and 
constitutes a valid and legally binding obligation of the Company enforceable 
against the Company in accordance with its terms. The Trustee may, but shall not 
be obligated to, enter into any such supplemental indenture which affects the 
Trustee's own rights, duties or immunities under this Indenture or otherwise. 
 
SECTION 8.4 Effect of Supplemental Indentures. 
            --------------------------------- 
 
     Upon the execution of any supplemental indenture under this Article, this 
Indenture shall be modified in accordance therewith, and such supplemental 
indenture shall form a part of this Indenture for all purposes; and every Holder 
of Securities theretofore or thereafter authenticated and delivered hereunder 
appertaining thereto shall be bound thereby. 
 
SECTION 8.5 Reference in Securities to Supplemental Indentures. 
            -------------------------------------------------- 
 
     Securities authenticated and delivered after the execution of any 
supplemental indenture pursuant to this Article may, and shall if required by 
the Trustee, bear a notation in form approved by the Trustee as to any matter 
provided for in such supplemental indenture. If the Company shall so determine, 
new Securities so modified as to conform, in the opinion of the Company and the 
Trustee, to any such supplemental indenture may be prepared and executed by the 
Company and authenticated and delivered by the Trustee in exchange for 
Outstanding Securities. 
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SECTION 8.6 Notice of Supplemental Indentures. 
            --------------------------------- 
 
     Promptly after the execution by the Company and the Trustee of any 
supplemental indenture pursuant to the provisions of Section 8.2, the Company 
shall give notice to all Holders of Securities of such fact, setting forth in 
general terms the substance of such supplemental indenture, in the manner 
provided in Section 1.6. Any failure of the Company to give such notice, or any 
defect therein, shall not in any way impair or affect the validity of any such 
supplemental indenture. 
 
                                   ARTICLE IX 
                        MEETINGS OF HOLDERS OF SECURITIES 
 
SECTION 9.1 Purposes for Which Meetings May Be Called. 
            ----------------------------------------- 
 
     A meeting of Holders of Securities may be called at any time and from time 
to time pursuant to this Article to make, give or take any request, demand, 
authorization, direction, notice, consent, waiver or other action provided by 
this Indenture to be made, given or taken by Holders of Securities. 
 
SECTION 9.2 Call, Notice and Place of Meetings. 
            ---------------------------------- 
 
     (1) The Trustee may at any time call a meeting of Holders of Securities for 
any purpose specified in Section 9.1, to be held at such time and at such place 
in the Borough of Manhattan, The City of New York, as the Trustee shall 
determine. Notice of every meeting of Holders of Securities, setting forth the 
time and the place of such meeting and in general terms the action proposed to 
be taken at such meeting, shall be given, in the manner provided in Section 1.6, 
not less than 21 nor more than 180 days prior to the date fixed for the meeting. 
 
     (2) In case at any time the Company, pursuant to a Board Resolution, or the 
Holders of at least 10% in principal amount of the Outstanding Securities shall 
have requested the Trustee to call a meeting of the Holders of Securities for 
any purpose specified in Section 9.1, by written request setting forth in 
reasonable detail the action proposed to be taken at the meeting, and the 
Trustee shall not have mailed the notice of such meeting within 21 days after 
receipt of such request or shall not thereafter proceed to cause the meeting to 
be held as provided herein, then the Company or the Holders of Securities in the 
amount specified, as the case may be, may determine the time and the place in 
the Borough of Manhattan, The City of New York, for such meeting and may call 
such meeting for such purposes by giving notice thereof as provided in paragraph 
(1) of this Section. 
 
SECTION 9.3 Persons Entitled to Vote at Meetings. 
            ------------------------------------ 
 
     To be entitled to vote at any meeting of Holders of Securities, a Person 
shall be (i) a Holder of one or more Outstanding Securities, or (ii) a Person 
appointed by an instrument in writing as proxy for a Holder or Holders of one or 
more Outstanding Securities by such Holder or Holders. The only Persons who 
shall be entitled to be present or to speak at any meeting of Holders shall be 
the Persons entitled to vote at such meeting and their counsel, any 
representatives of the Trustee and its counsel and any representatives of the 
Company and its counsel. 
 
 
                                      -62- 
 



 
 
SECTION 9.4 Quorum; Action. 
            -------------- 
 
     The Persons entitled to vote a majority in principal amount of the 
Outstanding Securities shall constitute a quorum. In the absence of a quorum 
within 30 minutes of the time appointed for any such meeting, the meeting shall, 
if convened at the request of Holders of Securities, be dissolved. In any other 
case, the meeting may be adjourned for a period of not less than 10 days as 
determined by the chairman of the meeting prior to the adjournment of such 
meeting. In the absence of a quorum at any such adjourned meeting, such 
adjourned meeting may be further adjourned for a period not less than 10 days as 
determined by the chairman of the meeting prior to the adjournment of such 
adjourned meeting (subject to repeated applications of this sentence). Notice of 
the reconvening of any adjourned meeting shall be given as provided in Section 
9.2(1), except that such notice need be given only once not less than five days 
prior to the date on which the meeting is scheduled to be reconvened. Notice of 
the reconvening of an adjourned meeting shall state expressly the percentage of 
the principal amount of the Outstanding Securities that shall constitute a 
quorum. 
 
     Subject to the foregoing, at the reconvening of any meeting adjourned for a 
lack of a quorum, the Persons entitled to vote 25% in principal amount of the 
Outstanding Securities at the time shall constitute a quorum for the taking of 
any action set forth in the notice of the original meeting. 
 
     At a meeting or an adjourned meeting duly reconvened and at which a quorum 
is present as aforesaid, any resolution and all matters (except as limited by 
the proviso to Section 8.2 and except to the extent Section 10.12 requires a 
different vote) shall be effectively passed and decided if passed or decided by 
the lesser of (i) the Holders of not less than a majority in principal amount of 
Outstanding Securities and (ii) the Persons entitled to vote not less than 66 
2/3% in principal amount of Outstanding Securities represented and entitled to 
vote at such meeting. 
 
     Any resolution passed or decisions taken at any meeting of Holders of 
Securities duly held in accordance with this Section shall be binding on all the 
Holders of Securities whether or not present or represented at the meeting. The 
Trustee shall, in the name and at the expense of the Company, notify all the 
Holders of Securities of any such resolutions or decisions pursuant to Section 
1.6. 
 
SECTION 9.5 Determination of Voting Rights; Conduct and Adjournment of Meetings. 
            ------------------------------------------------------------------- 
 
     (1) Notwithstanding any other provisions of this Indenture, the Trustee may 
make such reasonable regulations as it may deem advisable for any meeting of 
Holders of Securities in regard to proof of the holding of Securities and of the 
appointment of proxies and in regard to the appointment and duties of inspectors 
of votes, the submission and examination of proxies, certificates and other 
evidence of the right to vote, and such other matters concerning the conduct of 
the meeting as it shall deem appropriate. Except as otherwise permitted or 
required by any such regulations, the holding of Securities shall be proved in 
the manner specified in Section 1.4 and the appointment of any proxy shall be 
proved in the manner specified in Section 1.4 or by having the signature of the 
Person executing the proxy guaranteed by any bank, broker or other eligible 
institution participating in a recognized medallion signature guarantee program. 
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     (2) The Trustee shall, by an instrument in writing, appoint a temporary 
chairman (which may be the Trustee) of the meeting, unless the meeting shall 
have been called by the Company or by Holders of Securities as provided in 
Section 9.2(2), in which case the Company or the Holders of Securities calling 
the meeting, as the case may be, shall in like manner appoint a temporary 
chairman. A permanent chairman and a permanent secretary of the meeting shall be 
elected by vote of the Persons entitled to vote a majority in principal amount 
of the Outstanding Securities represented at the meeting. 
 
     (3) At any meeting, each Holder of a Security or proxy shall be entitled to 
one vote for each U.S.$1,000 principal amount of Securities held or represented 
by him; provided, however, that no vote shall be cast or counted at any meeting 
in respect of any Security challenged as not Outstanding and ruled by the 
chairman of the meeting to be not Outstanding. The chairman of the meeting shall 
have no right to vote, except as a Holder of a Security or proxy. 
 
     (4) Any meeting of Holders of Securities duly called pursuant to Section 
9.2 at which a quorum is present may be adjourned from time to time by Persons 
entitled to vote a majority in principal amount of the Outstanding Securities 
represented at the meeting, and the meeting may be held as so adjourned without 
further notice. 
 
SECTION 9.6 Counting Votes and Recording Action of Meetings. 
            ----------------------------------------------- 
 
     The vote upon any resolution submitted to any meeting of Holders of 
Securities shall be by written ballots on which shall be subscribed the 
signatures of the Holders of Securities or of their representatives by proxy and 
the principal amounts at Stated Maturity and serial numbers of the Outstanding 
Securities held or represented by them. The permanent chairman of the meeting 
shall appoint two inspectors of votes who shall count all votes cast at the 
meeting for or against any resolution and who shall make and file with the 
secretary of the meeting their verified written reports in duplicate of all 
votes cast at the meeting. A record, at least in duplicate, of the proceedings 
of each meeting of Holders of Securities shall be prepared by the secretary of 
the meeting and there shall be attached to said record the original reports of 
the inspectors of votes on any vote by ballot taken thereat and affidavits by 
one or more Persons having knowledge of the facts setting forth a copy of the 
notice of the meeting and showing that said notice was given as provided in 
Section 9.2 and, if applicable, Section 9.4. Each copy shall be signed and 
verified by the affidavits of the permanent chairman and secretary of the 
meeting and one such copy shall be delivered to the Company and another to the 
Trustee to be preserved by the Trustee, the latter to have attached thereto the 
ballots voted at the meeting. Any record so signed and verified shall be 
conclusive evidence of the matters therein stated. 
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                                    ARTICLE X 
                                    COVENANTS 
 
SECTION 10.1 Payment of Principal, Premium and Interest. 
             ------------------------------------------ 
 
     The Company covenants and agrees that it will duly and punctually pay the 
principal of and premium, if any, and interest (including Liquidated Damages, if 
any) on the Securities in accordance with the terms of the Securities and this 
Indenture. The Company will deposit or cause to be deposited with the Trustee or 
its nominee, no later than the opening of business on the date of the Stated 
Maturity of any Security or no later than the opening of business on the due 
date for any installment of interest, all payments so due, which payments shall 
be in immediately available funds on the date of such Stated Maturity or due 
date, as the case may be. 
 
SECTION 10.2 Maintenance of Offices or Agencies. 
             ---------------------------------- 
 
     The Company will maintain in the Borough of Manhattan, The City of New 
York, an office or agency where the Securities may be surrendered for 
registration of transfer or exchange or for presentation for payment or for 
conversion, redemption or repurchase and where notices and demands to or upon 
the Company in respect of the Securities and this Indenture may be served. The 
Company will give prompt written notice to the Trustee of the location, and any 
change in the location, of such office or agency not designated or appointed by 
the Trustee. If at any time the Company shall fail to maintain any such required 
office or agency or shall fail to furnish the Trustee with the address thereof, 
such presentations, surrenders, notices and demands may be made or served at the 
Corporate Trust Office or the office or agency of the Trustee in the Borough of 
Manhattan, The City of New York. 
 
     The Company may at any time and from time to time vary or terminate the 
appointment of any such agent or appoint any additional agents for any or all of 
such purposes; provided, however, that until all of the Securities have been 
delivered to the Trustee for cancellation, or moneys sufficient to pay the 
principal of, premium, if any, and interest on the Securities have been made 
available for payment and either paid or returned to the Company pursuant to the 
provisions of Section 10.3, the Company will maintain in the Borough of 
Manhattan, The City of New York, an office or agency where Securities may be 
presented or surrendered for payment and conversion, which shall initially be 
State Street Bank and Trust Company, N.A., an Affiliate of the Trustee, where 
Securities may be surrendered for registration of transfer or exchange and where 
notices and demands to or upon the Company in respect of the Securities and this 
Indenture may be served. The Company will give prompt written notice to the 
Trustee, and notice to the Holders in accordance with Section 1.6, of the 
appointment or termination of any such agents and of the location and any change 
in the location of any such office or agency. 
 
     The Company hereby initially designates the Trustee as Paying Agent, 
Security Registrar and Conversion Agent, and each of the Corporate Trust Office 
of the Trustee and the office or agency of the Trustee in the Borough of 
Manhattan, The City of New York, located at 61 Broadway, 15th Floor, New York, 
New York 1006, State Street Bank and Trust Company, N.A., attention: Corporate 
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Trust Administration (Extreme Networks, Inc. 3.5% Convertible Subordinated Notes 
due December 1, 2006) as one such office or agency of the Company for each of 
the aforesaid purposes. 
 
SECTION 10.3 Money for Security Payments to Be Held in Trust. 
             ----------------------------------------------- 
 
     If the Company shall act as its own Paying Agent, it will, on or before 
each due date of the principal of, premium, if any, or interest on any of the 
Securities, segregate and hold in trust for the benefit of the Persons entitled 
thereto a sum sufficient to pay the principal, premium, if any, or interest so 
becoming due until such sums shall be paid to such Persons or otherwise disposed 
of as herein provided and the Company will promptly notify the Trustee of its 
action or failure so to act. 
 
     Whenever the Company shall have one or more Paying Agents, it will, no 
later than the opening of business on each due date of the principal of, 
premium, if any, or interest on any Securities, deposit with the Trustee a sum 
in funds immediately payable on the payment date sufficient to pay the 
principal, premium, if any, or interest so becoming due, such sum to be held for 
the benefit of the Persons entitled to such principal, premium, if any, or 
interest, and (unless such Paying Agent is the Trustee) the Company will 
promptly notify the Trustee of any failure so to act. 
 
     The Company will cause each Paying Agent other than the Trustee to execute 
and deliver to the Trustee an instrument in which such Paying Agent shall agree 
with the Trustee, subject to the provisions of this Section, that such Paying 
Agent will: 
 
     (1) hold all sums held by it for the payment of the principal of, premium, 
if any, or interest on Securities for the benefit of the Persons entitled 
thereto until such sums shall be paid to such Persons or otherwise disposed of 
as herein provided; 
 
     (2) give the Trustee notice of any default by the Company (or any other 
obligor upon the Securities) in the making of any payment of principal, premium, 
if any, or interest; and 
 
     (3) at any time during the continuance of any such default, upon the 
written request of the Trustee, forthwith pay to the Trustee all sums so held by 
such Paying Agent. 
 
     The Company may at any time, for the purpose of obtaining the satisfaction 
and discharge of this Indenture or for any other purpose, pay, or by Company 
Order direct any Paying Agent to pay, to the Trustee all sums held in trust by 
the Company or such Paying Agent, such sums to be held by the Trustee upon the 
same trusts as those upon which such sums were held by the Company or such 
Paying Agent; and, upon such payment by any Paying Agent to the Trustee, such 
Paying Agent shall be released from all further liability with respect to such 
money. 
 
     Any money deposited with the Trustee or any Paying Agent, or then held by 
the Company, in trust for the payment of the principal of, premium, if any, or 
interest on any Security and remaining unclaimed for two years after such 
principal, premium, if any, or interest has become due and payable shall be paid 
to the Company on Company Request, or (if then held by the Company) shall be 
discharged from such trust; and the Holder of such Security shall thereafter, as 
an unsecured general creditor, look only to the Company for payment thereof, and 
all liability of the Trustee or 
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such Paying Agent with respect to such trust money, and all liability of the 
Company as trustee thereof, shall thereupon cease. 
 
SECTION 10.4 Existence. 
             --------- 
 
     Subject to Article VII, the Company will do or cause to be done all things 
necessary to preserve and keep in full force and effect its existence, rights 
(charter and statutory) and franchises; provided, however, that the Company 
shall not be required to preserve any such right or franchise if the Company 
shall determine that the preservation thereof is no longer desirable in the 
conduct of the business of the Company and that the loss thereof is not 
disadvantageous in any material respect to the Holders. 
 
SECTION 10.5 Maintenance of Properties. 
             ------------------------- 
 
     The Company will cause all properties used or useful in the conduct of its 
business or the business of any Subsidiary to be maintained and kept in good 
condition, repair and working order and supplied with all necessary equipment 
and will cause to be made all necessary repairs, renewals, replacements, 
betterments and improvements thereof, all as in the judgment of the Company may 
be necessary so that the business carried on in connection therewith may be 
properly and advantageously conducted at all times; provided, however, that 
nothing in this Section shall prevent the Company from discontinuing the 
operation or maintenance of any of such properties if such discontinuance is, in 
the judgment of the Company, desirable in the conduct of its business or the 
business of any Subsidiary and not disadvantageous in any material respect to 
the Holders. 
 
SECTION 10.6 Payment of Taxes and Other Claims. 
             --------------------------------- 
 
     The Company will pay or discharge, or cause to be paid or discharged, 
before the same may become delinquent, (i) all taxes, assessments and 
governmental charges levied or imposed upon the Company or any Subsidiary or 
upon the income, profits or property of the Company or any Subsidiary, (ii) all 
claims for labor, materials and supplies which, if unpaid, might by law become a 
lien or charge upon the property of the Company or any Subsidiary, and (iii) all 
stamps and other duties, if any, which may be imposed by the United States or 
any political subdivision thereof or therein in connection with the issuance, 
transfer, exchange or conversion of any Securities or with respect to this 
Indenture; provided, however, that, in the case of clauses (i) and (ii), the 
Company shall not be required to pay or discharge or cause to be paid or 
discharged any such tax, assessment, charge or claim (A) if the failure to do so 
will not, in the aggregate, have a material adverse impact on the Company, or 
(B) if the amount, applicability or validity is being contested in good faith by 
appropriate proceedings. 
 
SECTION 10.7 Registration and Listing. 
             ------------------------ 
 
     The Company (i) will effect all registrations with, and obtain all 
approvals by, all governmental authorities that may be necessary under any 
United States Federal or state law (including the Securities Act, the Exchange 
Act and state securities and Blue Sky laws) before the shares of Common Stock 
issuable upon conversion of Securities are issued and delivered, and 
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qualified or listed as contemplated by clause (ii) (it being understood that the 
Company shall not be required to register the Securities under the Securities 
Act, except pursuant to the Registration Rights Agreement referred to in Section 
10.11); and (ii) will qualify the shares of Common Stock required to be issued 
and delivered upon conversion of the Securities for quotation on the Nasdaq 
National Market within 5 business days of the original Issue Date. 
 
     Nothing in this Section will limit the application of Section 10.11. 
 
SECTION 10.8 Statement by Officers as to Default. 
             ----------------------------------- 
 
     The Company shall deliver to the Trustee, within 120 days after the end of 
each fiscal year of the Company ending after the date hereof, an Officers' 
Certificate, stating whether or not to the best knowledge of the signers thereof 
the Company is in default in the performance and observance of any of the terms, 
provisions and conditions of this Indenture (without regard to any period of 
grace or requirement of notice provided hereunder) and, if the Company shall be 
in default, specifying all such defaults and the nature and status thereof of 
which they may have knowledge. 
 
     The Company will deliver to the Trustee, forthwith upon becoming aware of 
any default or any Event of Default under the Indenture, an Officers' 
Certificate specifying with particularity such default or Event of Default and 
further stating what action the Company has taken, is taking or proposes to take 
with respect thereto. For the purpose of this Section, the term "default" means 
any event which is, or after notice or lapse of time or both would become, an 
Event of Default. 
 
     Any notice required to be given under this Section 10.8 shall be delivered 
to the Trustee at its Corporate Trust Office. 
 
SECTION 10.9 Delivery of Certain Information. 
             ------------------------------- 
 
     At any time when the Company is not subject to Section 13 or 15(d) of the 
Exchange Act, upon the request of a Holder of a Restricted Security or the 
holder of shares of Common Stock issued upon conversion thereof, the Company 
will promptly furnish or cause to be furnished Rule 144A Information (as defined 
below) to such Holder of Restricted Securities or such holder of shares of 
Common Stock issued upon conversion of Restricted Securities, or to a 
prospective purchaser of any such security designated by any such Holder or 
holder, as the case may be, to the extent required to permit compliance by such 
Holder or holder with Rule 144A under the Securities Act (or any successor 
provision thereto) in connection with the resale of any such security; provided, 
however, that the Company shall not be required to furnish such information in 
connection with any request made on or after the date that is two years from the 
later of (i) the date such a security (or any such predecessor security) was 
last acquired from the Company or (ii) the date such a security (or any such 
predecessor security) was last acquired from an "affiliate" of the Company 
within the meaning of Rule 144 under the Securities Act (or any successor 
provision thereto). "Rule 144A Information" shall be such information as is 
specified pursuant to Rule 144A(d)(4) under the Securities Act (or any successor 
provision thereto). 
 
SECTION 10.10 Resale of Certain Securities. 
              ---------------------------- 
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     During the period beginning on the last date of original issuance of the 
Securities and ending on the date that is two years from such date (or such 
shortened period under Rule 144(k) under the Securities Act or any successor 
rule), the Company will not, and will not permit any of its subsidiaries or 
other "affiliates" (as defined under Rule 144 under the Securities Act or any 
successor provision thereto) to, resell (i) any Securities that constitute 
"restricted securities" under Rule 144 or (ii) any securities into which the 
Securities have been converted under this Indenture that constitute "restricted 
securities" under Rule 144, that in either case have been reacquired by any of 
them. The Trustee shall have no responsibility in respect of the Company's 
performance of its agreement in the preceding sentence. 
 
SECTION 10.11 Registration Rights. 
              ------------------- 
 
     The Company agrees that the Holders from time to time of Registrable 
Securities (as defined below) are entitled to the benefits of a Registration 
Rights Agreement, dated as of December 5, 2001 (the "Registration Rights 
Agreement"), executed by the Company. Pursuant to the Registration Rights 
Agreement, the Company has agreed for the benefit of the holders from time to 
time of the Registrable Securities that it will, at its expense, (i) within 90 
calendar days after the Issue Date (as defined below) of the Securities, file a 
shelf registration statement (the "Shelf Registration Statement") with the 
Commission with respect to resales of the Registrable Securities, (ii) use its 
reasonable efforts to cause such Shelf Registration Statement to be declared 
effective by the Commission within 180 calendar days after the Issue Date of the 
Securities, provided, however that the Company may, upon written notice to all 
the Holders, postpone having the Shelf Registration Statement declared effective 
if the Company possesses material non-public information, the disclosure of 
which would have a material adverse effect on the Company and its subsidiaries 
taken as a whole and (iii) use its reasonable efforts to maintain such Shelf 
Registration Statement effective under the Securities Act until the second 
annual anniversary of the Issue Date or, if earlier, until there are no 
outstanding Registrable Securities (the "Effectiveness Period"). The Company 
will be permitted to suspend the use of the prospectus which is a part of the 
Shelf Registration Statement during certain periods of time as provided in the 
Registration Rights Agreement. 
 
     If (i) on or prior to 90 calendar days following the Issue Date of the 
Securities, a Shelf Registration Statement has not been filed with the 
Commission, or (ii) on or prior to the 180th calendar day following the Issue 
Date of the Securities, such Shelf Registration Statement is not declared 
effective (each, a "Registration Default"), additional interest ("Liquidated 
Damages") will accrue on the Registrable Securities from and including the day 
following such Registration Default to but excluding the day on which such 
Registration Default has been cured. Liquidated Damages will be paid 
semi-annually in arrears, with the first semi-annual payment due on the first 
Interest Payment Date in respect of the Registrable Securities following the 
date on which such Liquidated Damages begin to accrue, and will accrue at a rate 
per annum equal to an additional one-quarter of one percent (0.25%) of the 
principal amount of the Registrable Securities to and including the 90th 
calendar day following such Registration Default and at a rate per annum equal 
to one-half of one percent (0.50%) thereof from and after the 91st calendar day 
following such Registration Default. Pursuant to the Registration Rights 
Agreement, in the event that the Shelf Registration Statement ceases to be 
effective (or the Holders of Registrable Securities are otherwise prevented or 
restricted 
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by the Company from effecting sales pursuant thereto) (an "Effective Failure") 
during the Effectiveness Period for more than 30 days, whether or not 
consecutive, during any 90-day period or for more than 90 days, whether or not 
consecutive, during any 12-month period, then the interest rate borne by the 
Registrable Securities shall increase by an additional one-half of one percent 
(0.50%) per annum from the 31st day of the applicable 90-day period or the 91st 
calendar day of the applicable 12-month period until the earlier of (A) such 
time as the Effective Failure is cured or (B) the Effectiveness Period expires. 
Liquidated Damages will accrue (1) with respect to a Restricted Security at the 
rates set forth above, as applicable, on the principal amount of the Restricted 
Securities and (2) in respect of the Common Sock issued upon conversion of the 
Restricted Securities, at the rates set forth above, as applicable, applied to 
the Conversion Price at that time. In no event shall the Company be required to 
pay Liquidated Damages in excess of the applicable maximum amount of one-half of 
one percent (0.50%) set forth above. 
 
     Whenever in this Indenture there is mentioned, in any context, the payment 
of the principal of, premium, if any, or interest on, or in respect of, any 
Security, such mention shall be deemed to include mention of the payment of 
Liquidated Damages provided for in this Section to the extent that, in such 
context, Liquidated Damages are, were or would be payable in respect thereof 
pursuant to the provisions of this Section and express mention of the payment of 
Liquidated Damages (if applicable) in any provisions hereof shall not be 
construed as excluding Liquidated Damages in those provisions hereof where such 
express mention is not made. 
 
     "Registrable Securities" means all or any portion of the Restricted 
Securities issued from time to time under this Indenture and the shares of 
Common Stock issuable upon conversion or repurchase of such Restricted 
Securities, except any such Restricted Security or share of Common Stock 
issuable upon conversion or repurchase thereof that (i) has been effectively 
registered under the Securities Act and sold in a manner contemplated by the 
Shelf Registration Statement, (ii) has been transferred in compliance with Rule 
144 under the Securities Act (or any successor provision thereto) or is 
transferable pursuant to paragraph (k) of such Rule 144 (or any successor 
provision thereto) or (iii) otherwise has been transferred and a new Security or 
share of Common Stock not subject to transfer restrictions under the Securities 
Act has been delivered by or on behalf of the Company in accordance with Section 
3.5 of this Indenture. 
 
     If a Security, or the shares of Common Stock issuable upon conversion of a 
Security, is a Registrable Security, and the Holder thereof elects to sell such 
Registrable Security pursuant to the Shelf Registration Statement then, by its 
acceptance thereof, the Holder of such Registrable Security will have agreed to 
be bound by the terms of the Registration Rights Agreement relating to the 
Registrable Securities which are the subject of such election. 
 
     For the purposes of the Registration Rights Agreement, the term "Holder" 
includes any Person that has a beneficial interest in any Restricted Global 
Security or any beneficial interest in a global security representing shares of 
Common Stock issuable upon conversion of a Security. 
 
     If Liquidated Damages are payable under the Registration Rights Agreement, 
the Company shall deliver to the Trustee a certificate to that effect stating 
(i) the amount of Liquidated Damages that is payable and (ii) the date on which 
Liquidated Damages are payable. Unless and until a 
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Responsible Officer of the Trustee receives at the Corporate Trust Office such a 
certificate, the Trustee may assume without inquiry that no Liquidated Damages 
are payable. If Liquidated Damages have been paid by the Company directly to the 
persons entitled to them, the Company shall deliver to the Trustee a certificate 
setting forth the particulars of such payment. 
 
SECTION 10.12 Waiver of Certain Covenants. 
              --------------------------- 
 
     The Company may omit in any particular instance to comply with any covenant 
or condition set forth in Sections 10.4 (other than with respect to the 
existence of the Company (subject to Article VII)), 10.5 and 10. 6, inclusive 
(other than a covenant or condition which under Article VIII cannot be modified 
or amended without the consent of the Holder of each Outstanding Security 
affected), if before the time for such compliance the Holders shall, through (i) 
the written consent of not less than a majority in principal amount of the 
Outstanding Securities or (ii) the adoption of a resolution at a meeting of 
Holders of the Outstanding Securities at which a quorum is present by the 
Holders of not less than 66 2/3% in principal amount of the Outstanding 
Securities represented at such meeting, either waive such compliance in such 
instance or generally waive compliance with such covenant or condition, but no 
such waiver shall extend to or affect such covenant or condition except to the 
extent so expressly waived, and, until such waiver shall become effective, the 
obligations of the Company and the duties of the Trustee or any Paying or 
Conversion Agent in respect of any such covenant or condition shall remain in 
full force and effect. 
 
                                   ARTICLE XI 
                            REDEMPTION OF SECURITIES 
 
SECTION 11.1 Right of Redemption. 
             ------------------- 
 
     The Securities may be redeemed in accordance with the provisions of the 
form of Securities set forth in Section 2.2. 
 
SECTION 11.2 Applicability of Article. 
             ------------------------ 
 
     Redemption of Securities at the election of the Company or otherwise, as 
permitted or required by any provision of the Securities or this Indenture, 
shall be made in accordance with such provision and this Article XI. 
 
SECTION 11.3 Election to Redeem; Notice to Trustee. 
             ------------------------------------- 
 
     The election of the Company to redeem any Securities shall be evidenced by 
a Board Resolution. Subject to Section 11.5, in case of any redemption at the 
election of the Company of any of the Securities, the Company shall, at least 45 
days prior to the Redemption Date fixed by the Company (unless a shorter notice 
shall be satisfactory to the Trustee), notify the Trustee in writing of such 
Redemption Date. 
 
SECTION 11.4 Selection by Trustee of Securities to Be Redeemed. 
             ------------------------------------------------- 
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     If less than all the Securities are to be redeemed, the particular 
Securities to be redeemed shall be selected by the Trustee within five Business 
Days after it receives the notice described in 11.3, from the Outstanding 
Securities not previously called for redemption, by lot or by such other method 
as the Trustee may deem fair and appropriate. 
 
     If any Security selected for partial redemption is converted in part before 
termination of the conversion right with respect to the portion of the Security 
so selected, the converted portion of such Security shall be deemed (so far as 
may be) to be the portion selected for redemption. Securities which have been 
converted during a selection of Securities to be redeemed may be treated by the 
Trustee as Outstanding for the purpose of such selection. The Trustee shall 
promptly notify the Company and each Security Registrar in writing of the 
securities selected for redemption and, in the case of any Securities selected 
for partial redemption, the principal amount thereof to be redeemed. 
 
     For all purposes of this Indenture, unless the context otherwise requires, 
all provisions relating to the redemption of Securities shall relate, in the 
case of any Securities redeemed or to be redeemed only in part, to the portion 
of the principal amount of such Securities which has been or is to be redeemed. 
 
SECTION 11.5 Notice of Redemption. 
             -------------------- 
 
     Notice of redemption shall be given in the manner provided in Section 1.6 
to the Holders of Securities to be redeemed not less than 30 nor more than 60 
days prior to the Redemption Date, and such notice shall be irrevocable. The 
Company shall, concurrently with the giving of such notice, publish a Press 
Release including the information required to be included in such notice of 
redemption hereunder. 
 
     All notices of redemption shall state: 
 
     (1) the Redemption Date, 
 
     (2) the Redemption Price, and accrued interest (including Liquidated 
Damages, if any), if any, to, but excluding, the Redemption Date, 
 
     (3) if less than all Outstanding Securities are to be redeemed, the 
aggregate principal amount of Securities to be redeemed and the aggregate 
principal amount of Securities which will be outstanding after such partial 
redemption, 
 
     (4) that on the Redemption Date the Redemption Price, and accrued interest 
(including Liquidated Damages, if any), if any, to, but excluding, the 
Redemption Date, will become due and payable upon each such Security to be 
redeemed, and that interest thereon shall cease to accrue on and after said 
date, 
 
     (5) the Conversion Rate, the date on which the right to convert the 
Securities to be redeemed will terminate and the places where such Securities 
may be surrendered for conversion, and 
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     (6) the place or places where such Securities are to be surrendered for 
payment of the Redemption Price and accrued interest (including Liquidated 
Damages, if any), if any, to, but excluding, the Redemption Date. 
 
     In case of a partial redemption, the notice shall specify the serial and 
CUSIP numbers (if any) and the portions thereof called for redemption and that 
transfers and exchanges may occur on or prior to the Redemption Date. 
 
     Notice of redemption of Securities to be redeemed at the election of the 
Company shall be given by the Company or, at the Company's written request, by 
the Trustee in the name of and at the expense of the Company. Notice of 
redemption of Securities to be redeemed at the election of the Company received 
by the Trustee shall be given by the Trustee to each Paying Agent in the name of 
and at the expense of the Company. 
 
SECTION 11.6 Deposit of Redemption Price. 
             --------------------------- 
 
     On or prior to the Redemption Date, the Company shall deposit with the 
Trustee (or, if the Company is acting as its own Paying Agent, segregate and 
hold in trust as provided in Section 10.3) an amount of money (which shall be in 
immediately available funds on such Redemption Date) sufficient to pay the 
Redemption Price of, and (except if the Redemption Date shall be an Interest 
Payment Date) accrued interest (including Liquidated Damages, if any) to the 
Redemption Date on, all the Securities which are to be redeemed on that date 
other than any Securities called for redemption on that date which have been 
converted prior to the date of such deposit. 
 
     If any Security called for redemption is converted, any money deposited 
with the Trustee or so segregated and held in trust for the redemption of such 
Security shall (subject to any right of the Holder of such Security or any 
Predecessor Security to receive interest as provided in the last paragraph of 
Section 3.7) be paid to the Company on Company Request or, if then held by the 
Company, shall be discharged from such trust. 
 
SECTION 11.7 Securities Payable on Redemption Date. 
             ------------------------------------- 
 
     Notice of redemption having been given as aforesaid, the Securities so to 
be redeemed shall, on the Redemption Date, become due and payable at the 
Redemption Price therein specified and from and after such date (unless the 
Company shall default in the payment of the Redemption Price, including accrued 
interest) such Securities shall cease to bear interest. Upon surrender of any 
Security for redemption in accordance with said notice such Security shall be 
paid by the Company at the Redemption Price together with accrued and unpaid 
interest (including Liquidated Damages, if any) to the Redemption Date; 
provided, however, that installments of interest on Securities whose Stated 
Maturity is on or prior to the Redemption Date shall be payable to the Holders 
of such Securities, or one or more Predecessor Securities, registered as such on 
the relevant Record Date according to their terms and the provisions of Section 
3.7. 
 
     If any Security called for redemption shall not be so paid upon surrender 
thereof for redemption, the principal amount of, premium, if any, and, to the 
extent permitted by applicable law, 
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accrued interest on such Security shall, until paid, bear interest from the 
Redemption Date at a rate of 3.5% per annum and such Security shall remain 
convertible until the Redemption Price of such Security (or portion thereof, as 
the case may be) shall have been paid or duly provided for. 
 
     Any Security that is to be redeemed only in part shall be surrendered at 
the Corporate Trust Office or an office or agency of the Company designated for 
that purpose pursuant to Section 10.2 (with, if the Company or the Trustee so 
requires, due endorsement by, or a written instrument of transfer in form 
satisfactory to the Company and the Trustee duly executed by, the Holder thereof 
or his attorney duly authorized in writing), and the Company shall execute, and 
the Trustee shall authenticate and make available for delivery to the Holder of 
such Security without service charge, a new Security or Securities, of any 
authorized denomination as requested by such Holder, in aggregate principal 
amount equal to and in exchange for the unredeemed portion of the principal of 
the Security so surrendered. 
 
SECTION 11.8 Conversion Arrangement on Call for Redemption. 
             --------------------------------------------- 
 
     In connection with any redemption of Securities, the Company may arrange 
for the purchase and conversion of any Securities by an agreement with one or 
more investment bankers or other purchasers (the "Purchasers") to purchase such 
securities by paying to the Trustee in trust for the Holders, on or before the 
Redemption Date, an amount not less than the applicable Redemption Price, 
together with interest accrued to the Redemption Date, of such Securities. 
Notwithstanding anything to the contrary contained in this Article XI, the 
obligation of the Company to pay the Redemption Price, together with interest 
accrued to the Redemption Date, shall be deemed to be satisfied and discharged 
to the extent such amount is so paid by such Purchasers. If such an agreement is 
entered into (a copy of which shall be filed with the Trustee prior to the close 
of business on the Business Day immediately prior to the Redemption Date), any 
Securities called for redemption that are not duly surrendered for conversion by 
the Holders thereof may, at the option of the Company, be deemed, to the fullest 
extent permitted by law, and consistent with any agreement or agreements with 
such Purchasers, to be acquired by such Purchasers from such Holders and 
(notwithstanding anything to the contrary contained in Article XII) surrendered 
by such Purchasers for conversion, all as of immediately prior to the close of 
business on the Redemption Date (and the right to convert any such Securities 
shall be extended through such time), subject to payment of the above amount as 
aforesaid. At the direction of the Company, the Trustee shall hold and dispose 
of any such amount paid to it by the Purchasers to the Holders in the same 
manner as it would monies deposited with it by the Company for the redemption of 
Securities. Without the Trustee's prior written consent, no arrangement between 
the Company and such Purchasers for the purchase and conversion of any 
Securities shall increase or otherwise affect any of the powers, duties, 
responsibilities or obligations of the Trustee as set forth in this Indenture, 
and the Company agrees to indemnify the Trustee from, and hold it harmless 
against, any loss, liability or expense arising out of or in connection with any 
such arrangement for the purchase and conversion of any Securities between the 
Company and such Purchasers, including the costs and expenses, including 
reasonable legal fees, incurred by the Trustee in the defense of any claim or 
liability arising out of or in connection with the exercise or performance of 
any of its powers, duties, responsibilities or obligations under this Indenture. 
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                                   ARTICLE XII 
                            CONVERSION OF SECURITIES 
 
SECTION 12.1 Conversion Privilege and Conversion Rate. 
             ---------------------------------------- 
 
     Subject to and upon compliance with the provisions of this Article, at the 
option of the Holder thereof, any Security may be converted into fully paid and 
nonassessable shares (calculated as to each conversion to the nearest 1/100th of 
a share) of Common Stock of the Company at the Conversion Rate, determined as 
hereinafter provided, in effect at the time of conversion. Such conversion right 
shall commence on the initial issuance date of the Securities and expire at the 
close of business on the date of Maturity, subject, in the case of conversion of 
any Global Security, to any Applicable Procedures. In case a Security or portion 
thereof is called for redemption at the election of the Company or the Holder 
thereof exercises his right to require the Company to repurchase the Security, 
such conversion right in respect of the Security, or portion thereof so called, 
shall expire at the close of business on the Business Day immediately preceding 
the Redemption Date or the Repurchase Date, as the case may be, unless the 
Company defaults in making the payment due upon redemption or repurchase, as the 
case may be (in each case subject as aforesaid to any Applicable Procedures with 
respect to any Global Security). 
 
     The rate at which shares of Common Stock shall be delivered upon conversion 
(herein called the "Conversion Rate") shall be initially 47.7213 shares of 
Common Stock for each U.S.$1,000 principal amount of Securities. The Conversion 
Rate shall be adjusted in certain instances as provided in this Article XII. 
 
SECTION 12.2 Exercise of Conversion Privilege. 
             -------------------------------- 
 
     In order to exercise the conversion privilege, the Holder of any Security 
to be converted shall surrender such Security, duly endorsed in blank, at any 
office or agency of the Company maintained for that purpose pursuant to Section 
10.2, accompanied by a duly signed conversion notice substantially in the form 
set forth in Section 2.4 stating that the Holder elects to convert such Security 
or, if less than the entire principal amount thereof is to be converted, the 
portion thereof to be converted. Each Security surrendered for conversion (in 
whole or in part) during the Record Date Period shall (except in the case of any 
Security or portion thereof which has been called for redemption or if a Change 
in Control has occured and an offer to repurchase the Securities is pending) be 
accompanied by payment in New York Clearing House funds or other funds 
acceptable to the Company of an amount equal to the interest payable on such 
Interest Payment Date on the principal amount of such Security (or part thereof, 
as the case may be) being surrendered for conversion. The interest so payable on 
such Interest Payment Date with respect to any Security (or portion thereof, if 
applicable) that is surrendered for conversion during the Record Date Period 
shall be paid to the Holder of such Security as of such Regular Record Date in 
an amount equal to the interest that would have been payable on such Security if 
such Security had been converted as of the close of business on such Interest 
Payment Date. Interest payable on any Interest Payment Date in respect of any 
Security surrendered for conversion on or after such Interest Payment Date shall 
be paid to the Holder of such Security as of the Regular Record Date next 
preceding such Interest Payment Date, notwithstanding the exercise of the right 
of conversion. Except as provided in this 
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paragraph and subject to the last paragraph of Section 3.7, no cash payment or 
adjustment shall be made upon any conversion on account of any interest accrued 
from the Interest Payment Date next preceding the conversion date, in respect of 
any Security (or part thereof, as the case may be) surrendered for conversion, 
or on account of any dividends on the Common Stock issued upon conversion. The 
Company's delivery to the Holder of the number of shares of Common Stock (and 
cash in lieu of fractions thereof, as provided in this Indenture) into which a 
Security is convertible will be deemed to satisfy the Company's obligation to 
pay the principal amount of the Security. 
 
     Securities shall be deemed to have been converted immediately prior to the 
close of business on the day of surrender of such Securities for conversion in 
accordance with the foregoing provisions, and at such time the rights of the 
Holders of such Securities as Holders shall cease, and the Person or Persons 
entitled to receive the Common Stock issuable upon conversion shall be treated 
for all purposes as the record holder or holders of such Common Stock at such 
time. As promptly as practicable on or after the conversion date, the Company 
shall issue and deliver to the Trustee, for delivery to the Holder, a 
certificate or certificates for the number of full shares of Common Stock 
issuable upon conversion, together with payment in lieu of any fraction of a 
share, as provided in Section 12.3. 
 
     All shares of Common Stock delivered upon such conversion of Restricted 
Securities shall bear restrictive legends substantially in the form of the 
legends required to be set forth on the Restricted Securities pursuant to 
Section 3.5 and shall be subject to the restrictions on transfer provided in 
such legends. Neither the Trustee nor any agent maintained for the purpose of 
such conversion shall have any responsibility for the inclusion or content of 
any such restrictive legends on such Common Stock; provided, however, that the 
Trustee or any agent maintained for the purpose of such conversion shall have 
provided, to the Company or to the Company's transfer agent for such Common 
Stock, prior to or concurrently with a request to the Company to deliver such 
Common Stock, written notice that the Securities delivered for conversion are 
Restricted Securities. 
 
     In the case of any Security which is converted in part only, upon such 
conversion the Company shall execute and the Trustee shall authenticate and 
deliver to the Holder thereof, at the expense of the Company, a new Security or 
Securities of authorized denominations in an aggregate principal amount equal to 
the unconverted portion of the principal amount of such Security. A Security may 
be converted in part, but only if the principal amount of such Security to be 
converted is any integral multiple of U.S.$1,000 and the principal amount of 
such security to remain Outstanding after such conversion is equal to U.S.$1,000 
or any integral multiple of $1,000 in excess thereof. 
 
     If shares of Common Stock to be issued upon conversion of a Restricted 
Security, or Securities to be issued upon conversion of a Restricted Security in 
part only, are to be registered in a name other than that of the beneficial 
owner of such Restricted Security, then such Holder must deliver to the 
Conversion Agent a Surrender Certificate, dated the date of surrender of such 
Restricted Security and signed by such beneficial owner, as to compliance with 
the restrictions on transfer applicable to such Restricted Security. Neither the 
Trustee nor any Conversion Agent, Registrar or Transfer Agent shall be required 
to register in a name other than that of the beneficial 
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owner, shares of Common Stock or Securities issued upon conversion of any such 
Restricted Security not so accompanied by a properly completed Surrender 
Certificate. 
 
SECTION 12.3 Fractions of Shares. 
             ------------------- 
 
     No fractional shares of Common Stock shall be issued upon conversion of any 
Security or Securities. If more than one Security shall be surrendered for 
conversion at one time by the same Holder, the number of full shares which shall 
be issuable upon conversion thereof shall be computed on the basis of the 
aggregate principal amount of the Securities (or specified portions thereof) so 
surrendered. Instead of any fractional share of Common Stock that would 
otherwise be issuable upon conversion of any Security or Securities (or 
specified portions thereof), the Company shall calculate and pay a cash 
adjustment in respect of such fraction (calculated to the nearest 1/100th of a 
share) in an amount equal to the same fraction of the Closing Price Per Share at 
the close of business on the day of conversion. 
 
SECTION 12.4 Adjustment of Conversion Rate. 
             ----------------------------- 
 
     The Conversion Rate shall be subject to adjustments from time to time as 
follows: 
 
     (1) In case the Company shall pay or make a dividend or other distribution 
on shares of any class of capital stock payable in shares of Common Stock, the 
Conversion Rate in effect at the opening of business on the day following the 
date fixed for the determination of shareholders entitled to receive such 
dividend or other distribution shall be increased by dividing such Conversion 
Rate by a fraction of which the numerator shall be the number of shares of 
Common Stock outstanding at the close of business on the date fixed for such 
determination and the denominator shall be the sum of such number of shares and 
the total number of shares constituting such dividend or other distribution, 
such increase to become effective immediately after the opening of business on 
the day following the date fixed for such determination. If, after any such date 
fixed for determination, any dividend or distribution is not in fact paid, the 
Conversion Rate shall be immediately readjusted, effective as of the date the 
Board of Directors determines not to pay such dividend or distribution, to the 
Conversion Rate that would have been in effect if such determination date had 
not been fixed. For the purposes of this paragraph (1), the number of shares of 
Common Stock at any time outstanding shall not include shares held in the 
treasury of the Company but shall include shares issuable in respect of scrip 
certificates issued in lieu of fractions of shares of Common Stock. The Company 
will not pay any dividend or make any distribution on shares of Common Stock 
held in the treasury of the Company. 
 
     (2) In case the Company shall issue rights, options or warrants to all 
holders of its Common Stock (other than rights issued pursuant to the Rights 
Plan (as defined in paragraph (13) of this Section 12.4)) entitling them to 
subscribe for or purchase shares of Common Stock at a price per share less than 
the current market price per share (determined as provided in paragraph (8) of 
this Section 12.4) of the Common Stock on the date fixed for the determination 
of stockholders entitled to receive such rights, options or warrants (other than 
any rights, options or warrants that by their terms will also be issued to any 
Holder upon conversion of a Security into shares of Common Stock without any 
action required by the Company or any other Person), the Conversion Rate in 
effect at 
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the opening of business on the day following the date fixed for such 
determination shall be increased by dividing such Conversion Rate by a fraction 
of which the numerator shall be the number of shares of Common Stock outstanding 
at the close of business on the date fixed for such determination plus the 
number of shares of Common Stock that the aggregate of the offering price of the 
total number of shares of Common Stock so offered for subscription or purchase 
would purchase at such current market price and the denominator shall be the 
number of shares of Common Stock outstanding at the close of business on the 
date fixed for such determination plus the number of shares of Common Stock so 
offered for subscription or purchase, such increase to become effective 
immediately after the opening of business on the day following the date fixed 
for such determination. If, after any such date fixed for determination, any 
such rights, options or warrants are not in fact issued, or are not exercised 
prior to the expiration thereof, the Conversion Rate shall be immediately 
readjusted, effective as of the date such rights, options or warrants expire, or 
the date the Board of Directors determines not to issue such rights, options or 
warrants, to the Conversion Rate that would have been in effect if the 
unexercised rights, options or warrants had never been granted or such 
determination date had not been fixed, as the case may be. For the purposes of 
this paragraph (2), the number of shares of Common Stock at any time outstanding 
shall not include shares held in the treasury of the Company but shall include 
shares issuable in respect of scrip certificates issued in lieu of fractions of 
shares of Common Stock. The Company will not issue any rights, options or 
warrants in respect of shares of Common Stock held in the treasury of the 
Company. 
 
     (3) In case outstanding shares of Common Stock shall be subdivided into a 
greater number of shares of Common Stock, the Conversion Rate in effect at the 
opening of business on the day following the day upon which such subdivision 
becomes effective shall be proportionately increased, and, conversely, in case 
outstanding shares of Common Stock shall be combined into a smaller number of 
shares of Common Stock, the Conversion Rate in effect at the opening of business 
on the day following the day upon which such subdivision or combination becomes 
effective shall be proportionately reduced, such increase or reduction, as the 
case may be, to become effective immediately after the opening of business on 
the day following the day upon which such subdivision or combination becomes 
effective. 
 
     (4) In case the Company shall, by dividend or otherwise, distribute to all 
holders of its Common Stock evidences of its indebtedness, shares of any class 
of capital stock or other property (including cash or assets or securities, but 
excluding (i) any rights, options or warrants referred to in paragraph (2) of 
this Section, (ii) any dividend or distribution paid exclusively in cash, (iii) 
any dividend or distribution referred to in paragraph (1) of this Section, (iv) 
any consideration distributed in any merger or consolidation to which Section 
12.11 applies), and (v) any rights issued pursuant to the Rights Plan (as 
defined in paragraph (13) of this Section 12.4) except as specified in paragraph 
(13) of this Section 12.4, the Conversion Rate shall be adjusted so that the 
same shall equal the rate determined by dividing the Conversion Rate in effect 
immediately prior to the close of business on the date fixed for the 
determination of stockholders entitled to receive such distribution by a 
fraction of which the numerator shall be the current market price per share 
(determined as provided in paragraph (8) of this Section 12.4) of the Common 
Stock on the date fixed for such determination less the then fair market value 
(as determined by the Board of directors, whose determination shall be 
conclusive and described in a Board Resolution filed with the Trustee) of the 
portion of the assets, 
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shares or evidences of indebtedness so distributed applicable to one share of 
Common Stock and the denominator shall be such current market price per share of 
the Common Stock, such adjustment to become effective immediately prior to the 
opening of business on the day following the date fixed for the determination of 
stockholders entitled to receive such distribution. If after any such date fixed 
for determination, any such distribution is not in fact made, the Conversion 
Rate shall be immediately readjusted, effective as of the date of the Board of 
Directors determines not to make such distribution, to the Conversion Rate that 
would have been in effect if such determination date had not been fixed. 
 
     (5) In case the Company shall, by dividend or otherwise, distribute to all 
holders of its Common Stock cash (excluding any cash that is distributed as part 
of a distribution referred to in paragraph (4) of this Section or cash 
distributed upon a merger or consolidation to which Section 12.11 applies) in an 
aggregate amount that, combined together with (I) the aggregate amount of any 
other all-cash distributions to all holders of its Common Stock made exclusively 
in cash within the 365-day period preceding the date of payment of such 
distribution and in respect of which no adjustment pursuant to this paragraph 
(5) has been made and (II) the aggregate of any cash plus the fair market value 
(as determined by the Board of Directors, whose determination shall be 
conclusive and described in a Board Resolution) of consideration payable in 
respect of any tender offer by the Company or any of its Subsidiaries for all or 
any portion of the Common Stock concluded within the 365-day period preceding 
the date of payment of such distribution and in respect of which no adjustment 
pursuant to paragraph (6) of this Section 12.4 has been made (the "combined cash 
and tender amount") exceeds 10% of the product of the current market price per 
share (determined as provided in paragraph (8) of this Section 12.4) of the 
Common Stock on the date for the determination of holders of shares of Common 
Stock entitled to receive such distribution times the number of shares of Common 
Stock outstanding on such date (the "aggregate current market price"), then, and 
in each such case, immediately after the close of business on such date for 
determination, the Conversion Rate shall be adjusted so that the same shall 
equal the rate determined by dividing the Conversion Rate in effect immediately 
prior to the close of business on the date fixed for determination of the 
stockholders entitled to receive such distribution by a fraction (i) the 
numerator of which shall be equal to the current market price per share 
(determined as provided in paragraph (8) of this Section) of the Common Stock on 
the date fixed for such determination less an amount equal to the quotient of 
(x) the excess of such combined cash and tender amount over 10% of such 
aggregate current market price divided by (y) the number of shares of Common 
Stock outstanding on such date for determination and (ii) the denominator of 
which shall be equal to the current market price per share (determined as 
provided in paragraph (8) of this Section 12.4) of the Common Stock on such date 
fixed for determination. 
 
     (6) In case a tender offer made by the Company or any Subsidiary for all or 
any portion of the Common Stock shall expire and such tender offer (as amended 
upon the expiration thereof) shall require the payment to stockholders (based on 
the acceptance (up to any maximum specified in the terms of the tender offer) of 
Purchased Shares (as defined below)) of an aggregate consideration having a fair 
market value (as determined by the Board of Directors, whose determination shall 
be conclusive and described in a Board Resolution) that combined together with 
(I) the aggregate of the cash plus the fair market value (as determined by the 
Board of Directors, whose determination shall 
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be conclusive and described in a Board Resolution), as of the expiration of such 
tender offer, of consideration payable in respect of any other tender offer by 
the Company or any Subsidiary for all or any portion of the Common Stock 
expiring within the 365-day period preceding the expiration of such tender offer 
and in respect of which no adjustment pursuant to this paragraph (6) has been 
made and (II) the aggregate amount of any cash distributions to all holders of 
the Common Stock within 365-day period preceding the expiration of such tender 
offer and in respect of which no adjustment pursuant to paragraph (5) of this 
Section has been made (the "combined tender and cash amount") exceeds 10% of the 
product of the current market price per share of the Common Stock (determined as 
provided in paragraph (8) of this Section 12.4) as of the last time (the 
"Expiration Time") tenders could have been made pursuant to such tender offer 
(as it may be amended) times the number of shares of Common Stock outstanding 
(including any tendered shares) as of the Expiration Time, then, and in each 
such case immediately prior to the opening of business on the day after the date 
of the Expiration Time, the Conversion Rate shall be adjusted so that the same 
shall equal the rate determined by dividing the Conversion Rate immediately 
prior to close of business on the date of the Expiration Time by a fraction (i) 
the numerator of which shall be equal to (A) the product of (I) the current 
market price per share of the Common Stock (determined as provided in paragraph 
(8) of this Section 12.4) on the date of the Expiration Time multiplied by (II) 
the number of shares of Common Stock outstanding (including any tendered shares) 
on the Expiration Time less (B) the combined tender and cash amount, and (ii) 
the denominator of which shall be equal to the product of (A) the current market 
price per share of the Common Stock (determined as provided in paragraph (8) of 
this Section 12.4) as of the Expiration Time multiplied by (B) the number of 
shares of Common Stock outstanding (including any tendered shares) as of the 
Expiration Time less the number of all shares validly tendered and not withdrawn 
as of the Expiration Time (the shares deemed so accepted up to any such maximum, 
being referred to as the "Purchased Shares"). 
 
     (7) The reclassification of Common Stock into securities other than Common 
Stock (other than any reclassification upon a consolidation or merger to which 
Section 12.11 applies) shall be deemed to involve (a) a distribution of such 
securities other than Common Stock to all holders of Common Stock (and the 
effective date of such reclassification shall be deemed to be "the date fixed 
for the determination of stockholders entitled to receive such distribution" and 
"the date fixed for such determination" within the meaning of paragraph (4) of 
this Section), and (b) a subdivision or combination, as the case may be, of the 
number of shares of Common Stock outstanding immediately prior to such 
reclassification into the number of shares of Common Stock outstanding 
immediately thereafter (and the effective date of such reclassification shall be 
deemed to be "the day upon which such subdivision becomes effective" or "the day 
upon which such combination becomes effective", as the case may be, and "the day 
upon which such subdivision or combination becomes effective" within the meaning 
of paragraph (3) of this Section 12.4). 
 
     (8) For the purpose of any computation under paragraphs (2), (4), (5) or 
(6) of this Section 12.4, the current market price per share of Common Stock on 
any date shall be calculated by the Company and be the average of the daily 
Closing Prices Per Share for the five consecutive Trading Days selected by the 
Company commencing not more than 10 Trading Days before, and ending not later 
than the earlier of the day in question and the day before the "ex date" with 
respect to the issuance or distribution requiring such computation. For purposes 
of this paragraph, the term 
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"ex date," when used with respect to any issuance or distribution, means the 
first date on which the Common Stock trades regular way in the applicable 
securities market or on the applicable securities exchange without the right to 
receive such issuance or distribution. 
 
     (9)  No adjustment in the Conversion Rate shall be required unless such 
adjustment (plus any adjustments not previously made by reason of this paragraph 
(9)) would require an increase or decrease of at least one percent in such rate; 
provided, however, that any adjustments which by reason of this paragraph (9) 
are not required to be made shall be carried forward and taken into account in 
any subsequent adjustment. All calculations under this Article shall be made to 
the nearest cent or to the nearest one-hundredth of a share, as the case may be. 
 
     (10) The Company may make such increases in the Conversion Rate, for the 
remaining term of the Securities or any shorter term, in addition to those 
required by paragraphs (1), (2), (3), (4), (5) and (6) of this Section 12.4, as 
it considers to be advisable in order to avoid or diminish any income tax to any 
holders of shares of Common Stock resulting from any dividend or distribution of 
stock or issuance of rights or warrants to purchase or subscribe for stock or 
from any event treated as such for income tax purposes. The Company shall have 
the power to resolve any ambiguity or correct any error in this paragraph (10) 
and its actions in so doing shall, absent manifest error, be final and 
conclusive. 
 
     (11) Notwithstanding the foregoing provisions of this Section, no 
adjustment of the Conversion Rate shall be required to be made (a) upon the 
issuance of shares of Common Stock pursuant to any present or future plan for 
the reinvestment of dividends or (b) because of a tender or exchange offer of 
the character described in Rule 13e-4(h)(5) under the Exchange Act or any 
successor rule thereto. 
 
     (12) To the extent permitted by applicable law, the Company from time to 
time may increase the Conversion Rate by any amount for any period of time if 
the period is at least twenty (20) days, the increase is irrevocable during such 
period, and the Board of Directors shall have made a determination that such 
increase would be in the best interests of the Company, which determination 
shall be conclusive; provided, however, that no such increase shall be taken 
into account for purposes of determining whether the Closing Price Per Share of 
the Common Stock equals or exceeds 105% of the Conversion Price in connection 
with an event which would otherwise be a Change in Control pursuant to Section 
14.4. Whenever the Conversion Rate is increased pursuant to the preceding 
sentence, the Company shall give notice of the increase to the Holders in the 
manner provided in Section 1.6 at least fifteen (15) days prior to the date the 
increased Conversion Rate takes effect, and such notice shall state the 
increased Conversion Rate and the period during which it will be in effect. 
 
     (13) Pursuant to rights issued under the Company's preferred stock rights 
agreement, dated as of April 27, 2001 (the "Rights Plan"), to the extent the 
Rights Plan is still in effect, upon conversion of any Security by the holder 
thereof, such holders will receive, in addition to the Common Stock issuable 
upon such conversion, the rights described in the Rights Plan, whether or not 
the rights have separated from the underlying Common Stock at the time of 
conversion, unless the distribution of such rights would cause certain tax 
implications as specified in the Rights Plan, in 
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which case the holder shall not receive such rights upon conversion, and in lieu 
thereof, the Conversion Rate will be adjusted effective immediately prior to 
conversion pursuant paragraph (4) of this Section 12.4, as though such rights 
had been distributed to holders of Common Stock on the day immediately preceding 
the conversion date. 
 
SECTION 12.5 Notice of Adjustments of Conversion Rate. 
             ---------------------------------------- 
 
     Whenever the Conversion Rate is adjusted as herein provided: 
 
     (1) the Company shall compute the adjusted Conversion Rate in accordance 
with Section 12.4 and shall prepare a certificate signed by the Chief Financial 
Officer of the Company setting forth the adjusted Conversion Rate and showing in 
reasonable detail the facts upon which such adjustment is based, and such 
certificate shall promptly be filed with the Trustee and with each Conversion 
Agent; and 
 
     (2) upon each such adjustment, a notice stating that the Conversion Rate 
has been adjusted and setting forth the adjusted Conversion Rate shall be 
required, and as soon as practicable after it is required, such notice shall be 
provided by the Company to all Holders in accordance with Section 1.6. 
 
     Neither the Trustee nor any Conversion Agent shall be under any duty or 
responsibility with respect to any such certificate or the information and 
calculations contained therein, except to exhibit the same to any Holder of 
Securities desiring inspection thereof at its office during normal business 
hours, and shall not be deemed to have knowledge of any adjustment in the 
Conversion Rate unless and until a Responsible Officer of the Trustee shall have 
received such a certificate. Until a Responsible Officer of the Trustee receives 
such a certificate, the Trustee and each Conversion Agent may assume without 
inquiry that the last Conversion Rate of which the Trustee has knowledge of 
remains in effect. 
 
SECTION 12.6 Notice of Certain Corporate Action. 
             ---------------------------------- 
 
     In case: 
 
     (1) the Company shall declare a dividend (or any other distribution) on its 
Common Stock payable (i) otherwise than exclusively in cash or (ii) exclusively 
in cash in an amount that would require any adjustment pursuant to Section 12.4; 
or 
 
     (2) the Company shall authorize the granting to all or substantially all of 
the holders of its Common Stock of rights, options or warrants to subscribe for 
or purchase any shares of capital stock of any class or of any other rights; or 
 
     (3) of any reclassification of the Common Stock, or of any consolidation, 
merger or share exchange to which the Company is a party and for which approval 
of any stockholders of the Company is required, or of the conveyance, sale, 
transfer or lease of all or substantially all of the assets of the Company; or 
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     (4) of the voluntary or involuntary dissolution, liquidation or winding up 
of the Company; 
 
then the Company shall cause to be filed at each office or agency maintained for 
the purpose of conversion of Securities pursuant to Section 10.2, and shall 
cause to be provided to all Holders in accordance with Section 1.6, at least 20 
days (or 10 days in any case specified in clause (1) or (2) above) prior to the 
applicable record or effective date hereinafter specified, a notice stating (x) 
the date on which a record is to be taken for the purpose of such dividend, 
distribution, rights, options or warrants, or, if a record is not to be taken, 
the date as of which the holders of Common Stock of record to be entitled to 
such dividend, distribution, rights, options or warrants are to be determined or 
(y) the date on which such reclassification, consolidation, merger, conveyance, 
transfer, sale, lease, dissolution, liquidation or winding up is expected to 
become effective, and the date as of which it is expected that holders of Common 
Stock of record shall be entitled to exchange their shares of Common Stock for 
securities, cash or other property deliverable upon such reclassification, 
consolidation, merger, conveyance, transfer, sale, lease, dissolution, 
liquidation or winding up. Neither the failure to give such notice or the notice 
referred to in the following paragraph nor any defect therein shall affect the 
legality or validity of the proceedings described in clauses (1) through (4) of 
this Section 12.6. If at the time the Trustee shall not be the conversion agent, 
a copy of such notice shall also forthwith be filed by the Company with the 
Trustee. 
 
     The Company shall cause to be filed at the Corporate Trust Office and each 
office or agency maintained for the purpose of conversion of Securities pursuant 
to Section 10.2, and shall cause to be provided to all Holders in accordance 
with Section 1.6, notice of any tender offer by the Company or any Subsidiary 
for all or any portion of the Common Stock at or about the time that such notice 
of tender offer is provided to the public generally. 
 
SECTION 12.7 Company to Reserve Common Stock. 
             ------------------------------- 
 
     The Company shall at all times reserve and keep available, free from 
preemptive rights, out of its authorized but unissued Common Stock, for the 
purpose of effecting the conversion of Securities, the full number of shares of 
Common Stock then issuable upon the conversion of all Outstanding Securities. 
 
SECTION 12.8 Taxes on Conversions. 
             -------------------- 
 
     Except as provided in the next sentence, the Company will pay any and all 
taxes and duties that may be payable in respect of the issue or delivery of 
shares of Common Stock on conversion of Securities pursuant hereto. The Company 
shall not, however, be required to pay any tax or duty that may be payable in 
respect of (i) income of the Holder, or (ii) any transfer involved in the issue 
and delivery of shares of Common Stock in a name other than that of the Holder 
of the Security or Securities to be converted, and no such issue or delivery 
shall be made unless and until the Person requesting such issue has paid to the 
Company the amount of any such tax or duty, or has established to the 
satisfaction of the Company that such tax or duty has been paid. 
 
SECTION 12.9 Covenant as to Common Stock. 
             --------------------------- 
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     The Company agrees that all shares of Common Stock that may be delivered 
upon conversion of Securities, upon such delivery, will have been duly 
authorized and validly issued and will be fully paid and nonassessable and, 
except as provided in Section 12.8, the Company will pay all taxes, liens and 
charges with respect to the issue thereof. 
 
SECTION 12.10 Cancellation of Converted Securities. 
              ------------------------------------ 
 
     All Securities delivered for conversion shall be delivered to the Trustee 
or its agent to be canceled by or at the direction of the Trustee, which shall 
dispose of the same as provided in Section 3.9. 
 
SECTION 12.11 Provision in Case of Consolidation, Merger or Sale of Assets. 
              ------------------------------------------------------------ 
 
     In case of any consolidation or merger of the Company with or into any 
other Person, any merger of another Person with or into the Company (other than 
a merger that does not result in any reclassification, conversion, exchange or 
cancellation of outstanding shares of Common Stock of the Company) or any 
conveyance, sale, transfer or lease of all or substantially all of the assets of 
the Company (other than a sale of all or substantially all of the assets of the 
Company that does not result in any reclassification, conversion, exchange or 
cancellation of outstanding shares of Common Stock of the Company), the Person 
formed by such consolidation or resulting from such merger or which acquires 
such assets, as the case may be, shall execute and deliver to the Trustee a 
supplemental indenture providing that the Holder of each Security then 
Outstanding shall have the right thereafter, during the period such Security 
shall be convertible as specified in Section 12.1, to convert such Security only 
into the kind and amount of securities, cash and other property receivable upon 
such consolidation, merger, conveyance, sale, transfer or lease by a holder of 
the number of shares of Common Stock of the Company into which such Security 
might have been converted immediately prior to such consolidation, merger, 
conveyance, sale, transfer or lease, assuming such holder of Common Stock of the 
Company (i) is not (A) a Person with which the Company consolidated or merged 
with or into or which merged into or with the Company or to which such 
conveyance, sale, transfer or lease was made, as the case may be (a "Constituent 
Person"), or (B) an Affiliate of a Constituent Person and (ii) failed to 
exercise his rights of election, if any, as to the kind or amount of securities, 
cash and other property receivable upon such consolidation, merger, conveyance, 
sale, transfer or lease (provided that if the kind or amount of securities, cash 
and other property receivable upon such consolidation, merger, conveyance, sale, 
transfer, or lease is not the same for each share of Common Stock of the Company 
held immediately prior to such consolidation, merger, conveyance, sale, transfer 
or lease by others than a Constituent Person or an Affiliate thereof and in 
respect of which such rights of election shall not have been exercised 
("Non-electing Share"), then for the purpose of this Section 12.11 the kind and 
amount of securities, cash and other property receivable upon such 
consolidation, merger, conveyance, sale, transfer or lease by the holders of 
each Non-electing Share shall be deemed to be the kind and amount so receivable 
per share by a plurality of the Non-electing Shares). Such supplemental 
indenture shall provide for adjustments that, for events subsequent to the 
effective date of such supplemental indenture, shall be as nearly equivalent as 
may be practicable to the adjustments provided for in this Article. The above 
provisions of this Section 12.11 shall similarly apply to successive 
consolidations, mergers, 
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conveyances, sales, transfers or leases. Notice of the execution of such a 
supplemental indenture shall be given by the Company to the Holder of each 
Security as provided in Section 1.6 promptly upon such execution. 
 
     Neither the Trustee nor any Conversion Agent shall be under any 
responsibility to determine the correctness of any provisions contained in any 
such supplemental indenture relating either to the kind or amount of shares of 
stock or other securities or property or cash receivable by Holders of 
Securities upon the conversion of their Securities after any such consolidation, 
merger, conveyance, transfer, sale or lease or to any such adjustment, but may 
accept as conclusive evidence of the correctness of any such provisions, and 
shall be protected in relying upon, an Opinion of Counsel with respect thereto, 
which the Company shall cause to be furnished to the Trustee upon request. 
 
SECTION 12.12 Rights Issued in Respect of Common Stock. 
              ---------------------------------------- 
 
     Rights or warrants distributed by the Company to all holders of Common 
Stock entitling the holders thereof to subscribe for or purchase shares of the 
Company's capital stock (either initially or under certain circumstances), which 
rights or warrants, until the occurrence of a specified event or events 
("Trigger Event"): 
 
          (i)   are deemed to be transferred with such shares of Common Stock, 
 
          (ii)  are not exercisable, and 
 
          (iii) are also issued in respect of future issuances of Common Stock 
 
shall not be deemed distributed for purposes of Section 12.4(2) until the 
occurrence of the earliest Trigger Event. In addition, in the event of any 
distribution of rights or warrants, or any Trigger Event with respect thereto, 
that shall have resulted in an adjustment to the Conversion Rate under Section 
12.4(2), (1) in the case of any such rights or warrants that shall all have been 
redeemed or repurchased without exercise by any holders thereof, the Conversion 
Rate shall be readjusted upon such final redemption or repurchase to give effect 
to such distribution or Trigger Event, as the case may be, as though it were a 
cash distribution, equal to the per share redemption or repurchase price 
received by a holder of Common Stock with respect to such rights or warrants 
(assuming such holder had retained such rights or warrants), made to all holders 
of Common Stock as of the date of such redemption or repurchase, and (2) in the 
case of any such rights or warrants all of which shall have expired without 
exercise by any holder thereof, the Conversion Price shall be readjusted as if 
such issuance had not occurred. 
 
SECTION 12.13 Responsibility of Trustee for Conversion Provisions. 
              --------------------------------------------------- 
 
     The Trustee, subject to the provisions of Section 6.1, and any Conversion 
Agent shall not at any time be under any duty or responsibility to any Holder of 
Securities to determine whether any facts exist which may require any adjustment 
of the Conversion Rate, or with respect to the nature or extent of any such 
adjustment when made, or with respect to the method employed, herein or in any 
supplemental indenture provided to be employed, in making the same, or whether a 
supplemental 
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indenture need be entered into. Neither the Trustee, subject to the provisions 
of Section 6.1, nor any Conversion Agent shall be accountable with respect to 
the validity or value (or the kind or amount) of any Common Stock, or of any 
other securities or property or cash, which may at any time be issued or 
delivered upon the conversion of any Security; and it or they do not make any 
representation with respect thereto. Neither the Trustee, subject to the 
provisions of Section 6.1, nor any Conversion Agent shall be responsible for any 
failure of the Company to make or calculate any cash payment or to issue, 
transfer or deliver any shares of Common Stock or share certificates or other 
securities or property or cash upon the surrender of any Security for the 
purpose of conversion; and the Trustee, subject to the provisions of Section 
6.1, and any Conversion Agent shall not be responsible for any failure of the 
Company to comply with any of the covenants of the Company contained in this 
Article. 
 
                                  ARTICLE XIII 
                       SUBORDINATION OF SECURITIES SECTION 
 
SECTION 13.1 Securities Subordinate to Senior Debt. 
             ------------------------------------- 
 
     The Company covenants and agrees, and each Holder of a Security, by its 
acceptance thereof, likewise covenants and agrees, that, to the extent and in 
the manner hereinafter set forth in this Article (subject to the provisions of 
Article IV), the indebtedness represented by the Securities and the payment of 
the principal of, or premium, if any, or interest (including Liquidated Damages, 
if any) on, each and all of the Securities (including, but not limited to, the 
Redemption Price with respect to the Securities to be called for redemption in 
accordance with Article XI or the Repurchase Price with respect to Securities 
submitted for repurchase in accordance with Article XIV), are hereby expressly 
made subordinate and subject in right of payment to the prior payment in full of 
all Senior Debt. 
 
SECTION 13.2 No Payment in Certain Circumstances, Payment over of Proceeds upon 
             ------------------------------------------------------------------ 
             Dissolution, Etc. 
             ---------------- 
 
     No payment shall be made with respect to the principal of, or premium, if 
any, or interest (including Liquidated Damages, if any) on the Securities 
(including, but not limited to, the Redemption Price with respect to the 
Securities to be called for redemption in accordance with Article XI or the 
Repurchase Price with respect to Securities submitted for repurchase in 
accordance with Article XIV), except payments and distributions made by the 
Trustee as permitted by Section 13.9, if: 
 
          (i) a default in the payment of principal, premium, if any, or 
interest (including a default under any repurchase or redemption obligation) or 
other amounts with respect to any Designated Senior Debt occurs and is 
continuing (or, in the case of Designated Senior Debt for which there is a 
period of grace, in the event of such a default that continues beyond the period 
of grace, if any, specified in the instrument or lease evidencing such 
Designated Senior Debt) unless and until such default shall have been cured or 
waived or shall have ceased to exist; or 
 
                                      -86- 
 



 
 
          (ii) any other event of default occurs and is continuing with respect 
to Designated Senior Debt that then permits holders of such Designated Senior 
Debt to accelerate its maturity and the Trustee has received a notice of the 
default (a "Payment Blockage Notice") from a Representative or holder of 
Designated Senior Debt or the Company. 
 
     If the Trustee receives any Payment Blockage Notice pursuant to clause (ii) 
above, no subsequent Payment Blockage Notice shall be effective for purposes of 
this Section unless and until (A) at least 365 days shall have elapsed since the 
initial effectiveness of the immediately prior Payment Blockage Notice, and (B) 
all scheduled payments of principal, premium, if any, and interest on the 
Securities that have come due have been paid in full in cash. No nonpayment 
default that existed or was continuing on the date of delivery of any Payment 
Blockage Notice to the Trustee shall be, or be made, the basis for a subsequent 
Payment Blockage Notice. 
 
     The Company may and shall resume payments on and distributions in respect 
of the Securities upon the earlier of: 
 
     (1) in the case of a default referred to in clause (i) above, the date upon 
which the default is cured or waived or ceases to exist, or 
 
     (2) in the case of a default referred to in clause (ii) above, the date 
upon which the default is cured or waived or ceases to exist or 179 days pass 
after notice is received if the maturity of such Designated Senior Debt has not 
been accelerated, unless this Article XIII otherwise prohibits the payment or 
distribution at the time of such payment or distribution. 
 
     In the event of (a) any insolvency or bankruptcy case or proceeding, or any 
receivership, liquidation, reorganization or other similar case or proceeding in 
connection therewith, relative to the Company or to its creditors, as such, or 
to its assets, or (b) any liquidation, dissolution or other winding up of the 
Company, whether voluntary or involuntary and whether or not involving 
insolvency or bankruptcy, or (c) any assignment for the benefit of creditors or 
any other marshaling of assets and liabilities of the Company, then and in any 
such event the holders of Senior Debt shall be entitled to receive payment in 
full of all amounts due or to become due on or in respect of all Senior Debt in 
cash before the Holders of the Securities are entitled to receive any payment on 
account of principal of (or premium, if any) or interest (including any 
Liquidated Damages) on the Securities or on account of the purchase, redemption 
or other acquisition of Securities, and to that end the holders of Senior Debt 
shall be entitled to receive, for application to the payment thereof, any 
payment or distribution of any kind or character, whether in cash, property or 
securities, which may be payable or deliverable in respect of the Securities in 
any such case, proceeding, dissolution, liquidation or other winding up or 
event. 
 
     In the event that, notwithstanding the foregoing provisions of this 
Section, the Trustee or the Holder of any Security shall have received any 
payment or distribution of assets of the Company of any kind or character, 
whether in cash, securities or other property, before all Senior Debt is paid in 
full, and if such fact shall, at or prior to the time of such payment or 
distribution, have been made known to the Trustee or, as the case may be, such 
Holder, then and in such event such payment or distribution shall be paid over 
or delivered forthwith to the trustee in bankruptcy, receiver, 
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liquidating trustee, custodian, assignee, agent or other Person making payment 
or distribution of assets of the Company for application to the payment of all 
Senior Debt remaining unpaid, to the extent necessary to pay all Senior Debt in 
full, after giving effect to any concurrent payment or distribution to or for 
the holders of Senior Debt. 
 
     For purposes of this Article only, the words "cash, securities or other 
property" shall not be deemed to include shares of capital stock of the Company 
as reorganized or readjusted, or securities of the Company or any other 
corporation provided for by a plan of reorganization or readjustment, which 
shares of stock or securities are subordinated in right of payment to all then 
outstanding Senior Debt to substantially the same extent as, or to a greater 
extent than, the Securities are so subordinated as provided in this Article. The 
consolidation of the Company with, or the merger of the Company into, another 
Person or the liquidation or dissolution of the Company following the conveyance 
or transfer of its properties and assets substantially as an entirety to another 
Person upon the terms and conditions set forth in Article VII shall not be 
deemed a dissolution, winding up, liquidation, reorganization, assignment for 
the benefit of creditors or marshaling of assets and liabilities of the Company 
for the purposes of this Section if the Person formed by such consolidation or 
into which the Company is merged or which acquires by conveyance or transfer 
such properties and assets substantially as an entirety, as the case may be, 
shall, as a part of such consolidation, merger, conveyance or transfer, comply 
with the conditions set forth in Article VII. 
 
     In the event that, notwithstanding the foregoing, the Company shall make 
any payment to the Trustee or the Holder of any Security prohibited by the 
foregoing provisions of this Section, and if such fact shall, at or prior to the 
time of such payment, have been made known to the Trustee or, as the case may 
be, such Holder, then and in such event such payment shall be paid over and 
delivered forthwith to the Company, in the case of the Trustee, or the Trustee, 
in the case of such Holder. 
 
SECTION 13.3 Prior Payment to Senior Debt upon Acceleration of Securities. 
             ------------------------------------------------------------ 
 
     In the event of the acceleration of the Securities because of an Event of 
Default, no payment or distribution shall be made to the Trustee or any holder 
of Securities in respect of the principal of, premium, if any, or interest 
(including Liquidated Damages, if any) on the Securities (including, but not 
limited to, the Redemption Price with respect to the Securities called for 
redemption in accordance with Article XI or the Repurchase Price with respect to 
the Securities submitted for repurchase in accordance with Article XIV), except 
payments and distributions made by the Trustee as permitted by Section 13.9, 
until all Senior Debt has been paid in full in cash or other payment 
satisfactory to the holders of Senior Debt or such acceleration is rescinded in 
accordance with the terms of this Indenture. If payment of the Securities is 
accelerated because of an Event of Default, the Company shall promptly notify 
holders of Senior Debt of the acceleration. 
 
SECTION 13.4 Payment Permitted If No Default. 
             ------------------------------- 
 
     Nothing contained in this Article or elsewhere in this Indenture or in any 
of the Securities shall prevent (a) the Company, at any time except during the 
pendency of any case, proceeding, dissolution, liquidation or other winding up, 
assignment for the benefit of creditors or other marshaling of assets and 
liabilities of the Company referred to in Section 13.2, or during the 
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circumstances referred to in the first paragraph of Section 13.2, or under the 
conditions described in Section 13.3, from making payments at any time of 
principal of (and premium, if any) or interest on the Securities, or (b) the 
application by the Trustee of any money deposited with it hereunder to the 
payment of or on account of the principal of (and premium, if any) or interest 
on the Securities or the retention of such payment by the Holders, if, at the 
time of such application by the Trustee, it did not have knowledge that such 
payment would have been prohibited by the provisions of this Article. 
 
SECTION 13.5 Subrogation to Rights of Holders of Senior Debt. 
             ----------------------------------------------- 
 
     Subject to the payment in full of all Senior Debt, the Holders of the 
Securities shall be subrogated to the extent of the payments or distributions 
made to the holders of such Senior Debt pursuant to the provisions of this 
Article to the rights of the holders of such Senior Debt to receive payments and 
distributions of cash, property and securities applicable to the Senior Debt 
until the principal of (and premium, if any) and interest on the Securities 
shall be paid in full. For purposes of such subrogation, no payments or 
distributions to the holders of the Senior Debt of any cash, property or 
securities to which the Holders of the Securities or the Trustee would be 
entitled except for the provisions of this Article, and no payments over 
pursuant to the provisions of this Article to the holders of Senior Debt by 
Holders of the Securities or the Trustee, shall, as among the Company, its 
creditors other than holders of Senior Debt and the Holders of the Securities, 
be deemed to be a payment or distribution by the Company to or on account of the 
Senior Debt. 
 
SECTION 13.6 Provisions Solely to Define Relative Rights. 
             ------------------------------------------- 
 
     The provisions of this Article are and are intended solely for the purpose 
of defining the relative rights of the Holders of the Securities on the one hand 
and the holders of Senior Debt on the other hand. Nothing contained in this 
Article or elsewhere in this Indenture or in the Securities is intended to or 
shall (i) impair, as among the Company, its creditors other than holders of 
Senior Debt and the Holders of the Securities, the obligation of the Company, 
which is absolute and unconditional, to pay to the Holders of the Securities the 
principal of (and premium, if any) and interest (including Liquidated Damages, 
if any) on the Securities as and when the same shall become due and payable in 
accordance with their terms; or (ii) affect the relative rights against the 
Company of the Holders of the Securities and creditors of the Company other than 
the holders of Senior Debt; or (iii) prevent the Trustee or the Holder of any 
Security from exercising all remedies otherwise permitted by applicable law upon 
default under this Indenture, subject to the rights, if any, under this Article 
of the holders of Senior Debt to receive cash, property and securities otherwise 
payable or deliverable to the Trustee or such Holder. 
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SECTION 13.7 Trustee to Effectuate Subordination. 
             ----------------------------------- 
 
     Each Holder of a Security by its acceptance thereof authorizes and directs 
the Trustee on its behalf to take such action as may be necessary or appropriate 
to effectuate the subordination provided in this Article and appoints the 
Trustee its attorney-in-fact for any and all such purposes. 
 
SECTION 13.8 No Waiver of Subordination Provisions. 
             ------------------------------------- 
 
     No right of any present or future holder of any Senior Debt to enforce 
subordination as herein provided shall at any time in any way be prejudiced or 
impaired by any act or failure to act on the part of the Company, or by any 
non-compliance by the Company with the terms, provisions and covenants of this 
Indenture, regardless of any knowledge thereof any such holder may have or be 
otherwise charged with. 
 
     Without in any way limiting the generality of the foregoing paragraph, the 
holders of Senior Debt may, at any time and from time to time, without the 
consent of or notice to the Trustee or the Holders of the Securities, without 
incurring responsibility to the Holders of the Securities and without impairing 
or releasing the subordination provided in this Article or the obligations 
hereunder of the Holders of the Securities to the holders of Senior Debt, do any 
one or more of the following: (i) change the manner, place or terms of payment 
or extend the time of payment of, or renew or alter, Senior Debt, or otherwise 
amend or supplement in any manner Senior Debt or any instrument evidencing the 
same or any agreement under which Senior Debt is outstanding; (ii) sell, 
exchange, release or otherwise deal with any property pledged, mortgaged or 
otherwise securing Senior Debt; (iii) release any Person liable in any manner 
for the collection of Senior Debt; and (iv) exercise or refrain from exercising 
any rights against the Company and any other Person. 
 
SECTION 13.9 Notice to Trustee. 
             ----------------- 
 
     The Company shall give prompt written notice to the Trustee of any fact 
known to the Company that would prohibit the making of any payment to or by the 
Trustee in respect of the Securities. Notwithstanding the provisions of this 
Article or any other provision of this Indenture, the Trustee shall not be 
charged with knowledge of the existence of any facts which would prohibit the 
making of any payment to or by the Trustee in respect of the Securities, unless 
and until a Responsible Officer of the Trustee shall have received written 
notice thereof from the Company or a Representative or a holder of Senior Debt 
(including, without limitation, a holder of Designated Senior Debt) and, prior 
to the receipt of any such written notice, the Trustee, subject to the 
provisions of Section 6.1, shall be entitled in all respects to assume that no 
such facts exist; provided, however, that if the Trustee shall not have received 
the notice provided for in this Section 13.9 at least two Business Days prior to 
the date upon which by the terms hereof any money may become payable for any 
purpose (including, without limitation, the payment of the principal of (and 
premium, if any) or interest (including Liquidated Damages, if any) on any 
Security), then, anything herein contained to the contrary notwithstanding, the 
Trustee shall have full power and authority to receive such money and to apply 
the same to the purpose for which such money was received and shall not be 
affected by any notice to the contrary which may be received by it within one 
Business Day prior to such date. 
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     Notwithstanding anything in this Article XIII to the contrary, nothing 
shall prevent any payment by the Trustee to the Holders of monies deposited with 
it pursuant to Section 4.1, and any such payment shall not be subject to the 
provisions of Section 13.2 or 13.3. 
 
     Subject to the provisions of Section 6.1, the Trustee shall be entitled to 
rely on the delivery to it of a written notice by a Person representing himself 
to be a Representative or a holder of Senior Debt (including, without 
limitation, a holder of Designated Senior Debt) to establish that such notice 
has been given by a Representative or a holder of Senior Debt (including, 
without limitation, a holder of Designated Senior Debt). In the event that the 
Trustee determines in good faith that further evidence is required with respect 
to the right of any Person as a holder of Senior Debt to participate in any 
payment or distribution pursuant to this Article, the Trustee may request such 
Person to furnish evidence to the reasonable satisfaction of the Trustee as to 
the amount of Senior Debt held by such Person, the extent to which such Person 
is entitled to participate in such payment or distribution and any other facts 
pertinent to the rights of such Person under this Article, and if such evidence 
is not furnished, the Trustee may defer any payment to such Person pending 
judicial determination as to the right of such Person to receive such payment. 
 
SECTION 13.10 Reliance on Judicial Order or Certificate of Liquidating Agent. 
              -------------------------------------------------------------- 
 
     Upon any payment or distribution of assets of the Company referred to in 
this Article, the Trustee, subject to the provisions of Section 6.1, and the 
Holders of the Securities shall be entitled to rely upon any order or decree 
entered by any court of competent jurisdiction in which such insolvency, 
bankruptcy, receivership, liquidation, reorganization, dissolution, winding up 
or similar case or proceeding is pending, or a certificate of the trustee in 
bankruptcy, receiver, liquidating trustee, custodian, assignee for the benefit 
of creditors, agent or other Person making such payment or distribution, 
delivered to the Trustee or to the Holders of Securities, for the purpose of 
ascertaining the Persons entitled to participate in such payment or 
distribution, the holders of the Senior Debt and other indebtedness of the 
Company, the amount thereof or payable thereon, the amount or amounts paid or 
distributed thereon and all other facts pertinent thereto or to this Article. 
 
SECTION 13.11 Trustee Not Fiduciary for Holders of Senior Debt. 
              ------------------------------------------------ 
 
     The Trustee shall not be deemed to owe any fiduciary duty to the holders of 
Senior Debt and shall not be liable to any such holders if it shall in good 
faith mistakenly pay over or distribute to Holders of Securities or to the 
Company or to any other Person cash, property or securities to which any holders 
of Senior Debt shall be entitled by virtue of this Article or otherwise. 
 
SECTION 13.12 Reliance by Holders of Senior Debt on Subordination Provisions. 
              -------------------------------------------------------------- 
 
     Each Holder by accepting a Security acknowledges and agrees that the 
foregoing subordination provisions are, and are intended to be, an inducement 
and a consideration to each holder of any Senior Debt, whether such Senior Debt 
was created or acquired before or after the issuance of the Securities, to 
acquire and continue to hold, or to continue to hold, such Senior Debt and such 
holder of Senior Debt shall be deemed conclusively to have relied on such 
subordination provisions in acquiring and continuing to hold, or in continuing 
to hold, such Senior Debt, and no 
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amendment or modification of the provisions contained herein shall diminish the 
rights of such holders of Senior Debt unless such holders shall have agreed in 
writing thereto. 
 
SECTION 13.13 Rights of Trustee as Holder of Senior Debt; Preservation of 
              ----------------------------------------------------------- 
              Trustee's Rights. 
              ---------------- 
 
     The Trustee in its individual capacity shall be entitled to all the rights 
set forth in this Article with respect to any Senior Debt which may at any time 
be held by it, to the same extent as any other holder of Senior Debt, and 
nothing in this Indenture shall deprive the Trustee of any of its rights as such 
holder. 
 
     Nothing in this Article shall apply to claims of, or payments to, the 
Trustee under or pursuant to Section 6.7. 
 
SECTION 13.14 Article Applicable to Paying Agents. 
              ----------------------------------- 
 
     In case at any time any Paying Agent other than the Trustee shall have been 
appointed by the Company and be then acting hereunder, the term "Trustee" as 
used in this Article shall in such case (unless the context otherwise requires) 
be construed as extending to and including such Paying Agent within its meaning 
as fully for all intents and purposes as if such Paying Agent were named in this 
Article in addition to or in place of the Trustee; provided, however, that 
Section 13.13 shall not apply to the Company or any Affiliate of the Company if 
it or such Affiliate acts as Paying Agent. 
 
SECTION 13.15 Certain Conversions and Repurchases Deemed Payment. 
              -------------------------------------------------- 
 
     For the purposes of this Article only, (i) the issuance and delivery of 
junior securities upon conversion of Securities in accordance with Article XII 
or upon the repurchase of Securities in accordance with Article XIV shall not be 
deemed to constitute a payment or distribution on account of the principal of or 
premium or interest (including Liquidated Damages, if any) on Securities or on 
account of the purchase or other acquisition of Securities, and (ii) the 
payment, issuance or delivery of cash (except in satisfaction of fractional 
shares pursuant to Section 12.3 or 14.3(7)), property or securities (other than 
junior securities) upon conversion of a Security shall be deemed to constitute 
payment on account of the principal of such Security. For the purposes of this 
Section, the term "junior securities" means (a) shares of any stock of any class 
of the Company and securities into which the Securities are convertible pursuant 
to Article XII and (b) securities of the Company which are subordinated in right 
of payment to all Senior Debt that may be outstanding at the time of issuance or 
delivery of such securities to substantially the same extent as, or to a greater 
extent than, the Securities are so subordinated as provided in this Article. 
Nothing contained in this Article or elsewhere in this Indenture or in the 
Securities is intended to or shall impair, as among the Company, its creditors 
other than holders of Senior Debt and the Holders of the Securities, the right, 
which is absolute and unconditional, of the Holder of any Security to convert 
such Security in accordance with Article XII or to exchange such Security for 
Common Stock in accordance with Article XIV if the Company elects to satisfy the 
obligations under Article XIV by the delivery of Common Stock. 
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                                  ARTICLE XIV 
                 REPURCHASE OF SECURITIES AT THE OPTION OF THE 
                         HOLDER UPON A CHANGE IN CONTROL 
 
SECTION 14.1 Right to Require Repurchase. 
             --------------------------- 
 
     In the event that a Change in Control (as hereinafter defined) shall occur, 
then each Holder shall have the right, at the Holder's option, but subject to 
the provisions of Section 14.2, to require the Company to repurchase, and upon 
the exercise of such right the Company shall repurchase, all of such Holder's 
Securities not theretofore called for redemption, or any portion of the 
principal amount thereof that is equal to U.S.$1,000 or any integral multiple of 
U.S.$1,000 in excess thereof (provided that no single Security may be 
repurchased in part unless the portion of the principal amount of such Security 
to be Outstanding after such repurchase is equal to U.S.$1,000 or integral 
multiples of U.S.$1,000 in excess thereof), on the date (the "Repurchase Date") 
that is 45 days after the date of the Company Notice (as defined in Section 
14.3) at a purchase price equal to 100% of the principal amount of the 
Securities to be repurchased plus interest accrued but unpaid to, but excluding, 
the Repurchase Date (the "Repurchase Price"); provided, however, that 
installments of interest on Securities whose Stated Maturity is on or prior to 
the Repurchase Date shall be payable to the Holders of such Securities, or one 
or more Predecessor Securities, registered as such on the relevant Record Date 
according to their terms and the provisions of Section 3.7. Such right to 
require the repurchase of the Securities shall not continue after a discharge of 
the Company from its obligations with respect to the Securities in accordance 
with Article IV, unless a Change in Control shall have occurred prior to such 
discharge. At the option of the Company, the Repurchase Price may be paid in 
cash or, subject to the fulfillment by the Company of the conditions set forth 
Section 14.2, by delivery of shares of Common Stock having a fair market value 
equal to the Repurchase Price. Whenever in this Indenture (including Sections 
2.2, 3.1, 5.1(1) and 5.8) there is a reference, in any context, to the principal 
of any Security as of any time, such reference shall be deemed to include 
reference to the Repurchase Price payable in respect of such Security to the 
extent that such Repurchase Price is, was or would be so payable at such time, 
and express mention of the Repurchase Price in any provision of this Indenture 
shall not be construed as excluding the Repurchase Price in those provisions of 
this Indenture when such express mention is not made; provided, however, that 
for the purposes of Article XIII such reference shall be deemed to include 
reference to the Repurchase Price only to the extent the Repurchase Price is 
payable in cash. 
 
SECTION 14.2 Conditions to the Company's Election to Pay the Repurchase Price in 
             ------------------------------------------------------------------- 
             Common Stock. 
             ------------ 
 
     The Company may elect to pay the Repurchase Price by delivery of shares of 
Common Stock pursuant to Section 14.1 if and only if the following conditions 
shall have been satisfied: 
 
     (1) The shares of Common Stock deliverable in payment of the Repurchase 
Price shall have a fair market value as of the Repurchase Date of not less than 
the Repurchase Price. For purposes of Section 14.1 and this Section 14.2, the 
fair market value of shares of Common Stock shall be determined by the Company 
and shall be equal to 95% of the average of the Closing Prices 
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Per Share of the Common Stock for the five consecutive Trading Days immediately 
preceding and including the third Trading Day prior to the Repurchase Date; 
 
     (2) The Repurchase Price shall be paid only in cash in the event any shares 
of Common Stock to be issued upon repurchase of Securities hereunder (i) require 
registration under any federal securities law before such shares may be freely 
transferable without being subject to any transfer restrictions under the 
Securities Act upon repurchase and if such registration is not completed or does 
not become effective prior to the Repurchase Date, and/or (ii) require 
registration with or approval of any governmental authority under any state law 
or any other federal law before such shares may be validly issued or delivered 
upon repurchase and if such registration is not completed or does not become 
effective or such approval is not obtained prior to the Repurchase Date; 
 
     (3) Payment of the Repurchase Price may not be made in Common Stock unless 
such stock is, or shall have been, approved for quotation on the Nasdaq National 
Market or listed on a national securities exchange, in either case, prior to the 
Repurchase Date; and 
 
     (4) All shares of Common Stock that may be issued upon repurchase of 
Securities will be issued out of the Company's authorized but unissued Common 
Stock and, will upon issue, be duly and validly issued and fully paid and 
non-assessable and free of any preemptive or similar rights. 
 
     If all of the conditions set forth in this Section 14.2 are not satisfied 
in accordance with the terms thereof, the Repurchase Price shall be paid by the 
Company only in cash. 
 
SECTION 14.3 Notices; Method of Exercising Repurchase Right, Etc. 
             --------------------------------------------------- 
 
     (1) Unless the Company shall have theretofore called for redemption all of 
the Outstanding Securities, on or before the 30th day after the occurrence of a 
Change in Control, the Company or, at the request and expense of the Company on 
or before the 15th day after such occurrence, the Trustee, shall give to all 
Holders of Securities, in the manner provided in Section 1.6, notice (the 
"Company Notice") of the occurrence of the Change in Control and of the 
repurchase right set forth herein arising as a result thereof and the Company 
shall issue a Press Release including the information required to be included in 
such Company Notice hereunder. The Company shall also deliver a copy of such 
Company Notice to the Trustee. 
 
     Each Company Notice shall state: 
 
          (i)   the Repurchase Date, 
 
          (ii)  the date by which the repurchase right must be exercised, 
 
          (iii) the Repurchase Price, and whether the Repurchase Price shall be 
paid by the Company in cash or by delivery of shares of Common Stock, 
 
          (iv)  a description of the procedure that a Holder must follow to 
exercise a repurchase right, and the place or places where such Securities are 
to be surrendered for payment of 
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the Repurchase Price and accrued interest (including Liquidated Damages, if 
any), if any to the Repurchase Date, 
 
          (v)   that on the Repurchase Date the Repurchase Price, and accrued 
interest (including Liquidated Damages, if any), if any to the Repurchase Date, 
will become due and payable upon each such Security designated by the Holder to 
be repurchased, and that interest thereon shall cease to accrue on and after 
said date, 
 
          (vi)  the Conversion Rate then in effect, the date on which the right 
to convert the principal amount of the Securities to be repurchased will 
terminate and the place or places where such Securities may be surrendered for 
conversion, and 
 
          (vii) the place or places that the Security certificate with the 
Election of Holder to Require Repurchase as specified in Section 2.2 shall be 
delivered, and if the Security is a Restricted Securities Certificate the place 
or places that the Surrender Certificate required by Section 14.3(9) shall be 
delivered. 
 
     No failure of the Company to give the foregoing notices or defect therein 
shall limit any Holder' s right to exercise a repurchase right or affect the 
validity of the proceedings for the repurchase of Securities. 
 
     If any of the foregoing provisions or other provisions of this Article XIV 
are inconsistent with applicable law, such law shall govern. 
 
     (2) To exercise a repurchase right, a Holder shall deliver to the Trustee 
on or before the 30th day after the date of the Company Notice (i) irrevocable 
written notice of the Holder's exercise of such right, which notice shall set 
forth the name of the Holder, the principal amount of the Securities to be 
repurchased (and, if any Security is to repurchased in part, the serial number 
thereof, the portion of the principal amount thereof to be repurchased and the 
name of the Person in which the portion thereof to remain Outstanding after such 
repurchase is to be registered) and a statement that an election to exercise the 
repurchase right is being made thereby, and, in the event that the Repurchase 
Price shall be paid in shares of Common Stock, the name or names (with 
addresses) in which the certificate or certificates for shares of Common Stock 
shall be issued, and (ii) the Securities with respect to which the repurchase 
right is being exercised. Such written notice shall be irrevocable, except that 
the right of the Holder to convert the Securities with respect to which the 
repurchase right is being exercised shall continue until the close of business 
on the Business Day immediately preceding the Repurchase Date. 
 
     (3) In the event a repurchase right shall be exercised in accordance with 
the terms hereof, the Company shall pay or cause to be paid to the Trustee the 
Repurchase Price in cash or shares of Common Stock, as provided above, for 
payment to the Holder on the Repurchase Date, together with accrued and unpaid 
interest to the Repurchase Date payable with respect to the Securities as to 
which the repurchase right has been exercised; provided, however, that 
installments of interest that mature on or prior to the Repurchase Date shall be 
payable in cash to the Holders of such Securities, or one 
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or more Predecessor Securities, registered as such at the close of business on 
the relevant Regular Record Date. 
 
     (4) If any Security (or portion thereof) surrendered for repurchase shall 
not be so paid on the Repurchase Date, the principal amount of such Security (or 
portion thereof, as the case may be) shall, until paid, bear interest to the 
extent permitted by applicable law from the Repurchase Date at the rate of 3.5% 
per annum, and each Security shall remain convertible into Common Stock until 
the principal of such Security (or portion thereof, as the case may be) shall 
have been paid or duly provided for. 
 
     (5) Any Security that is to be repurchased only in part shall be 
surrendered to the Trustee (with, if the Company or the Trustee so requires, due 
endorsement by, or a written instrument of transfer in form satisfactory to the 
Company and the Trustee duly executed by, the Holder thereof or his attorney 
duly authorized in writing), and the Company shall execute, and the Trustee 
shall authenticate and make available for delivery to the Holder of such 
Security without service charge, a new Security or Securities, containing 
identical terms and conditions, each in an authorized denomination in aggregate 
principal amount equal to and in exchange for the unrepurchased portion of the 
principal of the Security so surrendered. 
 
     (6) Any issuance of shares of Common Stock in respect of the Repurchase 
Price shall be deemed to have been effected immediately prior to the close of 
business on the Repurchase Date and the Person or Persons in whose name or names 
any certificate or certificates for shares of Common Stock shall be issuable 
upon such repurchase shall be deemed to have become on the Repurchase Date the 
holder or holders of record of the shares represented thereby; provided, 
however, that any surrender for repurchase on a date when the stock transfer 
books of the Company shall be closed shall constitute the Person or Persons in 
whose name or names the certificate or certificates for such shares are to be 
issued as the record holder or holders thereof for all purposes at the opening 
of business on the next succeeding day on which such stock transfer books are 
open. No payment or adjustment shall be made for dividends or distributions on 
any Common Stock issued upon repurchase of any Security declared prior to the 
Repurchase Date. 
 
     (7) No fractions of shares shall be issued upon repurchase of Securities. 
If more than one Security shall be repurchased from the same Holder and the 
Repurchase Price shall be payable in shares of Common Stock, the number of full 
shares that shall be issuable upon such repurchase shall be computed on the 
basis of the aggregate principal amount of the Securities so repurchased. 
Instead of any fractional share of Common Stock that would otherwise be issuable 
on the repurchase of any Security or Securities, the Company will deliver to the 
applicable Holder its check for the current market value of such fractional 
share. The current market value of a fraction of a share is determined by 
multiplying the current market price of a full share by the fraction, and 
rounding the result to the nearest cent. For purposes of this Section, the 
current market price of a share of Common Stock is the Closing Price Per Share 
of the Common Stock on the Trading Day immediately preceding the Repurchase 
Date. 
 
     (8) Any issuance and delivery of certificates for shares of Common Stock on 
repurchase of Securities shall be made without charge to the Holder of 
Securities being repurchased for such 
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certificates or for any tax or duty in respect of the issuance or delivery of 
such certificates or the securities represented thereby; provided, however, that 
the Company shall not be required to pay any tax or duty that may be payable in 
respect of (i) income of the Holder or (ii) any transfer involved in the 
issuance or delivery of certificates for shares of Common Stock in a name other 
than that of the Holder of the Securities being repurchased, and no such 
issuance or delivery shall be made unless and until the Person requesting such 
issuance or delivery has paid to the Company the amount of any such tax or duty 
or has established, to the satisfaction of the Company, that such tax or duty 
has been paid. 
 
     (9)  If shares of Common Stock to be delivered upon repurchase of a 
Security are to be registered in a name other than that of the beneficial owner 
of such Security, then such Holder must deliver to the Trustee a Surrender 
Certificate, dated the date of surrender of such Restricted Security and signed 
by such beneficial owner, as to compliance with the restrictions on transfer 
applicable to such Restricted Security. Neither the Trustee nor any Registrar or 
Transfer Agent or other agents shall be required to register in a name other 
than that of the beneficial owner shares of Common Stock issued upon repurchase 
of any such Restricted Security not so accompanied by a properly completed 
Surrender Certificate. 
 
     (10) All Securities delivered for repurchase shall be delivered to the 
Trustee to be canceled at the direction of the Trustee, which shall dispose of 
the same as provided in Section 3.9. 
 
SECTION 14.4 Certain Definitions. 
             ------------------- 
 
     For purposes of this Article XIV, 
 
     (1) the term "beneficial owner" shall be determined in accordance with Rule 
13d-3, as in effect on the date of the original execution of this Indenture, 
promulgated by the Commission pursuant to the Exchange Act; 
 
     (2) a "Change in Control" shall be deemed to have occurred at the time, 
after the original issuance of the Securities, of: 
 
          (i) the acquisition by any Person (including any syndicate or group 
deemed to be a "person" under Section 13(d)(3) of the Exchange Act) of 
beneficial ownership, directly or indirectly, through a purchase, merger or 
other acquisition transaction or series of transactions, of shares of capital 
stock of the Company entitling such person to exercise 50% or more of the total 
voting power of all shares of capital stock of the Company entitled to vote 
generally in the elections of directors, other than any such acquisition by the 
Company, any subsidiary of the Company or any employee benefit plan of the 
Company; or 
 
          (ii) any consolidation of the Company with, or merger of the Company 
into, any other Person, any merger of another Person into the Company, or any 
conveyance, sale, transfer or lease of all or substantially all of the assets of 
the Company to another Person (other than (a) any such transaction (x) that does 
not result in any reclassification, conversion, exchange or cancellation of 
outstanding shares of capital stock of the Company and (y) pursuant to which the 
holders of 50% 
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or more of the total voting power of all shares of the Company's capital stock 
entitled to vote generally in the election of directors immediately prior to 
such transaction have the entitlement to exercise, directly or indirectly, 50% 
or more of the total voting power of all shares of capital stock entitled to 
vote generally in the election of directors of the continuing or surviving 
corporation immediately after such transaction or (b) any transaction which is 
effected solely to change the jurisdiction of incorporation of the Company and 
results in a reclassification, conversion or exchange of outstanding shares of 
Common Stock into solely shares of common stock); provided, however, that a 
Change in Control shall not be deemed to have occurred if (I) the Closing Price 
Per Share of the Common Stock for any five Trading Days within the period of 10 
consecutive Trading Days ending immediately after the later of the Change in 
Control or the public announcement of the Change in Control (in the case of a 
Change in Control under clause (i) above) or the period of 10 consecutive 
Trading Days ending immediately before the Change in Control (in the case of a 
Change in Control under clause (ii) above) shall, in the case of each of such 
five Trading Days, equal or exceed 105% of the Conversion Price of the 
Securities in effect on each of such five Trading Days or (II) all of the 
consideration (excluding cash payments for fractional shares and cash payments 
made pursuant to dissenters' appraisal rights) in a merger or consolidation 
otherwise constituting a Change in Control under clause (i) and/or clause (ii) 
above consists of shares of common stock, depository receipts or other 
certificates representing common equity interests traded on a national 
securities exchange or quoted on the Nasdaq National Market (or will be so 
traded or quoted immediately following such merger or consolidation) and as a 
result of such merger or consolidation the notes become convertible into such 
common stock, depository receipts or other certificates representing common 
equity interests. 
 
     (3) the term "Conversion Price" shall equal U.S.$1,000 divided by the 
Conversion Rate (rounded to the nearest cent); and 
 
     (4) for purposes of Section 14.4(2)(i), the term "person" shall include any 
syndicate or group which would be deemed to be a "person" under Section 13(d)(3) 
of the Exchange Act, as in effect on the date of the original execution of this 
Indenture. 
 
SECTION 14.5 Consolidation, Merger, etc. 
             -------------------------- 
 
     In the case of any merger, consolidation, conveyance, sale, transfer or 
lease of all or substantially all of the assets of the Company to which Section 
12.11 applies, in which the Common Stock of the Company is changed or exchanged 
as a result into the right to receive shares of stock and other securities or 
property or assets (including cash) which includes shares of Common Stock of the 
Company or common stock of another Person that are, or upon issuance will be, 
traded on a United States national securities exchange or approved for trading 
on an established automated over-the-counter trading market in the United States 
and such shares constitute at the time such change or exchange becomes effective 
in excess of 50% of the aggregate fair market value of such shares of stock and 
other securities, property and assets (including cash) (as determined by the 
Company, which determination shall be conclusive and binding), then the Person 
formed by such consolidation or resulting from such merger or combination or 
which acquires the properties or assets (including cash) of the Company, as the 
case may be, shall execute and deliver to the Trustee a supplemental 
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indenture (which shall comply with the Trust Indenture Act as in force at the 
date of execution of such supplemental indenture) modifying the provisions of 
this Indenture relating to the right of Holders to cause the Company to 
repurchase the Securities following a Change in Control, including without 
limitation the applicable provisions of this Article XIV and the definitions of 
the Common Stock and Change in Control, as appropriate, and such other related 
definitions set forth herein as determined in good faith by the Company (which 
determination shall be conclusive and binding), to make such provisions apply in 
the event of a subsequent Change in Control to the common stock and the issuer 
thereof if different from the Company and Common Stock of the Company (in lieu 
of the Company and the Common Stock of the Company). 
 
                                   ARTICLE XV 
         HOLDERS LISTS AND REPORTS BY TRUSTEE AND COMPANY; NON-RECOURSE 
 
SECTION 15.1 Company to Furnish Trustee Names and Addresses of Holders. 
             --------------------------------------------------------- 
 
     The Company will furnish or cause to be furnished to the Trustee: 
 
     (1) semi-annually, not more than 15 days after the Regular Record Date, a 
list, in such form as the Trustee may reasonably require, of the names and 
addresses of the Holders of Securities as of such Regular Record Date, and 
 
     (2) at such other times as the Trustee may reasonably request in writing, 
within 30 days after the receipt by the Company of any such request, a list of 
similar form and content as of a date not more than 15 days prior to the time 
such list is furnished; 
 
     provided, however, that no such list need be furnished so long as the 
Trustee is acting as Security Registrar. 
 
SECTION 15.2 Preservation of Information. 
             --------------------------- 
 
     (1) The Trustee shall preserve, in as current a form as is reasonably 
practicable, the names and addresses of Holders contained in the most recent 
list furnished to the Trustee as provided in Section 15.1 and the names and 
addresses of Holders received by the Trustee in its capacity as Security 
Registrar. The Trustee may destroy any list, if any, furnished to it as provided 
in Section 15.1 upon receipt of a new list so furnished. 
 
     (2) After this Indenture has been qualified under the Trust Indenture Act, 
the rights of Holders to communicate with other Holders with respect to their 
rights under this Indenture or under the Securities, and the corresponding 
rights, and duties of the Trustee, shall be as provided by the Trust Indenture 
Act. 
 
     (3) Every Holder of Securities, by receiving and holding the same, agrees 
with the Company and the Trustee that neither the Company nor the Trustee nor 
any agent of either of them shall be held accountable by reason of any 
disclosure of information as to names and addresses of Holders made pursuant to 
the Trust Indenture Act. 
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SECTION 15.3 Reports by Trustee. 
             ------------------ 
 
     After this Indenture has been qualified under the Trust Indenture Act, the 
Trustee shall transmit to Holders such reports concerning the Trustee and its 
actions under this Indenture as may be required pursuant to the Trust Indenture 
Act at the times and in the manner provided pursuant thereto. 
 
     (1) After this Indenture has been qualified under the Trust Indenture Act, 
a copy of each such report shall, at the time of such transmission to Holders, 
be filed by the Trustee with each stock exchange upon which the Securities are 
listed, with the Commission and with the Company. The Company will notify the 
Trustee when the Securities are listed on any stock exchange. 
 
SECTION 15.4 Reports by Company. 
             ------------------ 
 
     After this Indenture has been qualified under the Trust Indenture Act, the 
Company shall file with the Trustee and the Commission, and transmit to Holders, 
such information, documents and other reports, and such summaries thereof, as 
may be required pursuant to the Trust Indenture Act at the times and in the 
manner provided pursuant to such Act; provided that any such information, 
documents or reports required to be filed with the Commission pursuant to 
Section 13 or 15(d) of the Securities Exchange Act of 1934 shall be filed with 
the Trustee within 15 days after the same is so required to be filed with the 
Commission. 
 
                                   ARTICLE XVI 
        IMMUNITY OF INCORPORATORS, STOCKHOLDERS, OFFICERS AND DIRECTORS 
 
SECTION 16.1 Indenture and Securities Solely Corporate Obligations. 
             ----------------------------------------------------- 
 
     No recourse for the payment of the principal of or premium, if any, or 
interest on any Security and no recourse under or upon any obligation, covenant 
or agreement of the Company in this Indenture or in any supplemental indenture 
or in any Security, or because of the creation of any indebtedness represented 
thereby, shall be had against any incorporator, stockholder, employee, agent, 
officer, or director or subsidiary, as such, past, present or future, of the 
Company or of any successor corporation, whether by virtue of any constitution, 
statute or rule of law, or by the enforcement of any assessment or penalty or 
otherwise; it being expressly understood that all such liability is hereby 
waived and released as a condition of, and as a consideration for, the execution 
of this Indenture and the issue of the Securities. 
 
     This instrument may be executed in any number of counterparts, each of 
which so executed shall be deemed to be an original, but all such counterparts 
shall together constitute but one and the same instrument. 
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     IN WITNESS WHEREOF, the parties hereto have caused this Indenture to be 
duly executed all as of the day and year first above written. 
 
                                                     EXTREME NETWORKS, INC. 
 
 
                                                    By: /s/ Gordon L. Stitt 
                                                        ------------------------ 
                                                    Name:  Gordon L. Stitt 
                                                    Title: President & CEO 
 
 
                                                    STATE STREET BANK AND TRUST 
                                                    COMPANY OF CALIFORNIA, N.A., 
                                                    as Trustee 
 
 
                                                    By: /s/ Paula Oswald 
                                                        ------------------------ 
                                                    Name:  Paula Oswald 
                                                    Title: Vice President 
 
                         (Signature Page to Indenture) 
 



 
 
             ANNEX A -- Form of Unrestricted Securities Certificate 
 
                       UNRESTRICTED SECURITIES CERTIFICATE 
 
    (For removal of Restricted Securities Legend pursuant to Section 3.5(3)) 
 
STATE STREET BANK AND TRUST COMPANY OF CALIFORNIA, N.A. 
Corporate Trust Department 
633 West 5/th/ Street, 12/th/ Floor 
Los Angeles, CA 90071 
 
     RE: 3.5% CONVERTIBLE SUBORDINATED NOTES DUE DECEMBER 1, 2006 OF EXTREME 
NETWORKS, INC. (THE "SECURITIES") 
 
          Reference is made to the Indenture, dated as of December 5, 2001 (the 
"Indenture"), from EXTREME NETWORKS, INC. (the "Company") to STATE STREET BANK 
AND TRUST COMPANY OF CALIFORNIA, N.A., as Trustee. Terms used herein and defined 
in the Indenture or in Rule 144 under the U.S. Securities Act of 1933 (the 
"Securities Act") are used herein as so defined. 
 
          This certificate relates to U.S.$_______________ principal amount of 
Securities, which are evidenced by the following certificate(s) (the "Specified 
Securities"): 
 
          CUSIP No.30226DAA4 
 
          CERTIFICATE No(s). _________________ 
 
          The person in whose name this certificate is executed below (the 
"Undersigned") hereby certifies that either (i) it is the sole beneficial owner 
of the Specified Securities or (ii) it is acting on behalf of all the beneficial 
owners of the Specified Securities and is duly authorized by them to do so. Such 
beneficial owner or owners are referred to herein collectively as the "Owner." 
If the Specified Securities are represented by a Global Security, they are held 
through the Depositary or an Agent Member in the name of the Undersigned, as or 
on behalf of the Owner. If the Specified Securities are not represented by a 
Global Security, they are registered in the name of the Undersigned, as or on 
behalf of the Owner. 
 
          The Owner has requested that the Specified Securities be exchanged for 
Securities bearing no Restricted Securities Legend pursuant to Section 3.5(3) of 
the Indenture. In connection with such exchange, the Owner hereby certifies that 
the exchange is occurring after a period of at least two years has elapsed since 
the date the Specified Securities were acquired from the Company or from an 
"affiliate" (as such term is defined in Rule 144) of the Company, whichever is 
later, and the Owner is not, and during the preceding three months has not been, 
an affiliate of the Company. The Owner also acknowledges that any future 
transfers of the Specified Securities must comply with all applicable securities 
laws of the states of the United States and other jurisdictions. 
 



 
 
          This certificate and the statements contained herein are made for your 
benefit and the benefit of the Company and the Initial Purchaser. 
 
Dated: ______________ 
 
(Print the name of the Undersigned, as such term is defined in the second 
paragraph of this certificate.) 
 
 
By:    ____________________________________ 
Name:  ____________________________________ 
Title: ____________________________________ 
 
(If the Undersigned is a corporation, partnership or fiduciary, the title of the 
person signing on behalf of the Undersigned must be stated.) 
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                    ANNEX B -- Form of Surrender Certificate 
 
                    In connection with the certification contemplated by Section 
12.2 or 14.3(9) relating to compliance with certain restrictions relating to 
transfers of Restricted Securities, such certification shall be provided 
substantially in the form of the following certificate, with only such changes 
thereto as shall be approved by the Company and Goldman, Sachs & Co.: 
 
                                   CERTIFICATE 
 
                             EXTREME NETWORKS, INC. 
 
            3.5% CONVERTIBLE SUBORDINATED NOTES DUE DECEMBER 1, 2006 
 
                    This is to certify that as of the date hereof with respect 
to U.S.$______ principal amount of the above-captioned securities surrendered on 
the date hereof (the "Surrendered Securities") for registration of transfer, or 
for conversion or repurchase where the securities issuable upon such conversion 
or repurchase are to be registered in a name other than that of the undersigned 
Holder (each such transaction being a "transfer"), the undersigned Holder (as 
defined in the Indenture) certifies that the transfer of Surrendered Securities 
associated with such transfer complies with the restrictive legend set forth on 
the face of the Surrendered Securities for the reason checked below: 
 
_________         The transfer of the Surrendered Securities complies with Rule 
                  144A under the Securities Act; or 
 
_________         The transfer of the Surrendered Securities complies with Rule 
                  144 under the United States Securities Act of 1933, as amended 
                  (the "Securities Act"); or 
 
_________         The transfer of the Surrendered Securities has been made to an 
                  institution that is an "accredited investor" within the 
                  meaning of Rule 501(a)(1), (2), (3) or (7) under the 
                  Securities Act in a transaction exempt from the registration 
                  requirements of the Securities Act and a signed letter 
                  containing certain representations and agreements relating to 
                  restrictions on transfer of the Securities (and if such 
                  transfer is for an aggregate principal amount less than 
                  $250,000 an opinion of counsel acceptable to the Company if 
                  requested by the Company, that such transfer is exempt from 
                  registration; or 
 
_________         The transfer of the Surrendered Securities has been made 
                  pursuant to an exemption from registration under the 
                  Securities Act and an opinion of counsel has been delivered to 
                  the Company with respect to such transfer. 
 
[Name of Holder] 
 
Dated: _____________________________ 
*To be dated the date of surrender 
 



 
                                                                     EXHIBIT 4.4 
 
                             Extreme Networks, Inc. 
 
                  3.50% Convertible Subordinated Notes due 2006 
 
                          Registration Rights Agreement 
                          ----------------------------- 
 
                                                                December 5, 2001 
 
Goldman, Sachs & Co., 
     As representatives of the several Purchasers 
     named in Schedule I to the Purchase Agreement 
85 Broad Street 
New York, New York 10004 
 
Ladies and Gentlemen: 
 
     Extreme Networks, Inc., a Delaware corporation (the "Company"), proposes to 
issue and sell to the Purchasers (as defined herein) upon the terms set forth in 
the Purchase Agreement (as defined herein) its 3.50 % Convertible Subordinated 
Notes due 2006 (the "Securities"). As an inducement to the Purchasers to enter 
into the Purchase Agreement and in satisfaction of a condition to the 
obligations of the Purchasers thereunder, the Company agrees with the Purchasers 
for the benefit of Holders (as defined herein) from time to time of the 
Registrable Securities (as defined herein) as follows: 
 
     1. Definitions. 
 
          (a) Capitalized terms used herein without definition shall have the 
meanings ascribed to them in the Purchase Agreement. As used in this Agreement, 
the following defined terms shall have the following meanings: 
 
     "Act" or "Securities Act" means the United States Securities Act of 1933, 
as amended. 
 
     "Affiliate" of any specified person means any other person which, directly 
or indirectly, is in control of, is controlled by, or is under common control 
with such specified person. For purposes of this definition, control of a person 
means the power, direct or indirect, to direct or cause the direction of the 
management and policies of such person whether by contract or otherwise; and the 
terms "controlling" and "controlled" have meanings correlative to the foregoing. 
 
     "Closing Date" means the First Time of Delivery as defined in the Purchase 
Agreement. 
 
 
 
 



 
 
     "Commission" means the United States Securities and Exchange Commission, or 
any other federal agency at the time administering the Exchange Act or the 
Securities Act, whichever is the relevant statute for the particular purpose. 
 
     "Common Stock" means the Company's common stock, par value $0.001 per 
share, together with the preferred share purchase rights to which certain 
holders of the Company's Common Stock are entitled pursuant to a Rights 
Agreement dated as of April 27, 2001 between the Company and Mellon Investor 
Services LLC. 
 
     "DTC" means The Depository Trust Company. 
 
     "Effective Date" means the date the Shelf Registration Statement is 
declared effective. 
 
     "Effective Failure" has the meaning assigned thereto in Section 6(b) 
hereof. 
 
     "Effectiveness Period" has the meaning assigned thereto in Section 2(b)(i) 
hereof. 
 
     "Effective Time" means the time at which the Commission declares the Shelf 
Registration Statement effective or at which the Shelf Registration Statement 
otherwise becomes effective. 
 
     "Electing Holder" has the meaning assigned thereto in Section 3(a)(iii) 
hereof. 
 
     "Exchange Act" means the United States Securities Exchange Act of 1934, as 
amended. 
 
     "Holder" means any person that is the record owner of Registrable 
Securities (and includes any person that has a beneficial interest in any 
Registrable Security in book-entry form). 
 
     "Indenture" means the Indenture, dated as of December 5, 2001, between the 
Company and State Street Bank and Trust Company of California, N.A., as amended 
and supplemented from time to time in accordance with its terms. 
 
     "Liquidated Damages" has the meaning assigned thereto in Section 6(a) 
hereof. 
 
     "NASD Rules" means the Rules of the National Association of Securities 
Dealers, Inc., as amended from time to time. 
 
     "Notice and Questionnaire" means a Notice of Registration Statement and 
Selling Securityholder Questionnaire substantially in the form of Appendix A 
hereto. 
 
     The term "person" means an individual, partnership, corporation, trust or 
unincorporated organization, or a government or agency or political subdivision 
thereof. 
 
     "Prospectus" means the prospectus (including, without limitation, any 
preliminary prospectus, any final prospectus and any prospectus that discloses 
information previously omitted from a prospectus filed as part of an effective 
registration statement in reliance upon Rule 430A 
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under the Act) included in the Shelf Registration Statement, as amended or 
supplemented by any prospectus supplement with respect to the terms of the 
offering of any portion of the Registrable Securities covered by the Shelf 
Registration Statement and by all other amendments and supplements to such 
prospectus, including all material incorporated by reference in such prospectus 
and all documents filed after the date of such prospectus by the Company under 
the Exchange Act and incorporated by reference therein. 
 
     "Purchase Agreement" means the purchase agreement, dated as of November 29, 
2001, between the Purchasers and the Company relating to the Securities. 
 
     "Purchasers" means the Purchasers named in Schedule I to the Purchase 
Agreement. 
 
     "Registrable Securities" means all or any portion of the Securities issued 
from time to time under the Indenture in registered form and the shares of 
Common Stock issuable upon conversion, repurchase or redemption of such 
Securities; provided, however, that a security ceases to be a Registrable 
Security when it is no longer a Restricted Security. 
 
     "Registration Default" has the meaning assigned thereto in Section 6(a) 
hereof. 
 
     "Restricted Security" means any Security or share of Common Stock issuable 
upon conversion thereof except any such Security or share of Common Stock that 
(i) has been effectively registered under the Securities Act and sold in a 
manner contemplated by the Shelf Registration Statement, (ii) has been 
transferred in compliance with Rule 144 under the Securities Act (or any 
successor provision thereto) or is transferable pursuant to paragraph (k) of 
such Rule 144 (or any successor provision thereto), or (iii) has otherwise been 
transferred and a new Security or share of Common Stock not subject to transfer 
restrictions under the Securities Act has been delivered by or on behalf of the 
Company in accordance with Section 3.5 of the Indenture. 
 
     "Rules and Regulations" means the published rules and regulations of the 
Commission promulgated under the Securities Act or the Exchange Act, as in 
effect at any relevant time. 
 
     "Shelf Registration" means a registration effected pursuant to Section 2 
hereof. 
 
     "Shelf Registration Statement" means a "shelf" registration statement filed 
under the Securities Act providing for the registration of, and the sale on a 
continuous or delayed basis by the Holders of, all of the Registrable Securities 
pursuant to Rule 415 under the Securities Act and/or any similar rule that may 
be adopted by the Commission, filed by the Company pursuant to the provisions of 
Section 2 of this Agreement, including the Prospectus contained therein, any 
amendments and supplements to such registration statement, including 
post-effective amendments, and all exhibits and all material incorporated by 
reference in such registration statement. 
 
     "Trust Indenture Act" means the Trust Indenture Act of 1939, or any 
successor thereto, and the rules, regulations and forms promulgated thereunder, 
as the same shall be amended from time to time. 
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     The term "underwriter" means any underwriter of Registrable Securities in 
connection with an offering thereof under a Shelf Registration Statement. 
 
          (b) Wherever there is a reference in this Agreement to a percentage of 
the "principal amount" of Registrable Securities or to a percentage of 
Registrable Securities, Common Stock shall be treated as representing the 
principal amount of Securities that were surrendered for conversion or exchange 
in order to receive such number of shares of Common Stock. 
 
     2. Shelf Registration. 
 
          (a) The Company shall, no later than 90 calendar days following the 
Closing Date, file with the Commission a Shelf Registration Statement relating 
to the offer and sale of the Registrable Securities by the Holders from time to 
time in accordance with the methods of distribution elected by such Holders and 
set forth in such Shelf Registration Statement and, thereafter, shall use its 
reasonable efforts to cause such Shelf Registration Statement to be declared 
effective under the Act no later than 180 calendar days following the Closing 
Date; provided, however, that the Company may, upon written notice to all 
Holders, postpone having the Shelf Registration Statement declared effective for 
a reasonable period not to exceed 90 days if the Company possesses material 
non-public information, the disclosure of which would have a material adverse 
effect on the Company and its subsidiaries taken as a whole; provided, further, 
however, that no Holder shall be entitled to be named as a selling 
securityholder in the Shelf Registration Statement or to use the Prospectus 
forming a part thereof for resales of Registrable Securities unless such Holder 
is an Electing Holder. 
 
          (b) The Company shall use its reasonable efforts: 
 
               (i)  to keep the Shelf Registration Statement continuously 
effective in order to permit the Prospectus forming a part thereof to be usable 
by Holders until the earliest of (1) the sale of all Registrable Securities 
registered under the Shelf Registration Statement; (2) the expiration of the 
period referred to in Rule 144(k) of the Act with respect to all Registrable 
Securities held by Persons that are not Affiliates of the Company; and (3) two 
years from the Closing Date (such period being referred to herein as the 
"Effectiveness Period"); 
 
               (ii) after the Effective Time of the Shelf Registration 
Statement, promptly upon the written request of any Holder of Registrable 
Securities that is not then an Electing Holder, to take any action reasonably 
necessary to enable such Holder to use the Prospectus forming a part thereof for 
resales of Registrable Securities, including, without limitation, any action 
reasonably necessary to identify such Holder as a selling securityholder in the 
Shelf Registration Statement; provided, however, that nothing in this 
subparagraph shall relieve such Holder of the obligation to return a completed 
and signed Notice and Questionnaire to the Company in accordance with Section 
3(a)(ii) hereof; and 
 
     (iii) if at any time the Securities, pursuant to Article XII of the 
Indenture, are convertible into securities other than Common Stock, to cause, or 
to cause any successor under the Indenture to 
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cause, such securities to be included in the Shelf Registration Statement no 
later than the date on which the Securities may then be convertible into such 
securities. 
 
     The Company shall be deemed not to have used its reasonable efforts to keep 
the Shelf Registration Statement effective during the requisite period if the 
Company voluntarily takes any action that would result in Holders of Registrable 
Securities covered thereby not being able to offer and sell any of such 
Registrable Securities during that period, unless such action is (A) required by 
applicable law and the Company thereafter promptly complies with the 
requirements of paragraph 3(j) below or (B) permitted pursuant to Section 2(c) 
below. 
 
          (c) The Company may suspend the use of the Prospectus for a period not 
to exceed 30 days in any 90-day period or an aggregate of 90 days in any 
12-month period if the Board of Directors of the Company or the Chief Executive 
Officer or the Chief Financial Officer of the Company shall have determined in 
good faith that because of valid business reasons (not including avoidance of 
the Company's obligations hereunder), including the acquisition or divestiture 
of assets, pending corporate developments and similar events, it is in the best 
interests of the Company to suspend such use, and prior to suspending such use 
the Company provides the Holders with written notice of such suspension, which 
notice need not specify the nature of the event giving rise to such suspension. 
 
     3. Registration Procedures. In connection with the Shelf Registration 
Statement, the following provisions shall apply: 
 
          (a) Not less than 30 calendar days prior to the Effective Time of the 
Shelf Registration Statement, the Company shall mail the Notice and 
Questionnaire to the Holders of Registrable Securities. No Holder shall be 
entitled to be named as a selling securityholder in the Shelf Registration 
Statement as of the Effective Time, and no Holder shall be entitled to use the 
Prospectus forming a part thereof for offers and resales of Registrable 
Securities at any time, unless such Holder has returned a completed and signed 
Notice and Questionnaire to the Company by the deadline for response set forth 
therein; provided, however, Holders of Registrable Securities shall have at 
least 28 calendar days from the date on which the Notice and Questionnaire is 
first mailed to such Holders to return a completed and signed Notice and 
Questionnaire to the Company. 
 
               (i)  After the Effective Time of the Shelf Registration 
Statement, the Company shall, upon the request of any Holder of Registrable 
Securities that is not then an Electing Holder, as promptly as reasonably 
practicable send a Notice and Questionnaire to such Holder. The Company shall 
not be required to take any action to name such Holder as a selling 
securityholder in the Shelf Registration Statement or to enable such Holder to 
use the Prospectus forming a part thereof for offers or resales of Registrable 
Securities until such Holder has returned a completed and signed Notice and 
Questionnaire to the Company. 
 
               (ii) The term "Electing Holder" shall mean any Holder of 
Registrable Securities that has returned a completed and signed Notice and 
Questionnaire to the Company in accordance with Section 3(a)(i) or 3(a)(ii) 
hereof. 
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          (b) The Company shall use all reasonable efforts to take into account 
and, if appropriate, reflect in an amendment to the Shelf Registration Statement 
such comments on the Shelf Registration Statement as initially filed as the 
Electing Holders and as their counsel reasonably may propose. 
 
          (c) The Company shall as promptly as reasonably practicable take such 
action as may be necessary so that (i) each of the Shelf Registration Statement 
and any amendment thereto and the Prospectus forming a part thereof and any 
amendment or supplement thereto (and each report or other document incorporated 
therein by reference in each case) complies in all material respects with the 
Securities Act and the Exchange Act and the respective rules and regulations 
thereunder, (ii) each of the Shelf Registration Statement and any amendment 
thereto does not, when it becomes effective, contain an untrue statement of a 
material fact or omit to state a material fact required to be stated therein or 
necessary to make the statements therein not misleading and (iii) each of the 
Prospectus forming a part of the Shelf Registration Statement, and any amendment 
or supplement to such Prospectus, does not at any time during the Effectiveness 
Period include an untrue statement of a material fact or omit to state a 
material fact necessary in order to make the statements therein, in the light of 
the circumstances under which they were made, not misleading. 
 
          (d) The Company shall as promptly as reasonably practicable advise 
each Electing Holder, and shall confirm such advice in writing if so requested 
by any such Electing Holder: 
 
               (i)   when a Shelf Registration Statement and any amendment 
thereto has been filed with the Commission and when a Shelf Registration 
Statement or any post-effective amendment thereto has become effective, in each 
case making a public announcement thereof by release made to Reuters Economic 
Services and Bloomberg Business News; 
 
               (ii)  of any request by the Commission for amendments or 
supplements to the Shelf Registration Statement or the Prospectus included 
therein or for additional information; 
 
               (iii) of the issuance by the Commission of any stop order 
suspending the effectiveness of the Shelf Registration Statement or the 
initiation of any proceedings for such purpose; 
 
               (iv)  of the receipt by the Company of any notification with 
respect to the suspension of the qualification of the securities included in the 
Shelf Registration Statement for sale in any jurisdiction or the initiation of 
any proceeding for such purpose; and 
 
               (v)   of the happening of any event or the existence of any state 
of facts that requires the making of any changes in the Shelf Registration 
Statement or the Prospectus included therein so that, as of such date, such 
Shelf Registration Statement and Prospectus do not contain an untrue statement 
of a material fact and do not omit to state a material fact required to be 
stated therein or necessary to make the statements therein (in the case of the 
Prospectus, in light of the circumstances under which they were made) not 
misleading (which advice shall be accompanied by an instruction to such Holders 
to suspend the use of the Prospectus until the requisite changes have been 
made). 
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          (e) The Company shall use its reasonable efforts to prevent the 
issuance, and if issued to obtain the withdrawal at the earliest possible time, 
of any order suspending the effectiveness of the Shelf Registration Statement. 
 
          (f) The Company shall furnish to each Electing Holder, without charge, 
at least one copy of the Shelf Registration Statement and all post-effective 
amendments thereto, including financial statements and schedules, and, if such 
Electing Holder so requests in writing, all reports, other documents and 
exhibits that are filed with or incorporated by reference in the Shelf 
Registration Statement. 
 
          (g) The Company shall, during the Effectiveness Period, deliver to 
each Electing Holder, without charge, as many copies of the Prospectus 
(including each preliminary Prospectus) included in the Shelf Registration 
Statement and any amendment or supplement thereto as such Electing Holder may 
reasonably request; and the Company consents (except during the periods 
specified in Section 2(c) above or during the continuance of any event described 
in Section 3(d)(v) above) to the use of the Prospectus and any amendment or 
supplement thereto by each of the Electing Holders in connection with the 
offering and sale of the Registrable Securities covered by the Prospectus and 
any amendment or supplement thereto during the Effectiveness Period. 
 
          (h) Prior to any offering of Registrable Securities pursuant to the 
Shelf Registration Statement, the Company shall (i) register or qualify or 
cooperate with the Electing Holders and their respective counsel in connection 
with the registration or qualification of such Registrable Securities for offer 
and sale under the securities or "blue sky" laws of such jurisdictions within 
the United States as any Electing Holder may reasonably request, (ii) keep such 
registrations or qualifications in effect and comply with such laws so as to 
permit the continuance of offers and sales in such jurisdictions for so long as 
may be necessary to enable any Electing Holder or underwriter, if any, to 
complete its distribution of Registrable Securities pursuant to the Shelf 
Registration Statement, and (iii) take any and all other actions necessary or 
advisable to enable the disposition in such jurisdictions of such Registrable 
Securities; provided, however, that in no event shall the Company be obligated 
to (A) qualify as a foreign corporation or as a dealer in securities in any 
jurisdiction where it would not otherwise be required to so qualify but for this 
Section 3(h) or (B) file any general consent to service of process in any 
jurisdiction where it is not as of the date hereof so subject. 
 
          (i) Unless any Registrable Securities shall be in book-entry only 
form, the Company shall cooperate with the Electing Holders to facilitate the 
timely preparation and delivery of certificates representing Registrable 
Securities to be sold pursuant to the Shelf Registration Statement, which 
certificates, if so required by any securities exchange upon which any 
Registrable Securities are listed, shall be penned, lithographed or engraved, or 
produced by any combination of such methods, on steel engraved borders, and 
which certificates shall be free of any restrictive legends and in such 
permitted denominations and registered in such names as Electing Holders may 
request in connection with the sale of Registrable Securities pursuant to the 
Shelf Registration Statement. 
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          (j) Upon the occurrence of any fact or event contemplated by paragraph 
3(d)(v) above, the Company shall as promptly as reasonably practicable prepare a 
post-effective amendment to any Shelf Registration Statement or an amendment or 
supplement to the related Prospectus or file any other required document so 
that, as thereafter delivered to purchasers of the Registrable Securities 
included therein, the Prospectus will not include an untrue statement of a 
material fact or omit to state any material fact necessary to make the 
statements therein, in the light of the circumstances under which they were 
made, not misleading; provided, however, that the Company shall not be required 
to file such amendment, supplement or document if the Board of Directors of the 
Company (or the Chief Executive Officer or the Chief Financial Officer of the 
Company) has made a determination pursuant to Section 2(c), for so long as the 
suspension pursuant to Section 2(c) is continuing. If the Company notifies the 
Electing Holders of the occurrence of any fact or event contemplated by 
paragraph 3(d)(v) above, the Electing Holder shall suspend the use of the 
Prospectus until the requisite changes to the Prospectus have been made. 
 
          (k) Not later than the Effective Time of the Shelf Registration 
Statement, the Company shall provide a CUSIP number for the Registrable 
Securities that are debt securities. 
 
          (l) The Company shall use its reasonable efforts to comply with all 
applicable Rules and Regulations, and to make generally available to its 
securityholders as soon as reasonably practicable, but in any event not later 
than eighteen months after (i) the effective date (as defined in Rule 158(c) 
under the Securities Act) of the Shelf Registration Statement, (ii) the 
effective date of each post-effective amendment to the Shelf Registration 
Statement, and (iii) the date of each filing by the Company with the Commission 
of an Annual Report on Form 10-K that is incorporated by reference in the Shelf 
Registration Statement, an earning statement of the Company and its subsidiaries 
complying with Section 11(a) of the Securities Act and the rules and regulations 
of the Commission thereunder (including, at the option of the Company, Rule 
158). 
 
          (m) Not later than the Effective Time of the Shelf Registration 
Statement, the Company shall cause the Indenture to be qualified under the Trust 
Indenture Act as soon as reasonably practicable; in connection with such 
qualification, the Company shall cooperate with the Trustee under the Indenture 
and the Holders (as defined in the Indenture) to effect such changes to the 
Indenture as may be required for such Indenture to be so qualified in accordance 
with the terms of the Trust Indenture Act; and the Company shall execute, and 
shall use all reasonable efforts to cause the Trustee to execute, all documents 
that may be required to effect such changes and all other forms and documents 
required to be filed with the Commission to enable such Indenture to be so 
qualified in a timely manner. In the event that any such amendment or 
modification referred to in this Section 3(m) involves the appointment of a new 
trustee under the Indenture, the Company shall appoint a new trustee thereunder 
pursuant to the applicable provisions of the Indenture. 
 
          (n) The Company will use its reasonable efforts to cause the Common 
Stock issuable upon conversion of the Securities to be listed for quotation on 
the Nasdaq National Market System or other stock exchange or trading system on 
which the Common Stock primarily trades on or prior to the Effective Time of the 
Shelf Registration Statement hereunder, and in any event will list the 
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Common Stock issuable upon conversion of the Securities on the Nasdaq National 
Market within 5 business days of the date of original issuance of the 
Securities. 
 
          (o) The Company shall use its reasonable efforts to take all other 
steps necessary to effect the registration, offering and sale of the Registrable 
Securities covered by the Shelf Registration Statement contemplated hereby. 
 
     4. Registration Expenses. Except as otherwise provided in Section 3, the 
Company shall bear all fees and expenses incurred in connection with the 
performance of its obligations under Sections 2 and 3 hereof and shall bear or 
reimburse the Electing Holders for the reasonable fees and disbursements of a 
single counsel selected by a plurality of all Electing Holders who own an 
aggregate of not less than 25% of the Registrable Securities covered by the 
Shelf Registration Statement to act as counsel therefore in connection 
therewith. Each Electing Holder shall pay all underwriting discounts and 
commissions and transfer taxes, if any, relating to the sale or disposition of 
such Electing Holder's Registrable Securities pursuant to the Shelf Registration 
Statement. 
 
     5. Indemnification and Contribution. 
 
          (a) Indemnification by the Company. Upon the registration of the 
Registrable Securities pursuant to Section 2 hereof, the Company shall indemnify 
and hold harmless each Electing Holder and each underwriter, selling agent or 
other securities professional, if any, which facilitates the disposition of 
Registrable Securities, and each of their respective officers and directors and 
each person who controls such Electing Holder, underwriter, selling agent or 
other securities professional within the meaning of Section 15 of the Securities 
Act or Section 20 of the Exchange Act (each such person being sometimes referred 
to as an "Indemnified Person") against any losses, claims, damages or 
liabilities, joint or several, to which such Indemnified Person may become 
subject under the Securities Act or otherwise, insofar as such losses, claims, 
damages or liabilities (or actions in respect thereof) arise out of or are based 
upon an untrue statement or alleged untrue statement of a material fact 
contained in any Shelf Registration Statement under which such Registrable 
Securities are to be registered under the Securities Act, or any Prospectus 
contained therein or furnished by the Company to any Indemnified Person, or any 
amendment or supplement thereto, or arise out of or are based upon the omission 
or alleged omission to state therein a material fact required to be stated 
therein or necessary to make the statements therein not misleading, and the 
Company hereby agrees to reimburse such Indemnified Person for any legal or 
other expenses reasonably incurred by them in connection with investigating or 
defending any such action or claim as such expenses are incurred; provided, 
however, that the Company shall not be liable to any such Indemnified Person in 
any such case to the extent that any such loss, claim, damage or liability 
arises out of or is based upon an untrue statement or alleged untrue statement 
or omission or alleged omission made in such Shelf Registration Statement or 
Prospectus, or amendment or supplement, in reliance upon and in conformity with 
written information furnished to the Company by such Indemnified Person 
expressly for use therein. 
 
          (b) Indemnification by the Electing Holders and any Agents and 
Underwriters. Each Electing Holder agrees, as a consequence of the inclusion of 
any of such Electing Holder's Registrable Securities in such Shelf Registration 
Statement, and each underwriter, selling agent or 
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other securities professional, if any, which facilitates the disposition of 
Registrable Securities shall agree, as a consequence of facilitating such 
disposition of Registrable Securities, severally and not jointly, to (i) 
indemnify and hold harmless the Company, its directors, officers who sign any 
Shelf Registration Statement and each person, if any, who controls the Company 
within the meaning of either Section 15 of the Securities Act or Section 20 of 
the Exchange Act, against any losses, claims, damages or liabilities to which 
the Company or such other persons may become subject, under the Securities Act 
or otherwise, insofar as such losses, claims, damages or liabilities (or actions 
in respect thereof) arise out of or are based upon an untrue statement or 
alleged untrue statement of a material fact contained in such Shelf Registration 
Statement or Prospectus, or any amendment or supplement, or arise out of or are 
based upon the omission or alleged omission to state therein a material fact 
required to be stated therein or necessary to make the statements therein not 
misleading, in each case to the extent, but only to the extent, that such untrue 
statement or alleged untrue statement or omission or alleged omission was made 
in reliance upon and in conformity with written information furnished to the 
Company by such Electing Holder, underwriter, selling agent or other securities 
professional expressly for use therein, and (ii) reimburse the Company for any 
legal or other expenses reasonably incurred by the Company in connection with 
investigating or defending any such action or claim as such expenses are 
incurred. 
 
          (c) Notices of Claims, Etc. Promptly after receipt by an indemnified 
party under subsection (a) or (b) above of notice of the commencement of any 
action, such indemnified party shall, if a claim in respect thereof is to be 
made against an indemnifying party under this Section 5, notify such 
indemnifying party in writing of the commencement thereof; but the omission so 
to notify the indemnifying party shall not relieve it from any liability which 
it may have to any indemnified party otherwise than under the indemnification 
provisions of or contemplated by subsection (a) or (b) above. In case any such 
action shall be brought against any indemnified party and it shall notify an 
indemnifying party of the commencement thereof, such indemnifying party shall be 
entitled to participate therein and, to the extent that it shall wish, jointly 
with any other indemnifying party similarly notified, to assume the defense 
thereof, with counsel satisfactory to such indemnified party (who shall not, 
except with the consent of the indemnified party, be counsel to the indemnifying 
party), and, after notice from the indemnifying party to such indemnified party 
of its election so to assume the defense thereof, such indemnifying party shall 
not be liable to such indemnified party under this Section 5 for any legal 
expenses of other counsel or any other expenses, in each case subsequently 
incurred by such indemnified party, in connection with the defense thereof other 
than reasonable costs of investigation. No indemnifying party shall, without the 
written consent of the indemnified party, effect the settlement or compromise 
of, or consent to the entry of any judgment with respect to, any pending or 
threatened action or claim in respect of which indemnification or contribution 
may be sought hereunder (whether or not the indemnified party is an actual or 
potential party to such action or claim) unless such settlement, compromise or 
judgment (i) includes an unconditional release of the indemnified party from all 
liability arising out of such action or claim and (ii) does not include a 
statement as to, or an admission of, fault, culpability or a failure to act, by 
or on behalf of any indemnified party. 
 
          (d) Contribution. If the indemnification provided for in this Section 
5 is unavailable to or insufficient to hold harmless an indemnified party under 
subsection (a) or (b) above in respect 
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of any losses, claims, damages or liabilities (or actions in respect thereof) 
referred to therein, then each indemnifying party shall contribute to the amount 
paid or payable by such indemnified party as a result of such losses, claims, 
damages or liabilities (or actions in respect thereof) in such proportion as is 
appropriate to reflect the relative fault of the indemnifying party and the 
indemnified party in connection with the statements or omissions which resulted 
in such losses, claims, damages or liabilities (or actions in respect thereof), 
as well as any other relevant equitable considerations. The relative fault of 
such indemnifying party and indemnified party shall be determined by reference 
to, among other things, whether the untrue or alleged untrue statement of a 
material fact or omission or alleged omission to state a material fact relates 
to information supplied by such indemnifying party or by such indemnified party, 
and the parties' relative intent, knowledge, access to information and 
opportunity to correct or prevent such statement or omission. The parties hereto 
agree that it would not be just and equitable if contribution pursuant to this 
Section 5(d) were determined by pro rata allocation (even if the Electing 
Holders or any underwriters, selling agents or other securities professionals or 
all of them were treated as one entity for such purpose) or by any other method 
of allocation which does not take account of the equitable considerations 
referred to in this Section 5(d). The amount paid or payable by an indemnified 
party as a result of the losses, claims, damages or liabilities (or actions in 
respect thereof) referred to above shall be deemed to include any legal or other 
fees or expenses reasonably incurred by such indemnified party in connection 
with investigating or defending any such action or claim. No person guilty of 
fraudulent misrepresentation (within the meaning of Section 11(f) of the 
Securities Act) shall be entitled to contribution from any person who was not 
guilty of such fraudulent misrepresentation. The obligations of the Electing 
Holders and any underwriters, selling agents or other securities professionals 
in this Section 5(d) to contribute shall be several in proportion to the 
percentage of principal amount of Registrable Securities registered or 
underwritten, as the case may be, by them and not joint. 
 
          (e) Notwithstanding any other provision of this Section 5, in no event 
will any Electing Holder be required to undertake liability to any person under 
this Section 5 for any amounts in excess of the dollar amount of the proceeds to 
be received by such Holder from the sale of such Holder's Registrable Securities 
(after deducting any fees, discounts and commissions applicable thereto) 
pursuant to any Shelf Registration Statement under which such Registrable 
Securities are to be registered under the Securities Act. 
 
          (f) The obligations of the Company under this Section 5 shall be in 
addition to any liability which the Company may otherwise have to any 
Indemnified Person and the obligations of any Indemnified Person under this 
Section 5 shall be in addition to any liability which such Indemnified Person 
may otherwise have to the Company. The remedies provided in this Section 5 are 
not exclusive and shall not limit any rights or remedies which may otherwise be 
available to an indemnified party at law or in equity. 
 
     6. Liquidated Damages. 
 
          (a) Pursuant to Section 2(a) hereof, the Company may, upon written 
notice to all the Holders, postpone having the Shelf Registration Statement 
declared effective for a reasonable period 
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not to exceed 90 days if the Company possesses material non-public information, 
the disclosure of which would, in the reasonable judgment of the Company, have a 
material adverse effect on the Company and its subsidiaries taken as a whole. 
Notwithstanding any such postponement, if (i) on or prior to the 90th day 
following the Closing Date, a Shelf Registration Statement has not been filed 
with the Commission or (ii) on or prior to the 180th day following the Closing 
Date, such Shelf Registration Statement is not declared effective by the 
Commission (each, a "Registration Default"), the Company shall be required to 
pay liquidated damages ("Liquidated Damages"), from and including the day 
following such Registration Default until such Shelf Registration Statement is 
either so filed or so filed and subsequently declared effective, as applicable, 
at a rate per annum equal to an additional one-quarter of one percent (0.25%) of 
the principal amount of Registrable Securities, to and including the 90th day 
following such Registration Default and one-half of one percent (0.5%) thereof 
from and after the 91st day following such Registration Default. 
 
          (b) In the event that the Shelf Registration Statement ceases to be 
effective (or the Holders of Registrable Securities are otherwise prevented or 
restricted by the Company from effecting sales pursuant thereto) (an "Effective 
Failure") for more than 30 days, whether or not consecutive, in any 90-day 
period, or for more than 90 days, whether or not consecutive, during any 
12-month period, then the Company shall pay Liquidated Damages at a rate per 
annum equal to an additional one-half of one percent (0.5%) of the principal 
amount of Registrable Securities from the 31st day of the applicable 90-day 
period or the 91st day of the applicable 12-month period, as the case may be, 
that such Shelf Registration Statement ceases to be effective (or the Holders of 
Registrable Securities are otherwise prevented or restricted by the Company from 
effecting sales pursuant thereto) until the earlier of (i) the time the Shelf 
Registration Statement again becomes effective or the Electing Holders of 
Registrable Securities are again able to make sales under the Shelf Registration 
Statement or (ii) the time the Effectiveness Period expires. For the purpose of 
determining an Effective Failure, days on which the Company has been obligated 
to pay Liquidated Damages in accordance with the foregoing in respect of a prior 
Effective Failure within the applicable 90-day or 12-month period, as the case 
may be, shall not be included. 
 
          (c) In the event the Company fails to file a post-effective amendment 
to the Shelf Registration Statement, or the post-effective amendment is not 
declared effective, within the periods required by Sections 2(b)(ii) and 3(j), 
the Company shall pay Liquidated Damages at a rate per annum equal to an 
additional one-half of one percent (0.5%) of the principal amount of the 
Registrable Securities from and including the date of such Registration Default 
until such time as such Registration Default is cured. 
 
          (d) Any amounts to be paid as Liquidated Damages pursuant to 
paragraphs (a), (b) or (c) of this Section 6 shall be paid semi-annually in 
arrears, with the first semi-annual payment due on the first Interest Payment 
Date (as defined in the Indenture), as applicable, following the date of such 
Registration Default. Such Liquidated Damages will accrue (1) in respect of the 
Securities at the rates set forth in paragraphs (a), (b) or (c) of this Section 
6, as applicable, on the principal amount of the Securities and (2) in respect 
of the Common Stock issued upon conversion of the Securities, at the rates set 
forth in paragraphs (a), (b) or (c) of this Section 6, as applicable, applied to 
the Conversion Price (as defined in the Indenture) at that time. 
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          (e) Except as provided in Section 7(b) hereof, the Liquidated Damages 
as set forth in this Section 6 shall be the exclusive monetary remedy available 
to the Holders of Registrable Securities for such Registration Default or 
Effective Failure. In no event shall the Company be required to pay Liquidated 
Damages in excess of the applicable maximum amount of one-half of one percent 
(0.5%) set forth above, regardless of whether one or multiple Registration 
Defaults exist. 
 
     7. Miscellaneous. 
 
          (a) Other Registration Rights. The Company may grant registration 
rights that would permit any person that is a third party the right to 
piggy-back on any Shelf Registration Statement. 
 
          (b) Specific Performance. The parties hereto acknowledge that there 
would be no adequate remedy at law if the Company fails to perform any of its 
obligations hereunder and that the Purchasers and the Holders from time to time 
may be irreparably harmed by any such failure, and accordingly agree that the 
Purchasers and such Holders, in addition to any other remedy to which they may 
be entitled at law or in equity and without limiting the remedies available to 
the Electing Holders under Section 6 hereof, shall be entitled to compel 
specific performance of the obligations of the Company under this Registration 
Rights Agreement in accordance with the terms and conditions of this 
Registration Rights Agreement, in any court of the United States or any State 
thereof having jurisdiction. 
 
          (c) Amendments and Waivers. This Agreement, including this Section 
7(c), may be amended, and waivers or consents to departures from the provisions 
hereof may be given, only by a written instrument duly executed by the Company 
and the holders of a majority in aggregate principal amount of Registrable 
Securities then outstanding. Each Holder of Registrable Securities outstanding 
at the time of any such amendment, waiver or consent or thereafter shall be 
bound by any amendment, waiver or consent effected pursuant to this Section 
7(c), whether or not any notice, writing or marking indicating such amendment, 
waiver or consent appears on the Registrable Securities or is delivered to such 
Holder. 
 
          (d) Notices. All notices and other communications provided for or 
permitted hereunder shall be given as provided in the Indenture. 
 
          (e) Parties in Interest. The parties to this Agreement intend that all 
Holders of Registrable Securities shall be entitled to receive the benefits of 
this Agreement and that any Electing Holder shall be bound by the terms and 
provisions of this Agreement by reason of such election with respect to the 
Registrable Securities which are included in a Shelf Registration Statement. All 
the terms and provisions of this Agreement shall be binding upon, shall inure to 
the benefit of and shall be enforceable by the respective successors and assigns 
of the parties hereto and any Holder from time to time of the Registrable 
Securities to the aforesaid extent. In the event that any transferee of any 
Holder of Registrable Securities shall acquire Registrable Securities, in any 
manner, whether by gift, bequest, purchase, operation of law or otherwise, such 
transferee shall, without any further writing or action of any kind, be entitled 
to receive the benefits of and, if an Electing Holder, be conclusively deemed to 
have agreed to be bound by and to perform all of the terms and provisions of 
this Agreement to the aforesaid extent. 
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          (f) Counterparts. This Agreement may be executed in any number of 
counterparts and by the parties hereto in separate counterparts, each of which 
when so executed shall be deemed to be an original and all of which taken 
together shall constitute one and the same agreement. 
 
          (g) Headings. The headings in this Agreement are for convenience of 
reference only and shall not limit or otherwise affect the meaning hereof. 
 
          (h) Governing Law. This Agreement shall be governed by and construed 
in accordance with the laws of the State of New York. 
 
          (i) Severability. In the event that any one or more of the provisions 
contained herein, or the application thereof in any circumstances, is held 
invalid, illegal or unenforceable in any respect for any reason, the validity, 
legality and enforceability of any such provision in every other respect and of 
the remaining provisions hereof shall not be in any way impaired or affected 
thereby, it being intended that all of the rights and privileges of the parties 
hereto shall be enforceable to the fullest extent permitted by law. 
 
          (j) Survival. The respective indemnities, agreements, representations, 
warranties and other provisions set forth in this Agreement or made pursuant 
hereto shall remain in full force and effect, regardless of any investigation 
(or any statement as to the results thereof) made by or on behalf of any 
Electing Holder, any director, officer or partner of such Holder, any agent or 
underwriter, any director, officer or partner of such agent or underwriter, or 
any controlling person of any of the foregoing, and shall survive the transfer 
and registration of the Registrable Securities of such Holder. 
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     Please confirm that the foregoing correctly sets forth the agreement 
between the Company and you. 
 
                                                    Very truly yours, 
 
                                                    EXTREME NETWORKS, INC. 
 
 
                                                    By:  /s/ Gordon L. Stitt 
                                                         ----------------------- 
                                                         Name: Gordon L. Stitt 
                                                         Title: President & CEO 
 
Accepted as of the date hereof: 
GOLDMAN, SACHS & CO. 
MERRILL LYNCH, PIERCE, FENNER & SMITH 
            INCORPORATED 
ROBERTSON STEPHENS, INC. 
 
 
By: /s/ Goldman, Sachs & Co. 
    ------------------------ 
    (Goldman, Sachs & Co.) 
 
               (Signature Page to to Registraion Rights Agreement) 
 



 
 
                                                                      Appendix A 
 
                             Extreme Networks, Inc. 
 
                         INSTRUCTION TO DTC PARTICIPANTS 
                         ------------------------------- 
 
                                  ______, 200_ 
 
                     URGENT - IMMEDIATE ATTENTION REQUESTED 
 
                       DEADLINE FOR RESPONSE: ___________ 
                       --------------------- 
 
     The Depository Trust Company ("DTC") has identified you as a DTC 
Participant through which beneficial interests in the Extreme Networks, Inc. 
(the "Company") 3.50% Convertible Subordinated Notes due 2006 (the "Securities") 
are held. 
 
     The Company is in the process of registering the Securities under the 
Securities Act of 1933 for resale by the beneficial owners thereof. In order to 
have their Securities included in the registration statement, beneficial owners 
must complete and return the enclosed Notice of Registration Statement and 
Selling Securityholder Questionnaire. 
 
     It is important that beneficial owners of the Securities receive a copy of 
     -------------------------------------------------------------------------- 
the enclosed materials as soon as possible as their rights to have the 
- ------------------------------------------ 
Securities included in the registration statement depend upon their returning 
the Notice and Questionnaire by ______________. Please forward a copy of the 
enclosed documents to each beneficial owner that holds interests in the 
Securities through you. If you require more copies of the enclosed materials or 
have any questions pertaining to this matter, please contact Extreme Networks, 
Inc., 3585 Monroe Street, Santa Clara, California 95051, Attn: Legal Department. 
 



 
 
                             Extreme Networks, Inc. 
 
                        Notice of Registration Statement 
                                       and 
                      Selling Securityholder Questionnaire 
                      ------------------------------------ 
 
                                   _____, 200_ 
 
     Extreme Networks, Inc. (the "Company") has filed with the United States 
Securities and Exchange Commission (the "Commission") a registration statement 
on Form S-3 (the "Shelf Registration Statement") for the registration and resale 
under Rule 415 of the United States Securities Act of 1933, as amended (the 
"Securities Act"), of the Company's 3.50% Convertible Subordinated Notes due 
2006 (the "Securities") and the shares of common stock, par value $0.001 per 
share (the "Common Stock"), issuable upon conversion thereof, in accordance with 
the Registration Rights Agreement, dated as of December 5, 2001 (the 
"Registration Rights Agreement"), between the Company and the purchasers named 
therein. A copy of the Registration Rights Agreement is attached hereto. All 
capitalized terms not otherwise defined herein shall have the meanings ascribed 
thereto in the Registration Rights Agreement. 
 
     In order to have Registrable Securities included in the Shelf Registration 
Statement (or a supplement or amendment thereto), this Notice of Registration 
Statement and Selling Securityholder Questionnaire ("Notice and Questionnaire") 
must be completed, executed and delivered to the Company at the address set 
forth herein for receipt ON OR BEFORE [insert date that is 28 days from the 
Notice date]. Beneficial owners of Registrable Securities who do not complete, 
execute and return this Notice and Questionnaire by such date (i) will not be 
named as selling securityholders in the Shelf Registration Statement and (ii) 
may not use the Prospectus forming a part thereof for resales of Registrable 
Securities. 
 
     Certain legal consequences arise from being named as a selling 
securityholder in the Shelf Registration Statement and related Prospectus. 
Accordingly, holders and beneficial owners of Registrable Securities are advised 
to consult their own securities law counsel regarding the consequences of being 
named or not being named as a selling securityholder in the Shelf Registration 
Statement and related Prospectus. 
 
     The term "Registrable Securities" is defined in the Registration Rights 
               ---------------------- 
Agreement to mean all or any portion of the Securities issued from time to time 
under the Indenture in registered form and the shares of Common Stock issuable 
upon conversion of such Securities; provided, however, that a security ceases to 
be a Registrable Security when it is no longer a Restricted Security. 
 
     The term "Restricted Security" is defined in the Registration Rights 
               ------------------- 
Agreement to mean any Security or share of Common Stock issuable upon conversion 
thereof except any such Security or share of Common Stock which (i) has been 
effectively registered under the Securities Act and sold in a manner 
contemplated by the Shelf Registration Statement, (ii) has been transferred in 
compliance with Rule 144 under the Securities Act (or any successor provision 
thereto) or is 
 
 
 
 



 
 
transferable pursuant to paragraph (k) of such Rule 144 (or any successor 
provision thereto), or (iii) has otherwise been transferred and a new Security 
or share of Common Stock not subject to transfer restrictions under the 
Securities Act has been delivered by or on behalf of the Company in accordance 
with the Indenture. 
 
                                    ELECTION 
 
     The undersigned holder (the "Selling Securityholder") of Registrable 
Securities hereby elects to include in the Shelf Registration Statement the 
Registrable Securities beneficially owned by it and listed below in Item (3). 
The undersigned, by signing and returning this Notice and Questionnaire, agrees 
to be bound with respect to such Registrable Securities by the terms and 
conditions of this Notice and Questionnaire and the Registration Rights 
Agreement, including, without limitation, Section 5 of the Registration Rights 
Agreement, as if the undersigned Selling Securityholder were an original party 
thereto. 
 
     Upon any sale of Registrable Securities pursuant to the Shelf Registration 
Statement, the Selling Securityholder will be required to deliver to the Company 
and the Trustee the Notice of Transfer (completed and signed) set forth in 
Exhibit 1 to this Notice and Questionnaire. 
 
     The Selling Securityholder hereby provides the following information to the 
Company and represents and warrants that such information is accurate and 
complete: 
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                                  QUESTIONNAIRE 
 
          (1)   (a) Full Legal Name of Selling Securityholder: 
 
                    ____________________________________________________________ 
 
                (b) Full Legal Name of Registered Holder (if not the same as in 
                    (a) above) of Registrable Securities Listed in Item (3) 
                    Below: 
 
                    ____________________________________________________________ 
 
                (c) Full Legal Name of DTC Participant (if applicable and if not 
                    the same as (b) above) Through Which Registrable Securities 
                    Listed in Item (3) Below are Held: 
 
                    ____________________________________________________________ 
 
          (2)       Address for Notices to Selling Securityholder: 
                                    _________________________ 
                                    _________________________ 
                                    _________________________ 
                    Telephone:      _________________________ 
                    Fax:            _________________________ 
                    Contact Person: _________________________ 
 
          (3)       Beneficial Ownership of Securities: 
 
                    Except as set forth below in this Item (3), the undersigned 
                    Selling Securityholder does not beneficially own any 
                    Securities or shares of Common Stock issued upon conversion, 
                    repurchase or redemption of any Securities. 
 
                (a) Principal amount of Registrable Securities (as defined in 
                    the Registration Rights Agreement) beneficially owned: 
                    ________________________________________ 
 
                    CUSIP No(s). of such Registrable Securities: _______________ 
 
                    Number of shares of Common Stock (if any) issued upon 
                    conversion, repurchase or redemption of Registrable 
                    Securities: ____________________________________ 
 
                (b) Principal amount of Securities other than Registrable 
                    Securities beneficially owned: _________________ 
 
 
                    CUSIP No(s). of such other Securities: _____________________ 
 



 
 
                     Number of shares of Common Stock (if any) issued upon 
                     conversion of such other Securities: __________________ 
 
                (c) Principal amount of Registrable Securities which the 
                    undersigned wishes to be included in the Shelf Registration 
                    Statement: ____________________________________ 
 
                    CUSIP No(s). of such Registrable Securities to be 
                    included in the Shelf Registration Statement: ______________ 
 
                    Number of shares of Common Stock (if any) issued upon 
                    conversion of Registrable Securities which are to be 
                    included in the Shelf Registration Statement: ______________ 
                    ____________________________________________________________ 
 
          (4)       Beneficial Ownership of Other Securities of the Company: 
 
                    Except as set forth below in this Item (4), the undersigned 
                    Selling Securityholder is not the beneficial or registered 
                    owner of any shares of Common Stock or any other securities 
                    of the Company, other than the Securities and shares of 
                    Common Stock listed above in Item (3). 
 
                    State any exceptions here: _________________________________ 
                    ____________________________________________________________ 
                    ____________________________________________________________ 
 
          (5)       Relationships with the Company: 
 
                    Except as set forth below, neither the Selling 
 
                    Securityholder nor any of its affiliates, officers, 
                    directors or principal equity holders (5% or more) has held 
                    any position or office or has had any other material 
                    relationship with the Company (or its predecessors or 
                    affiliates) during the past three years. 
 
                    State any exceptions here: _________________________________ 
                    ____________________________________________________________ 
                    ____________________________________________________________ 
 
          (6)       Plan of Distribution: 
 
                    Except as set forth below, the undersigned Selling 
                    Securityholder intends to distribute the Registrable 
                    Securities listed above in Item (3) only as follows (if at 
                    all): Such Registrable Securities may be sold from time to 
                    time directly by the undersigned Selling Securityholder or, 
                    alternatively, through underwriters, broker-dealers or 
                    agents. Such Registrable Securities may be sold in one or 
                    more transactions at fixed 
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                    prices, at prevailing market prices at the time of sale, at 
                    varying prices determined at the time of sale, or at 
                    negotiated prices. Such sales may be effected in 
                    transactions (which may involve crosses or block 
                    transactions) (i) on any national securities exchange or 
                    quotation service on which the Registrable Securities may be 
                    listed or quoted at the time of sale, (ii) in the 
                    over-the-counter market, (iii) in transactions otherwise 
                    than on such exchanges or services or in the 
                    over-the-counter market, or (iv) through the writing of 
                    options. In connection with sales of the Registrable 
                    Securities or otherwise, the Selling Securityholder may 
                    enter into hedging transactions with broker-dealers, which 
                    may in turn engage in short sales of the Registrable 
                    Securities in the course of hedging the positions they 
                    assume. The Selling Securityholder may also sell Registrable 
                    Securities short and deliver Registrable Securities to close 
                    out such short positions, or loan or pledge Registrable 
                    Securities to broker-dealers that in turn may sell such 
                    securities. 
 
                    State any exceptions here: _________________________________ 
                    ____________________________________________________________ 
                    ____________________________________________________________ 
 
     Note: In no event may such method(s) of distribution take the form of an 
underwritten offering of the Registrable Securities without the prior agreement 
of the Company. 
 
     By signing below, the Selling Securityholder acknowledges that it 
understands its obligation to comply, and agrees that it will comply, with the 
prospectus delivery and other provisions of the Securities Act and the Exchange 
Act and the rules and regulations thereunder, particularly Regulation M. 
 
     In the event that the Selling Securityholder transfers all or any portion 
of the Registrable Securities listed in Item (3) above after the date on which 
such information is provided to the Company, the Selling Securityholder agrees 
to notify the transferee(s) at the time of the transfer of its rights and 
obligations under this Notice and Questionnaire and the Registration Rights 
Agreement. 
 
     By signing below, the Selling Securityholder consents to the disclosure of 
the information contained herein in its answers to Items (1) through (6) above 
and the inclusion of such information in the Shelf Registration Statement and 
related Prospectus. The Selling Securityholder understands that such information 
will be relied upon by the Company in connection with the preparation of the 
Shelf Registration Statement and related Prospectus. 
 
     In accordance with the Selling Securityholder's obligation under Section 
3(a) of the Registration Rights Agreement to provide such information as may be 
required by law for inclusion in the Shelf Registration Statement, the Selling 
Securityholder agrees to promptly notify the Company of any inaccuracies or 
changes in the information provided herein which may occur subsequent to the 
date hereof at any time while the Shelf Registration Statement remains in 
effect. 
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All notices hereunder and pursuant to the Registration Rights Agreement shall be 
made in writing, by hand-delivery, first-class mail, or air courier guaranteeing 
overnight delivery as follows: 
 
               (i) To the Company: 
 
                        Extreme Networks, Inc. 
                        3585 Monroe Street 
                        Santa Clara, CA 95051 
                        Attn: Legal Department 
 
               (ii) With a copy to: 
 
                        Gray Cary Ware & Freidenrich LLP 
                        400 Hamilton Avenue 
                        Palo Alto, CA  94301 
                        Attn:  David A. Hubb 
 
     Once this Notice and Questionnaire is executed by the Selling 
Securityholder and received by the Company, the terms of this Notice and 
Questionnaire, and the representations and warranties contained herein, shall be 
binding on, shall inure to the benefit of and shall be enforceable by the 
respective successors, heirs, personal representatives, and assigns of the 
Company and the Selling Securityholder (with respect to the Registrable 
Securities beneficially owned by such Selling Securityholder and listed in Item 
(3) above). This Agreement shall be governed in all respects by the laws of the 
State of New York. 
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     IN WITNESS WHEREOF, the undersigned, by authority duly given, has caused 
this Notice and Questionnaire to be executed and delivered either in person or 
by its duly authorized agent. 
 
Dated: 
       __________________________ 
 
                                ________________________________________________ 
                                Selling Securityholder 
                                (Print/type full legal name of beneficial owner 
                                of Registrable Securities) 
 
 
                                By: 
                                   _____________________________________________ 
                                Name: 
                                Title: 
 
PLEASE RETURN THE COMPLETED AND EXECUTED NOTICE AND QUESTIONNAIRE FOR RECEIPT ON 
OR BEFORE _______________ TO THE COMPANY AT: 
 
 
                             Extreme Networks, Inc. 
                             3585 Monroe Street 
                             Santa Clara, CA 95051 
                             Attn: Legal Department 
 



 
 
                                                                       Exhibit 1 
                                                                   to Appendix A 
 
              NOTICE OF TRANSFER PURSUANT TO REGISTRATION STATEMENT 
 
Extreme Networks, Inc. 
3585 Monroe Street 
Santa Clara, CA 95051 
Attention: Legal Department 
 
State Street Bank and Trust Company of California, N.A. 
633 W. Fifth Street, 12/th/ Floor 
Los Angeles, CA 90071 
Attention:  Corporate Trust Services 
 
    Re:  Extreme Networks, Inc. (the "Company") 
         3.50% Convertible Subordinated Notes due December 1, 2006 (the "Notes") 
 
Dear Sirs: 
 
     Please be advised that _____________________ has transferred $___________ 
aggregate principal amount of the above-referenced Notes or shares of the 
Company's common stock, issued upon conversion, repurchase or redemption of 
Notes, pursuant to an effective Registration Statement on Form S-3 (File No. 
333-____) filed by the Company. 
 
     We hereby certify that the prospectus delivery requirements, if any, of the 
Securities Act of 1933, as amended, have been satisfied with respect to the 
transfer described above and that the above-named beneficial owner of the Notes 
or common stock is named as a selling securityholder in the Prospectus dated 
___________, or in amendments or supplements thereto, and that the aggregate 
principal amount of the Notes or number of shares of common stock transferred 
are [a portion of] the Notes or shares of common stock listed in such Prospectus 
as amended or supplemented opposite such owner's name. 
 
Dated: 
 
                                               Very truly yours, 
 
 
                                               _________________________________ 
                                               (Name) 
 
 
                                           By: 
                                               _________________________________ 
                                               (Authorized Signature) 
 



 
 
 
                                                                     EXHIBIT 5.1 
 
                             [LETTERHEAD OF GrayCary] TECHNOLOGY'S LEGAL EDGE(R) 
 
February 26, 2002 
 
 
Extreme Networks, Inc. 
3585 Monroe Street 
Santa Clara, California 95051 
 
Re:      Registration Statement on Form S-3 
 
Ladies and Gentlemen: 
 
         We are acting as counsel for Extreme Networks, Inc., a Delaware 
corporation (the "Company"), in connection with registration under the 
Securities Act of 1933, as amended, of $200,000,000 aggregate principal amount 
of 3.5% Convertible Subordinated Notes due 2006 (the "Notes"), and the shares of 
Common Stock, $0.001 par value (the "Common Stock"), of the Company issuable 
upon conversion of the Notes (the "Conversion Shares"). The Notes and the 
Conversion Shares are to be offered and sold by certain security holders of the 
Company (the "Selling Securityholders"). In this regard, we have participated in 
the preparation of a Registration Statement on Form S-3 relating to the Notes 
and the Conversion Shares (such Registration Statement, as it may be amended 
from time to time, is herein referred to as the "Registration Statement"). 
 
         We are of the opinion that the Notes have been duly authorized by the 
Company and are in the form contemplated by the Indenture dated as of December 
5, 2001, between the Company and State Street Bank and Trust Company of 
California, N.A., as Trustee. The Indenture has been duly authorized, executed 
and delivered by the Company. We are of the further opinion that the Conversion 
Shares have been duly authorized and, when issued by the Company upon conversion 
of the Notes in accordance with the provisions of the Notes and the Indenture, 
will be validly issued, fully paid and nonassessable. 
 
         We hereby consent to the filing of this opinion as an exhibit to the 
Registration Statement and to the use of our name under the caption "Legal 
Matters" in the Registration Statement and the Prospectus included therein. 
 
 
Sincerely, 
 
 
/s/ Gray Cary Ware & Freidenrich LLP 
 
Gray Cary Ware & Freidenrich LLP 
 



 
 
                                                                   Exhibit 10.15 
 
 
                             Extreme Networks, Inc. 
 
            3.50% Convertible Subordinated Notes due December 1, 2006 
 
                                   ---------- 
 
                               Purchase Agreement 
                               ------------------ 
 
                                                               November 29, 2001 
 
Goldman, Sachs & Co., 
   As representative of the several Purchasers 
   named in Schedule I hereto, 
85 Broad Street, 
New York, New York 10004. 
 
Ladies and Gentlemen: 
 
     Extreme Networks, Inc., a Delaware corporation (the "Company"), proposes, 
subject to the terms and conditions stated herein, to issue and sell to the 
Purchasers named in Schedule I hereto (the "Purchasers") an aggregate of 
$175,000,000 principal amount of the 3.50% Convertible Subordinated Notes due 
December 1, 2006, convertible into shares of common stock, par value of $0.001 
per share ("Stock") of the Company, specified above (the "Firm Securities") and, 
at the election of the Purchasers, up to an aggregate of $25,000,000 additional 
principal amount of such notes (the "Optional Securities") (the Firm Securities 
and the Optional Securities which the Purchasers elect to purchase pursuant to 
Section 2 hereof are collectively called the "Securities"). 
 
     The Purchasers and other holders (including subsequent transferees) of 
Securities will be entitled to the benefits of the registration rights 
agreement, to be dated as of the First Time of Delivery (as defined in Section 
4) (the "Registration Rights Agreement"), by and among the Company and the 
Purchasers, in the form attached hereto as Exhibit A. Pursuant to the 
Registration Rights Agreement, the Company will agree to file with the United 
States Securities and Exchange Commission (the "Commission") under the 
circumstances set forth therein a shelf registration statement pursuant to Rule 
415 under the United States Securities Act of 1933, as amended (the "Act"), 
relating to the resale of (i) Securities initially resold in registered form and 
(ii) the shares of Stock initially issuable upon conversion of the Securities by 
holders thereof, and to use its reasonable efforts to cause such shelf 
registration statement to be declared effective. 
 



 
 
     1.   The Company represents and warrants to, and agrees with, each of the 
Purchasers that: 
 
          (a) An offering circular, dated November 29, 2001 (the "Offering 
     Circular"), has been prepared in connection with the offering of the 
     Securities and shares of Stock issuable upon conversion thereof. Any 
     reference to the Offering Circular shall be deemed to refer to and include 
     the Company's Annual Report on Form 10-K for the fiscal year ended July 2, 
     2001, Quarterly Report on Form 10-Q for the quarter ended September 30, 
     2001 and Current Reports on Form 8-K filed on October 23, 2001 and November 
     2, 2001, and all subsequent documents filed with the Commission pursuant to 
     Section 13(a), 13(c) or 15(d) of the United States Securities Exchange Act 
     of 1934, as amended (the "Exchange Act") on or prior to the date of the 
     Offering Circular and any reference to the Offering Circular, as amended or 
     supplemented, as of any specified date, shall be deemed to include (i) any 
     documents filed with the Commission pursuant to Section 13(a), 13(c) or 
     15(d) of the Exchange Act after the date of the Offering Circular, and 
     prior to such specified date and (ii) any Additional Issuer Information (as 
     defined in Section 5(f)) furnished by the Company prior to the completion 
     of the distribution of the Securities. All such documents referred to in 
     the preceding sentence filed under the Exchange Act and so deemed to be 
     included in the Offering Circular, or any amendment or supplement thereto, 
     are hereinafter called the "Exchange Act Reports". The Exchange Act 
     Reports, when they were or are filed with the Commission, conformed or will 
     conform in all material respects to the applicable requirements of the 
     Exchange Act and the applicable rules and regulations of the Commission 
     thereunder. The Offering Circular and any amendments or supplements thereto 
     and the Exchange Act Reports did not and will not, as of their respective 
     dates, contain any untrue statement of a material fact or omit to state a 
     material fact necessary in order to make the statements therein, in the 
     light of the circumstances under which they were made, not misleading; 
     provided, however, that this representation and warranty shall not apply to 
     any statements or omissions made in reliance upon and in conformity with 
     information furnished in writing to the Company by a Purchaser through 
     Goldman, Sachs & Co. expressly for use therein; 
 
          (b) Neither the Company nor any of its subsidiaries has sustained 
     since the date of the latest audited financial statements included in the 
     Offering Circular any material loss or interference with its business from 
     fire, explosion, flood or other calamity, whether or not covered by 
     insurance, or from any labor dispute or court or governmental action, order 
     or decree, otherwise than as set forth or contemplated in the Offering 
     Circular; and, since the respective dates as of which information is given 
     in the Offering Circular, there has not been any change in the capital 
     stock (other than employee stock options issued in the ordinary course of 
     business consistent with past practice and employee stock options in 
     existence on the date hereof that have subsequently been exercised) or 
     long-term debt of the Company or any of its subsidiaries or any material 
     adverse change, or any development involving a prospective material adverse 
     change, in or affecting the business, management, 
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     financial position, stockholders' equity or results of operations of the 
     Company and its subsidiaries, otherwise than as set forth or contemplated 
     in the Offering Circular; 
 
          (c) The Company and its subsidiaries have good and marketable title in 
     fee simple to all real property and good and marketable title to all 
     personal property owned by them, in each case free and clear of all liens, 
     encumbrances and defects except such as are described in the Offering 
     Circular or such as do not materially affect the value of such property and 
     do not interfere with the use made and proposed to be made of such property 
     by the Company and its subsidiaries; and any real property and buildings 
     held under lease by the Company and its subsidiaries are held by them under 
     valid, subsisting and enforceable leases with such exceptions as are not 
     material and do not interfere with the use made and proposed to be made of 
     such property and buildings by the Company and its subsidiaries; 
 
          (d) The Company has been duly incorporated and is validly existing as 
     a corporation in good standing under the laws of the State of Delaware, 
     with power and authority (corporate and other) to own its properties and 
     conduct its business as described in the Offering Circular, and has been 
     duly qualified as a foreign corporation for the transaction of business and 
     is in good standing under the laws of each other jurisdiction in which it 
     owns or leases properties or conducts any business so as to require such 
     qualification, except to the extent that the failure to be so qualified or 
     be in good standing would not, individually or in the aggregate, have a 
     material adverse effect on the business, financial condition, results of 
     operations or stockholders' equity or assets of the Company and its 
     subsidiaries taken as a whole ("Material Adverse Effect"); and each 
     subsidiary of the Company has been duly incorporated and is validly 
     existing as a corporation in good standing under the laws of its 
     jurisdiction of incorporation, except to the extent the failure to be in 
     good standing would not, individually or in the aggregate, have a Material 
     Adverse Effect. No subsidiary of the Company is a "significant subsidiary" 
     as defined in Rule 1-02 of Regulation S-X under the Act; 
 
          (e) The Company has an authorized capitalization as set forth in the 
     Offering Circular, and all of the issued shares of capital stock of the 
     Company have been duly authorized and validly issued and are fully paid and 
     non-assessable; the shares of Stock initially issuable upon conversion of 
     the Securities have been duly and validly authorized and reserved for 
     issuance and, when issued and delivered in accordance with the provisions 
     of the Securities and the Indenture referred to below, will be validly 
     issued, fully paid and non-assessable and will conform to the description 
     of the Stock contained in the Offering Circular; and all of the issued 
     shares of capital stock owned, directly or indirectly, by the Company of 
     each subsidiary of the Company have been duly authorized and validly 
     issued, are fully paid and non-assessable and (except for directors' 
     qualifying shares and except as otherwise set forth in the Offering 
     Circular) are owned directly or indirectly by the Company, free and clear 
      of all liens, encumbrances, equities or claims; 
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          (f) The Securities have been duly authorized and, when issued and 
     delivered pursuant to this Agreement, will have been duly executed, 
     authenticated, issued and delivered and will constitute valid and legally 
     binding obligations of the Company entitled to the benefits provided by the 
     indenture to be dated as of December 5, 2001 (the "Indenture") between the 
     Company and State Street Bank and Trust Company of California, N.A., as 
     Trustee (the "Trustee"), under which they are to be issued, which will be 
     substantially in the form previously delivered to you; the Indenture has 
     been duly authorized and, when executed and delivered by the Company and 
     the Trustee, the Indenture will constitute a valid and legally binding 
     agreement, enforceable in accordance with its terms, subject, as to 
     enforcement, to bankruptcy, insolvency, reorganization and other laws of 
     general applicability relating to or affecting creditors' rights and to 
     general equity principles; and the Securities and the Indenture will 
     conform to the descriptions thereof in the Offering Circular and will be in 
     substantially the form previously delivered to you; 
 
          (g) None of the transactions contemplated by this Agreement 
     (including, without limitation, the use of the proceeds from the sale of 
     the Securities) will violate or result in a violation of Section 7 of the 
     Exchange Act, or any regulation promulgated thereunder, including, without 
     limitation, Regulations T, U, and X of the Board of Governors of the 
     Federal Reserve System; 
 
          (h) Prior to the date hereof, neither the Company nor any of its 
     affiliates has taken any action which is designed to or which has 
     constituted or which might have been expected to cause or result in 
     stabilization or manipulation of the price of any security of the Company 
     in connection with the offering of the Securities; 
 
          (i) The Company has all requisite corporate power to enter into this 
     Agreement, the Indenture and the Registration Rights Agreement. This 
     Agreement has been duly authorized, executed and delivered by the Company 
     and upon such execution by the Company (assuming the due authorization, 
     execution and delivery of this Agreement by the Purchasers) this Agreement 
     will constitute the valid and binding obligation of the Company enforceable 
     against the Company in accordance with the terms hereof, subject, as to 
     enforcement, to bankruptcy, insolvency, reorganization and other laws of 
     general applicability relating to or affecting creditors' rights and to 
     general equity principles and except as rights to indemnification and 
     contribution under this Agreement may be limited by applicable law; 
 
          (j) The Registration Rights Agreement has been duly authorized and, 
     when executed and delivered by the Company and the Purchasers, will 
     constitute a valid and legally binding agreement of the Company enforceable 
     against the Company in accordance with its terms, subject, as to 
     enforcement, to bankruptcy, insolvency, reorganization and other laws of 
     general applicability relating to or affecting creditors' rights and to 
     general equity principles and except as rights to indemnification and 
     contribution may be limited by applicable law; and the Registration Rights 
     Agreement 
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     will conform to the description thereof in the Offering Circular and will 
     be substantially in the form previously delivered to you; 
 
          (k) The issue and sale of the Securities and the compliance by the 
     Company with all of the provisions of the Securities, the Indenture, the 
     Registration Rights Agreement and this Agreement and the consummation of 
     the transactions herein and therein contemplated will not conflict with or 
     result in a breach or violation of any of the terms or provisions of, or 
     constitute a default under, any indenture, mortgage, deed of trust, loan 
     agreement or other agreement or instrument to which the Company or any of 
     its subsidiaries is a party or by which the Company or any of its 
     subsidiaries is bound or to which any of the property or assets of the 
     Company or any of its subsidiaries is subject, nor will such action result 
     in any violation of any statute or any order, rule or regulation of any 
     court or governmental agency or body having jurisdiction over the Company 
     or any of its subsidiaries or any of their properties except in each case 
     for such conflicts, breaches, violations or defaults that would not, 
     individually or in the aggregate, have a Material Adverse Effect or impair 
     the validity or enforceability of the Securities, the Indenture, the 
     Registration Rights Agreement or this Agreement, nor will such action 
     result in any violation of the provisions of the Certificate of 
     Incorporation or By-laws of the Company. No consent, approval, 
     authorization, order, registration or qualification of or with any such 
     court or governmental agency or body is required for the issue and sale of 
     the Securities or the consummation by the Company of the transactions 
     contemplated by this Agreement, the Indenture or the Registration Rights 
     Agreement, except such consents, approvals, authorizations, registrations 
     or qualifications as may be required (i) under state securities or Blue Sky 
     laws in connection with the purchase and distribution of the Securities by 
     the Purchasers or (ii) by Federal and state securities laws contemplated by 
     the Registration Rights Agreement; 
 
          (l) Neither the Company nor any of its subsidiaries is in violation of 
     its Certificate of Incorporation or By-laws or in default in the 
     performance or observance of any obligation, covenant or condition 
     contained in any indenture, mortgage, deed of trust, loan agreement, lease 
     or other agreement or instrument to which it is a party or by which it or 
     any of its properties may be bound other than such defaults which would 
     not, individually or in the aggregate, be reasonably expected to have a 
     Material Adverse Effect; 
 
          (m) The statements set forth in the Offering Circular under the 
     caption "Description of Notes" and "Description of Capital Stock", insofar 
     as they purport to constitute a summary of the terms of the Securities and 
     the Stock, and under the captions "Certain United States Federal Income Tax 
     Consequences," insofar as it purports to describe the provisions of the 
     laws and documents referred to therein, are accurate and fairly summarize 
     the matters referred to therein in all material respects; 
 
          (n) Other than as set forth in the Offering Circular, there are no 
     legal or governmental proceedings pending to which the Company or any of 
     its subsidiaries is 
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     a party or of which any property of the Company or any of its subsidiaries 
     is the subject which, if determined adversely to the Company or any of its 
     subsidiaries, would reasonably be expected, individually or in the 
     aggregate, to have a Material Adverse Effect; and, to the Company's 
     knowledge, no such proceedings are threatened or contemplated by 
     governmental authorities or threatened by others, other than as set forth 
     in the Offering Circular; 
 
          (o) When the Securities are issued and delivered pursuant to this 
     Agreement, the Securities will not be of the same class (within the meaning 
     of Rule 144A under the Act) as securities which are listed on a national 
     securities exchange registered under Section 6 of the Exchange Act or 
     quoted in a U.S. automated inter-dealer quotation system; 
 
          (p) The Company is subject to Section 13 or 15(d) of the Exchange Act; 
 
          (q) The Company is not, and after giving effect to the offering and 
     sale of the Securities will not be, an "investment company", as such term 
     is defined in the United States Investment Company Act of 1940, as amended 
     (the "Investment Company Act"); 
 
          (r) Neither the Company, nor any person acting on its or their behalf 
     has offered or sold the Securities by means of any general solicitation or 
     general advertising within the meaning of Rule 502(c) under the Act, except 
     that no representation is given with respect to the Purchasers; 
 
          (s) Within the preceding six months, other than Securities offered or 
     sold to the Purchasers hereunder, neither the Company nor any other person 
     acting on behalf of the Company has offered or sold to any person any 
     Securities, or any debt or similar securities of the same or a similar 
     class as the Securities, other than Securities offered or sold to the 
     Purchasers hereunder. The Company will take reasonable precautions designed 
     to insure that any offer or sale, direct or indirect, in the United States 
     or to any U.S. person (as defined in Rule 902 under the Act) of any 
     Securities or any substantially similar security issued by the Company, 
     within six months subsequent to the date on which the distribution of the 
     Securities has been completed (as notified to the Company by Goldman, Sachs 
     & Co.), is made under restrictions and other circumstances reasonably 
     designed not to affect the status of the offer and sale of the Securities 
     in the United States and to U.S. persons contemplated by this Agreement as 
     transactions exempt from the registration provisions of the Act; 
 
          (t) Assuming the accuracy of the Purchasers' representations and 
     warranties in Section 3 of this Agreement and compliance by the Purchasers 
     of the covenants set forth in Section 3 of this Agreement, it is not 
     necessary in connection with the offer, sale and delivery of the Securities 
     to the Purchasers, or in connection with the offer, sale and initial resale 
     of the Securities by the Purchasers in a manner contemplated 
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     by this Agreement, to register the Securities under the Act or to qualify 
     an indenture under the Trust Indenture Act of 1939, as amended (the "Trust 
     Indenture Act"); 
 
          (u) The Securities have been, or prior to the First Time of Delivery 
     will be, eligible for trading in the PortalSM Market ("Portal") in 
     accordance with the rules and regulations of the National Association of 
     Securities Dealers, Inc.; 
 
          (v) Ernst & Young, LLP, who have certified certain financial 
     statements of the Company and its subsidiaries, are independent public 
     accountants as required by the Act and the rules and regulations of the 
     Commission thereunder; 
 
          (w) The Company and its subsidiaries own or possess, or can acquire on 
     reasonable terms, adequate rights to use and otherwise exploit all 
     trademarks, service marks, trade names, goodwill, copyrights, license 
     rights, know-how (including trade secrets and other unpatented and/or 
     unpatentable proprietary or confidential information, system or procedure), 
     government authorizations, approvals, permits, franchises and other 
     intellectual property and proprietary rights, and to the best of the 
     Company's knowledge, all patents and patent rights (collectively, 
     "Intellectual Property") which are used in or necessary to conduct their 
     respective businesses as currently conducted and as proposed to be 
     conducted in all material respects as described in the Offering Circular, 
     including without limitation the design, development, use, marketing, 
     importation, manufacture and sale of their products and services. Except as 
     described in the Offering Circular, neither the Company nor any of its 
     subsidiaries has received any notice of any misappropriation or 
     infringement of or conflict with Intellectual Property or other rights of 
     others with respect to any of the foregoing which, singly or in the 
     aggregate, if the subject of an unfavorable decision, ruling or finding, 
     would, or could reasonably be expected to, have a Material Adverse Effect, 
     and to the best of Company's knowledge, the conduct of the business of the 
     Company and its subsidiaries as currently conducted and as proposed to be 
     conducted would not result in any such misappropriation, infringement or 
     conflict. The Company and its subsidiaries have taken all actions 
     reasonably required to perfect, protect and maintain their rights with 
     respect to all material Intellectual Property, including, without 
     limitation, recordation of assignments and licenses for patents and patent 
     applications with the United States Patent and Trademark Office and 
     appropriate foreign patent offices and protection of confidentiality of 
     trade secrets. Except as described in the Offering Circular, no material 
     Intellectual Property of the Company or any of its subsidiaries is invalid 
     or unenforceable or has terminated or expired, or is reasonably expected to 
     terminate or expire, within five (5) years after the date of this 
     Agreement. To the best of Company's knowledge, neither the Company nor any 
     of its subsidiaries is in breach or default of any agreement covering 
     material Intellectual Property; 
 
          (x) Except as disclosed in the Offering Circular and except for the 
     holder of that certain Common Stock Warrant, dated May 29, 2001, 
     exerciseable for 3,000,000 
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     shares of Stock, there are no persons with registration rights or other 
     similar rights to have any securities of the Company (other than the 
     Securities and the shares of Stock issuable upon conversion thereof) 
     registered under the Act under any registration statement, which rights 
     have not been satisfied or waived; 
 
          (y)  None of the holders of outstanding shares of capital stock of the 
     Company and no other person has or will have any preemptive or other rights 
     to purchase, subscribe for or otherwise acquire (i) the shares of Stock to 
     be issued upon conversion of the Securities or any rights to such shares 
     (other than those granted by the holders of the Securities) or (ii) as a 
     result of or in connection with the transactions contemplated by this 
     Agreement, the Indenture or the Registration Rights Agreement, any other 
     capital stock of the Company or rights thereto; 
 
          (z)  The Company and its subsidiaries are insured by insurers of 
     recognized financial responsibility against such losses and risks and in 
     such amounts as are prudent and customary in the businesses in which they 
     are engaged; neither the Company nor any of its subsidiaries has been 
     refused any insurance coverage sought or applied for; and neither the 
     Company nor any of its subsidiaries has any reason to believe that it will 
     not be able to renew its existing insurance coverage as and when such 
     coverage expires or to obtain similar coverage from similar insurers as may 
     be necessary to continue its business at a cost that would not have a 
     Material Adverse Effect, except as described in the Offering Circular; 
 
          (aa) The Company and its subsidiaries have complied and are in 
     compliance with all federal, state, local and foreign statutes, executive 
     orders, proclamations, regulations, rules, directives, decrees, ordinances 
     and similar provisions having the force or effect of law and all judicial 
     and administrative orders, rulings, determinations and common law 
     concerning the importation of merchandise, the export or reexport of 
     products, services and technology, and the terms and conduct of 
     international transactions applicable to the Company and its subsidiaries 
     in connection with the conduct of the Company's or any subsidiary's 
     business (including as the same relates to record keeping requirements) 
     ("International Trade Laws and Regulations"), except where the failure to 
     be in compliance would not, singly or in the aggregate, have a Material 
     Adverse Effect; neither the Company nor any of its subsidiaries has made or 
     provided any material false statement or material omission to any agency of 
     any federal, state or local government, purchasers of products, or foreign 
     government or foreign agency, in connection with the exportation of 
     merchandise (including with respect to export licenses, exceptions and 
     other export authorizations and any filings required for or related to 
     exportation of any item), the importation of merchandise or other approvals 
     required by a foreign government or agency or any other requirement 
     relating to any International Trade Laws and Regulations; neither the 
     Company nor any of its subsidiaries has made any payment, offer, gift, 
     promise to give, or authorized or otherwise participated in, assisted or 
     facilitated any payment or gift 
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     related to the Company's or any subsidiary's business that is prohibited by 
     the United States Foreign Corrupt Practices Act; 
 
          (bb) The Company intends to use the net proceeds received by it from 
     the sale of the Securities pursuant to this Agreement in the manner 
     specified in the Offering Circular under the caption "Use of Proceeds". 
 
          (cc) The Company and its subsidiaries (i) are in compliance with any 
     and all applicable foreign, federal, state and local laws and regulations 
     relating to the protection of human health and safety, the environment or 
     hazardous or toxic substances or wastes, pollutants or contaminants 
     ("Environmental Laws"), (ii) have received all permits, licenses or other 
     approvals required of them under applicable Environmental Laws to conduct 
     their respective businesses and (iii) are in compliance with all terms and 
     conditions of any such permit, license or approval, except where such 
     noncompliance with Environmental Laws, failure to receive required permits, 
     licenses or other approvals or failure to comply with the terms and 
     conditions of such permits, licenses or approvals would not, singly or in 
     the aggregate, have a Material Adverse Effect; 
 
          (dd) To the knowledge of the Company, neither the Company nor any of 
     its subsidiaries is liable or otherwise legally responsible for any costs 
     or liabilities associated with any Environmental Laws (including, without 
     limitation, any capital or operating expenditures required for clean-up, 
     closure of properties or compliance with Environmental Laws or any permit, 
     license or approval, any related constraints on operating activities and 
     any potential liabilities to third parties) which would, singly or in the 
     aggregate, have a Material Adverse Effect; 
 
          (ee) No material labor dispute with the employees of the Company or 
     any of its subsidiaries exists, except as described in the Offering 
     Circular, or, to the knowledge of the Company, is imminent; and the Company 
     is not aware of any existing, threatened or imminent labor disturbance by 
     the employees of any of its principal suppliers, manufacturers or 
     contractors that would have a Material Adverse Effect; 
 
          (ff) The Company and its subsidiaries possess all certificates, 
     authorizations and permits issued by the appropriate federal, state or 
     foreign regulatory authorities necessary to conduct their respective 
     business other than those the failure of which to possess would not have a 
     Material Adverse Effect, and neither the Company nor any of its 
     subsidiaries has received any notice of proceedings relating to the 
     revocation or modification of any such certificate, authorization or permit 
     which, singly or in the aggregate, if the subject of an unfavorable 
     decision, ruling or finding, would have a Material Adverse Effect, except 
     as described in the Offering Circular; 
 
          (gg) The Company and each of its subsidiaries maintain a system of 
     internal accounting controls sufficient to provide reasonable assurance 
     that (1) transactions are executed in accordance with management's general 
     or specific authorizations; (2) 
 
                                        9 
 



 
 
     transactions are recorded as necessary to permit preparation of financial 
     statements in conformity with generally accepted accounting principles and 
     to maintain asset accountability; (3) access to assets is permitted only in 
     accordance with management's general or specific authorization; and (4) the 
     recorded accountability for assets is compared with the existing assets at 
     reasonable intervals and appropriate action is taken with respect to any 
     differences; and 
 
          (hh) The consolidated financial statements included in the Offering 
     Circular, together with related schedules and notes, present fairly in all 
     material respects the consolidated financial position, results of 
     operations and changes in financial position of the Company and its 
     subsidiaries on the basis stated therein at the respective dates or for the 
     respective periods to which they apply; such statements and related 
     schedules and notes have been prepared in accordance with generally 
     accepted accounting principles consistently applied throughout the periods 
     involved, except as disclosed therein; the supporting schedules, if any, 
     included in the Offering Circular present fairly in all material respects 
     in accordance with generally accepted accounting principles the information 
     required to be stated therein; and the other financial and statistical 
     information and data set forth in the Offering Circular are, in all 
     material respects, accurately presented and prepared on a basis consistent 
     with such financial statements and the books and records of the Company. 
 
     2. Subject to the terms and conditions herein set forth, (a) the Company 
agrees to issue and sell to each of the Purchasers, and each of the Purchasers 
agrees, severally and not jointly, to purchase from the Company, at a purchase 
price of 97% of the principal amount thereof, the principal amount of Firm 
Securities set forth opposite the name of such Purchaser in Schedule I hereto 
and (b) in the event and to the extent that the Purchasers shall exercise the 
election to purchase Optional Securities as provided below, the Company agrees 
to issue and sell to each of the Purchasers and each of the Purchasers agrees, 
severally and not jointly, to purchase from the Company, at the same purchase 
price set forth in clause (a) of this Section 2, that portion of the aggregate 
principal amount of the Optional Securities as to which such election shall have 
been exercised (to be adjusted by you so as to eliminate fractions of $1,000) 
determined by multiplying such aggregate principal amount of Optional Securities 
by a fraction, the numerator of which is the maximum aggregate principal amount 
of Optional Securities which such Purchaser is entitled to purchase as set forth 
opposite the name of such Purchaser in Schedule I hereto and the denominator of 
which is the maximum aggregate principal amount of Optional Securities which all 
of the Purchasers are entitled to purchase hereunder. 
 
        The Company hereby grants to the Purchasers the right to purchase at 
their election up to $25,000,000 aggregate principal amount of Optional 
Securities, at the purchase price set forth in clause (a) of the first paragraph 
of this Section 2. Any such election to purchase Optional Securities may be 
exercised by written notice from you to the Company, given within a period of 30 
calendar days after the date of this Agreement, setting forth the aggregate 
principal amount of Optional Securities to be purchased and the date on 
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which such Optional Securities are to be delivered, as determined by you but in 
no event earlier than the First Time of Delivery (as defined in Section 4 
hereof) or, unless you and the Company otherwise agree in writing, earlier than 
two or later than ten business days after the date of such notice. 
 
     3. Upon the authorization by you of the release of the Securities, the 
several Purchasers propose to offer the Securities for sale upon the terms and 
conditions set forth in this Agreement and the Offering Circular and each 
Purchaser hereby represents and warrants to, and agrees with the Company that: 
 
     (a) It will offer and sell the Securities only to persons who it reasonably 
believes are "qualified institutional buyers" ("QIBs") within the meaning of 
Rule 144A under the Act in transactions meeting the requirements of Rule 144A; 
 
     (b) It is an accredited investor as defined under Rule 501(a)(1) under the 
Act; and 
 
     (c) It will not offer or sell the Securities by any form of general 
solicitation or general advertising, including but not limited to the methods 
described in Rule 502(c) under the Act. 
 
     4. (a) The Securities to be purchased by each Purchaser hereunder will be 
represented by one or more definitive global Securities in book-entry form which 
will be deposited by or on behalf of the Company with The Depository Trust 
Company ("DTC") or its designated custodian. The Company will deliver the 
Securities to Goldman, Sachs & Co., for the account of each Purchaser, against 
payment by or on behalf of such Purchaser of the purchase price therefore in 
federal (same day) funds by official bank check or checks or wire transfer to an 
account designated by the Company, by causing DTC to credit the Securities to 
the account of Goldman, Sachs & Co. at DTC. The Company will cause the 
certificates representing the Securities to be made available to Goldman, Sachs 
& Co. for checking at least twenty-four hours prior to the Time of Delivery (as 
defined below) at the office of DTC or its designated custodian (the "Designated 
Office"). The time and date of such delivery and payment shall be, with respect 
to the Firm Securities, 9:30 a.m., New York City time, on December 5, 2001 or 
such other time and date as Goldman, Sachs & Co. and the Company may agree upon 
in writing, and, with respect to the Optional Securities, 9:30 a.m., New York 
City time, on the date specified by Goldman, Sachs & Co. in the written notice 
given by Goldman, Sachs & Co. of the Purchasers' election to purchase such 
Optional Securities, or such other time and date as Goldman, Sachs & Co. and the 
Company may agree upon in writing. Such time and date for delivery of the Firm 
Securities is herein called the "First Time of Delivery", such time and date for 
the delivery of the Optional Securities, if not the First Time of Delivery, is 
herein called the "Second Time of Delivery", and each such time and date for 
delivery is herein called a "Time of Delivery". 
 
     (b) The documents to be delivered at the Time of Delivery by or on behalf 
of the parties hereto pursuant to Section 7 hereof, including the cross-receipt 
for the Securities and any additional documents requested by the Purchasers 
pursuant to Section 7(j) hereof, will be delivered at such time and date at the 
offices of Wilson Sonsini Goodrich & Rosati, 
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Professional Corporation, 650 Page Mill Road, Palo Alto, California 94304 (the 
"Closing Location"), and the Securities will be delivered at the Designated 
Office, all at the Time of Delivery. A meeting will be held at the Closing 
Location at 2:00 p.m., California time, on the New York Business Day next 
preceding the Time of Delivery, at which meeting the final drafts of the 
documents to be delivered pursuant to the preceding sentence will be available 
for review by the parties hereto. For the purposes of this Section 4, "New York 
Business Day" shall mean each Monday, Tuesday, Wednesday, Thursday and Friday 
which is not a day on which banking institutions in New York are generally 
authorized or obligated by law or executive order to close. 
 
     5. The Company agrees with each of the Purchasers: 
 
     (a) To prepare the Offering Circular in a form approved by you; to make no 
amendment or any supplement to the Offering Circular which shall be disapproved 
by you promptly after reasonable notice thereof; and to furnish you with copies 
thereof; 
 
     (b) Promptly from time to time to take such action as you may reasonably 
request to qualify the Securities and the shares of Stock issuable upon 
conversion of the Securities for offering and sale under the securities laws of 
such jurisdictions within the United States as you may request and to comply 
with such laws so as to permit the continuance of sales and dealings therein in 
such jurisdictions for as long as may be necessary to complete the distribution 
of the Securities, provided that in connection therewith the Company shall not 
be required to qualify as a foreign corporation or to file a general consent to 
service of process in any jurisdiction; 
 
     (c) To furnish the Purchasers with copies of the Offering Circular and each 
amendment or supplement thereto signed by an authorized officer of the Company 
with the independent accountants' report(s) in the Offering Circular, and any 
amendment or supplement containing amendments to the financial statements 
covered by such report(s), signed by the accountants, and additional written and 
electronic copies thereof in such quantities as you may from time to time 
reasonably request, and if, at any time prior to the expiration of nine months 
after the date of the Offering Circular, any event shall have occurred as a 
result of which the Offering Circular as then amended or supplemented would 
include an untrue statement of a material fact or omit to state any material 
fact necessary in order to make the statements therein, in the light of the 
circumstances under which they were made when such Offering Circular is 
delivered, not misleading, or, if for any other reason it shall be necessary or 
desirable during such same period to amend or supplement the Offering Circular, 
to notify you and upon your request to prepare and furnish without charge to 
each Purchaser and to any dealer in securities as many written and electronic 
copies as you may from time to time reasonably request of an amended Offering 
Circular or a supplement to the Offering Circular which will correct such 
statement or omission or effect such compliance; 
 
     (d) During the period beginning from the date hereof and continuing until 
the date ninety (90) days after the date of the Offering Circular, not to offer, 
sell, contract to sell or 
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otherwise dispose of, except as provided hereunder, any securities of the 
Company that are substantially similar to the Securities or the Stock, including 
but not limited to any securities that are convertible into or exchangeable for, 
or that represent the right to receive, Stock or any such substantially similar 
securities (other than (i) pursuant to employee stock option plans or agreements 
existing on the date of this Agreement and in the ordinary course of business 
consistent with past practice, (ii) upon the conversion or exchange of 
convertible or exchangeable securities outstanding as of the date of this 
Agreement, (iii) the issuance by the Company of any shares of Stock in 
connection with the acquisition of another company or business; provided, that 
                                                                -------- 
each recipient of any such stock issued pursuant to this clause agree to be 
restricted according to the terms of this section through the end of the 90 day 
period specified, (iv) pursuant to stock option agreements entered into after 
the date of this Agreement, provided that no such shares shall vest under such 
new stock option agreements until after the date ninety (90) days after the date 
of the Offering Circular or (v) securities convertible into or exchangeable into 
Stock issued in the ordinary course of business and consistent with past 
practice under equipment financing or other similar transactions, provided that 
no such securities shall vest until after the date ninety (90) days after the 
date of the Offering Circular, provided, further that if such securities are 
sold or transferred, the recipient of such securities shall agree to be 
restricted according to the terms of this section and through the end of the 90 
day period specified above), without your prior written consent; 
 
     (e) Not to be or become, at any time prior to the expiration of three years 
after the latest Time of Delivery, an open-end investment company, unit 
investment trust, closed-end investment company or face-amount certificate 
company that is or is required to be registered under Section 8 of the 
Investment Company Act; 
 
     (f) At any time when the Company is not subject to Section 13 or 15(d) of 
the Exchange Act, for the benefit of holders from time to time of Securities, to 
furnish at its expense, upon request, to holders of Securities and prospective 
purchasers of securities information (the "Additional Issuer Information") 
satisfying the requirements of subsection (d)(4)(i) of Rule 144A under the Act; 
 
     (g) If requested by you, to use its reasonable efforts to cause the 
Securities to be eligible for trading on Portal; 
 
     (h) To furnish to the holders of the Securities as soon as practicable 
after the end of each fiscal year an annual report (including a balance sheet 
and statements of income, stockholders' equity and cash flows of the Company and 
its consolidated subsidiaries certified by independent public accountants) and, 
as soon as practicable after the end of each of the first three quarters of each 
fiscal year (beginning with the fiscal quarter ending after the date of the 
Offering Circular), to make available to its stockholders consolidated summary 
financial information of the Company and its subsidiaries for such quarter in 
reasonable detail; 
 
     (i) During a period of five years from the date of the Offering Circular, 
to furnish to you copies of all reports or other communications (financial or 
other) furnished to 
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stockholders of the Company, and to deliver to you (i) as soon as they are 
available, copies of any reports and financial statements furnished to or filed 
with the Commission or any securities exchange on which the Securities or any 
class of securities of the Company is listed; and (ii) such additional 
non-confidential information concerning the business and financial condition of 
the Company as you may from time to time reasonably request (such financial 
statements to be on a consolidated basis to the extent the accounts of the 
Company and its subsidiaries are consolidated in reports furnished to its 
stockholders generally or to the Commission); 
 
     (j) During the period of two years after the Time of Delivery, the Company 
will not, and will not permit any of its "affiliates" (as defined in Rule 144 
under the Securities Act) to, resell any of the Securities which constitute 
"restricted securities" under Rule 144 that have been reacquired by any of them; 
 
     (k) To use the net proceeds received by it from the sale of the Securities 
pursuant to this Agreement in the manner specified in the Offering Circular 
under the caption "Use of Proceeds"; 
 
     (l) To reserve and keep available at all times, free of preemptive rights, 
shares of Stock for the purpose of enabling the Company to satisfy any 
obligations to issue shares of its Stock upon conversion of the Securities; and 
 
     (m) To list, subject to notice of issuance, the shares of Stock issuable 
upon conversion of the Securities on the Nasdaq National Market within 5 
business days of the First Time of Delivery. 
 
     6. The Company covenants and agrees with the several Purchasers that the 
Company will pay or cause to be paid the following: (i) the fees, disbursements 
and expenses of the Company's counsel and accountants in connection with the 
issue of the Securities and the shares of Stock issuable upon conversion of the 
Securities and all other expenses in connection with the preparation, printing 
and filing of the Offering Circular and any amendments and supplements thereto 
and the mailing and delivering of copies thereof to the Purchasers and dealers; 
(ii) the cost of printing or producing any Agreement among Purchasers, this 
Agreement, the Indenture, the Registration Rights Agreement, the Blue Sky and 
Legal Investment Memoranda, closing documents (including any compilations 
thereof) and any other documents in connection with the offering, purchase, sale 
and delivery of the Securities; (iii) all expenses in connection with the 
qualification of the Securities and the shares of Stock issuable upon conversion 
of the Securities for offering and sale under state securities laws as provided 
in Section 5(b) hereof, including the fees and disbursements of counsel for the 
Purchasers in connection with such qualification and in connection with the Blue 
Sky and legal investment surveys; (iv) any fees charged by securities rating 
services for rating the Securities; (v) the cost of preparing the Securities; 
(vi) the fees and expenses of the Trustee and any agent of the Trustee and the 
fees and disbursements of counsel for the Trustee in connection with the 
Indenture and the Securities; (vii) any cost incurred in connection with the 
designation of the Securities for trading on Portal and the listing of the 
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shares of Stock issuable upon conversion of the Securities; and (viii) all other 
costs and expenses incident to the performance of its obligations hereunder 
which are not otherwise specifically provided for in this Section. It is 
understood, however, that, except as provided in this Section, and Sections 8 
and 11 hereof, the Purchasers will pay all of their own costs and expenses, 
including the fees and expenses of their counsel, transfer taxes on resale of 
any of the Securities by them, and any advertising expenses connected with any 
offers they may make. 
 
     7. The obligations of the Purchasers hereunder as to the Securities to be 
delivered at each Time of Delivery shall be subject, in their discretion, to the 
condition that all representations and warranties and other statements of the 
Company herein are, at and as of such Time of Delivery, true and correct, the 
condition that the Company shall have performed all of its obligations hereunder 
theretofore to be performed, and the following additional conditions: 
 
     (a) Wilson Sonsini Goodrich & Rosati, Professional Corporation, counsel for 
the Purchasers, shall have furnished to you such opinion or opinions, dated such 
Time of Delivery, with respect to such matters as you may reasonably request, 
and such counsel shall have received such papers and information as they may 
reasonably request to enable them to pass upon such matters; 
 
     (b) Gray Cary Ware & Freidenrich LLP, counsel for the Company, (or such 
other counsel as the Company shall deem appropriate and which shall be 
reasonably acceptable to Goldman, Sachs & Co.) shall have furnished to you their 
written opinion, dated such Time of Delivery, in form and substance satisfactory 
to you, to the effect that: 
 
          (i)   The Company has been duly incorporated and is validly existing 
 
as a corporation in good standing under the laws of the State of Delaware, with 
power and authority (corporate and other) to own its properties and conduct its 
business as described in the Offering Circular; 
 
          (ii)  As of November 1, 2001, the Company was authorized to issue 
     750,000,000 shares of Stock, of which 114,173,331 shares were issued and 
     outstanding, and 2,000,000 shares of convertible preferred stock, none of 
     which were issued and outstanding; the shares of issued and outstanding 
     capital stock of the Company have been duly authorized and validly issued 
     and are fully paid and non-assessable; and the shares of Stock initially 
     issuable upon conversion of the Securities have been duly and validly 
     authorized and reserved for issuance and, when issued and delivered in 
     accordance with the provisions of the Securities and the Indenture, will be 
     validly issued and fully paid and non-assessable; 
 
          (iii) The Company has been duly qualified as a foreign corporation to 
     transact business and is in good standing under the laws of each other 
     United States jurisdiction in which it owns or leases properties or 
     conducts any business so as to 
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     require such qualification, except to the extent that the failure to be so 
     qualified or in good standing would not have a Material Adverse Effect on 
     the Company; 
 
          (iv)    Extreme Networks IHC, Inc. has been duly incorporated and is 
     validly existing as a corporation in good standing under the laws of the 
     State of Delaware, and all of the issued and outstanding capital stock 
     thereof owned directly or indirectly by the Company have been duly 
     authorized, validly issued and is fully-paid and non-assessable, and is 
     owned directly or indirectly by the Company, free and clear of any lien, 
     encumbrance, claim or equity; 
 
          (v)     Other than as set forth in the Offering Circular, there are no 
     legal or governmental proceedings pending to which the Company or any of 
     its subsidiaries is a party or of which any property of the Company or any 
     of its subsidiaries is the subject which, if determined adversely to the 
     Company or any of its subsidiaries, would individually or in the aggregate 
     have a Material Adverse Effect; and other than as set forth in the Offering 
     Circular, no such proceedings are threatened or contemplated by 
     governmental authorities or threatened by others; 
 
          (vi)    This Agreement has been duly authorized, executed and 
     delivered by the Company; 
 
          (vii)   The Securities have been duly authorized, executed, issued and 
     delivered and constitute valid and legally binding obligations of the 
     Company entitled to the benefits provided by the Indenture; 
 
          (viii)  The Registration Rights Agreement has been duly authorized, 
     executed and delivered by the parties thereto and constitutes a valid and 
     legally binding agreement of the Company enforceable against the Company in 
     accordance with its terms, subject, as to enforcement, to bankruptcy, 
     insolvency, reorganization and other laws of general applicability relating 
     to or affecting creditors' rights and to general equity principles; 
 
          (ix)    The Indenture has been duly authorized, executed and delivered 
     by the parties thereto and constitutes a valid and legally binding 
     instrument, enforceable in accordance with its terms, subject, as to 
     enforcement, to bankruptcy, insolvency, reorganization and other laws of 
     general applicability relating to or affecting creditors' rights and to 
     general equity principles; 
 
          (x)     The issuance and sale of the Securities being issued at such 
 
     Time of Delivery and the compliance by the Company with all of the 
     provisions of the Securities, the Indenture, the Registration Rights 
     Agreement and this Agreement and the consummation of the transactions 
     herein and therein contemplated will not conflict with or result in a 
     breach or violation of any of the terms or provisions of, or constitute a 
     default under (i) applicable law, (ii) the Certificate of Incorporation or 
     By-laws of the Company, or (iii) any of the agreements filed as exhibits to 
     the Company's Annual 
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     Report filed on Form 10-K for the year ended July 1, 2001, its Quarterly 
     Report on Form 10-Q for the quarter ended September 30, 2001 or any other 
     Exchange Act Report or any agreements entered into by the Company after 
     September 30, 2001 that would be required to be filed as an exhibit to the 
     Company's Quarterly Report on Form 10-Q for the period ending December 31, 
     2001 (collectively, the "Reviewed Agreements"), nor will such actions 
     result in any violation of any judgment, order or decree of any 
     governmental agency or body having jurisdiction over the Company or any of 
     its subsidiaries or any of their properties; 
 
          (xi)   No consent, approval, authorization, order, registration or 
     qualification of or with any such court or governmental agency or body is 
     required in connection with the issuance of the Securities to the 
     Purchasers being issued at such Time of Delivery or the consummation by the 
     Company of the transactions contemplated by this Agreement or the Indenture 
     or the Registration Rights Agreement, except, such as may be required under 
     the Act in connection with the shares of Stock issuable upon conversion of 
     the Securities and such as may be required by Federal and state securities 
     laws contemplated by the Registration Rights Agreement; 
 
          (xii)  Neither the Company nor any of its subsidiaries is in violation 
     of its Certificate of Incorporation or By-laws or, to such counsel's 
     knowledge, in default in the performance or observance of any material 
     obligation, covenant or condition contained in any Reviewed Agreement; 
 
          (xiii) The statements set forth in the Offering Circular under the 
     caption "Description of Notes" and "Description of Capital Stock", insofar 
     as they purport to constitute a summary of the terms of the Indenture, 
     Registration Rights Agreement, Securities and the Stock, and under the 
     captions "Certain United States Federal Income Tax Consequences" and 
     "Underwriting", insofar as they purport to describe the provisions of the 
     laws and documents referred to therein, and under the caption "Risk 
     Factors--We have been named as a defendant in shareholder class action 
     lawsuits that are now pending and which continue to be threatened to be 
     filed which arise out of our public offering of securities in 1999. If we 
     do not prevail in such lawsuits our business may suffer" and in the second 
     paragraph of Part II, Item 1 under the caption "Legal Proceedings" in the 
     Company's Quarterly Report on Form 10-Q for the quarter ended September 30, 
     2001, to the extent that they purport to summarize the referenced legal 
     proceedings pending against the Company, are accurate and fairly summarize 
     the matters referred to therein in all material respects; 
 
          (xiv)  The Exchange Act Reports (other than the financial statements 
     and related schedules therein and other financial data included or 
     incorporated by reference therein, as to which such counsel need express no 
     opinion), when they were filed with the Commission, complied as to form in 
     all material respects with the requirements of the Exchange Act, and the 
     rules and regulations of the Commission thereunder; 
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          (xv)  Assuming the accuracy of the representations and warranties of 
     the Purchasers in Section 3 of this Agreement and compliance with the 
     agreements of the Purchasers set forth in Section 3 of this Agreement, no 
     registration of the Securities under the Act, and no qualification of an 
     indenture under the United States Trust Indenture Act of 1939 with respect 
     thereto, is required for the offer, sale and initial resale of the 
     Securities by the Purchasers in the manner contemplated by this Agreement; 
     and 
 
          (xvi) The Company is not an "investment company", as such term is 
     defined in the Investment Company Act. 
 
          Such opinion may be made subject to other such qualifications as are 
     reasonable and customary for opinions with respect to such matters and such 
     counsel need express no opinion regarding the legality, validity, binding 
     nature or enforceability of any provision in the Purchase Agreement, the 
     Securities, the Indenture or the Registration Rights Agreement relating to 
     indemnification or contribution or the ability to obtain specific 
     performance, injunctive relief or other equitable relief as a remedy for 
     noncompliance with any of the foregoing agreements or instruments. 
 
          Such opinion shall also state that such counsel has participated in 
     conferences with officers and other representatives of the Company, 
     representatives of the independent public accountants for the Company, 
     representatives of the Purchasers and counsel for the Purchasers, at which 
     conferences the contents of the Offering Circular and related matters were 
     discussed; that such counsel is not passing upon and does not assume any 
     responsibility for the accuracy, completeness or fairness of the statements 
     contained in the Offering Circular (other than with regard to the opinions 
     set forth in paragraph (xiv) above); and that, on the basis of the 
     foregoing, no facts have come to such counsel's attention which lead such 
     counsel to believe that the Offering Circular and any further amendments or 
     supplements thereto made by the Company, on the date thereof or on the date 
     such opinion is delivered, contained or contains an untrue statement of a 
     material fact or omitted or omits to state a material fact necessary to 
     make the statements contained therein, in light of the circumstances under 
     which they were made, not misleading (it being understood that such counsel 
     need express no view with respect to the financial statements and related 
     schedules thereto and the other financial and accounting data included or 
     incorporated by reference in or omitted from the Offering Circular). 
 
      (c) Blakely, Sokoloff, Taylor and Zafman LLP, intellectual property 
counsel for the Company, shall have furnished to you their written opinion, 
dated such Time of Delivery, in form and substance satisfactory to you, to the 
effect that: 
 
                (i) The Company owns all patents, trademarks, trademark 
     registrations, service marks, service mark registrations, trade names, 
     copyrights, licenses, inventions, trade secrets and rights described in the 
     Offering Circular as being owned by it, and such counsel is not aware of 
     any claim to the contrary or any challenge by 
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     any other person to the rights of the Company with respect to the foregoing 
     other than those identified in the Offering Circular; 
 
          (ii)  Such counsel is not aware of any legal actions, claims or 
     proceedings pending or threatened against the Company its manufacturers, 
     suppliers or customers other than those identified in the Offering Circular 
     alleging that the Company is infringing or otherwise violating any patents, 
     trademarks, trademark registrations, service marks, service mark 
     registrations, trade names, copyrights, licenses, inventions or trade 
     secrets owned by others; 
 
          (iii) Such counsel has reviewed the descriptions of patents, patent 
     applications and legal proceedings included in the Offering Circular, the 
     Company's Annual Report on Form 10-K for the fiscal year ended July 1, 2001 
     and Quarterly Report on Form 10-Q for the quarter ended September 30, 2001 
     (collectively, the "Intellectual Property Sections"), including the 
     descriptions under the captions "Risk Factors--Our Limited Ability to 
     Protect Our Intellectual Property and Defend Against Claims May Adversely 
     Affect Our Ability to Compete" and "--We Are Engaged in Litigation 
     Regarding Intellectual Property Rights, and an Adverse Outcome Could Harm 
     Our Business and Require Us to incur Significant Costs" included in the 
     Offering Circular, "Business--Intellectual Property," "Risk Factors--Our 
     Limited Ability to Protect Our Intellectual Property and Defend Against 
     Claims May Adversely Affect Our Ability to Compete," "--We are engaged in 
     Litigation Regarding Intellectual Property Rights, and an Adverse Outcome 
     Could Harm Our Business and Require Us to Incur Significant Costs" and in 
     Item 3 under "Legal Proceedings" included in the Company's Annual Report on 
     Form 10-K for the fiscal year ended July 1, 2001, and "Risk Factors--Our 
     Limited Ability to Protect Our Intellectual Property and Defend Against 
     Claims May Adversely Affect Our Ability to Compete," "--We are Engaged in 
     Litigation Regarding Intellectual Property Rights, and an Adverse Outcome 
     Could Harm Our Business and Require Us to Incur Significant Costs" and in 
     Part II, Item I under "Legal Proceedings" included in the Company's Form 
     10-Q for the quarter ended September 30, 2001, and, to the extent they 
     constitute matters of law or legal conclusions, these descriptions are 
     accurate and fairly and completely present the patent situation of the 
     Company and the other matters described therein; 
 
          (iv)  To the best of such counsel's knowledge, the Intellectual 
     Property Sections, as of their respective dates and as of the date of such 
     opinion, do not contain any untrue statements of a material fact or omit to 
     state a material fact necessary to make the statements therein, in light of 
     the circumstances under which they were made, not misleading; 
 
          (v)   For each copyrightable product described in the Offering 
     Circular, the Company either (i) has registered all copyrights for such 
     product and has obtained and properly recorded written assignments of all 
     rights and title therein to the Company from all authors and owners of such 
     copyrights other than the Company, 
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     including without limitation any and all independent contractors; or (ii) 
     was vested with original title to all copyrights for such product and no 
     written assignments for such copyrights are required to perfect Company's 
     rights and title thereto; and 
 
          (vi) With respect to the patent protection on the Company's technology 
     for each patent or patent application described in the Offering Circular as 
     being owned by the Company, the Company is listed as the record holder of 
     sole title in the applicable patent office and such counsel is aware of 
     nothing that causes such counsel to believe that, as of the date of the 
     Offering Circular and as of the date of such opinion, the description of 
     patents and patent applications under the captions set forth in (iii) above 
     contain any untrue statement of a material fact or omit to state a material 
     fact necessary to make the statements made therein, in light of the 
     circumstances under which they were made, not misleading, including without 
     limitation, any undisclosed material issue with respect to the subsequent 
     validity or enforceability of such patent or patent issuing from any such 
     pending patent application. 
 
     (d) Howrey Simon Arnold & White LLP, counsel for the Company in the legal 
proceeding filed by Nortel Networks, Inc. and Nortel Networks Limited against 
the Company in the United States District Court for the District of 
Massachusetts, Civil Action No. 01-10443EFH (the "Nortel Case"), shall have 
furnished to you their written opinion, dated such Time of Delivery, in form and 
substance satisfactory to you, to the effect that: 
 
          (i)  The only litigation for which such counsel has been retained is 
     the Nortel Case; and 
 
          (ii) Such counsel has reviewed the descriptions of the Nortel Case (i) 
     under the caption "Risk Factors----We are Engaged in Litigation Regarding 
     Intellectual Property Rights, and an Adverse Outcome Could Seriously Harm 
     Our Business and Require Us to incur Significant Costs" included in the 
     Offering Circular, (ii) in Part I, Item 1 under the caption 
     "Business--Intellectual Property" included in the Company's Annual Report 
     on Form 10-K for the fiscal year ended July 1, 2001, (iii) in Part II, Item 
     7 under the caption "Risk Factors----We are Engaged in Litigation Regarding 
     Intellectual Property Rights, and an Adverse Outcome Could Harm Our 
     Business and Require Us to Incur Significant Costs" included in the 
     Company's Annual Report on Form 10-K for the fiscal year ended July 1, 
     2001, (iv) in Part I, Item 3 under the caption "Legal Proceedings" included 
     in the Company's Annual Report on Form 10-K for the fiscal year ended July 
     1, 2001, (v) in Part I, Item 2 under the caption "Risk Factors----We are 
     Engaged in Litigation Regarding Intellectual Property Rights, and an 
     Adverse Outcome Could Harm Our Business and Require Us to Incur Significant 
     Costs" in the Company's Form 10-Q for the quarter ended September 30, 2001, 
     and (vi) in Part II, Item I under the caption "Legal Proceedings" included 
     in the Company's Form 10-Q for the quarter ended September 30, 2001, and, 
     these descriptions are accurate and fairly and completely present the 
     situation of the Company with respect to the Nortel Case. 
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     (e) On the date of the Offering Circular prior to the execution of this 
Agreement and also at the Time of Delivery, Ernst & Young, LLP shall have 
furnished to you a letter or letters, dated the respective dates of delivery 
thereof, in form and substance satisfactory to you, to the effect set forth in 
Annex I hereto; 
 
     (f) (i) Neither the Company nor any of its subsidiaries shall have 
sustained since the date of the latest audited financial statements included in 
the Offering Circular any loss or interference with its business from fire, 
explosion, flood or other calamity, whether or not covered by insurance, or from 
any labor dispute or court or governmental action, order or decree, otherwise 
than as set forth or contemplated in the Offering Circular, and (ii) since the 
respective dates as of which information is given in the Offering Circular there 
shall not have been any change in the capital stock or long-term debt of the 
Company or any of its subsidiaries or any change, or any development involving a 
prospective change, in or affecting the general affairs, management, financial 
position, stockholders' equity or results of operations of the Company and its 
subsidiaries, otherwise than as set forth or contemplated in the Offering 
Circular, the effect of which, in any such case described in clause (i) or (ii), 
is in the judgment of Goldman, Sachs & Co. so material and adverse as to make it 
impracticable or inadvisable to proceed with the public offering or the delivery 
of the Securities being issued at such Time of Delivery on the terms and in the 
manner contemplated in this Agreement and in the Offering Circular; 
 
     (g) On or after the date hereof (i) no downgrading shall have occurred in 
the rating accorded the Company's debt securities by any "nationally recognized 
statistical rating organization", as that term is defined by the Commission for 
purposes of Rule 436(g)(2) under the Act, and (ii) no such organization shall 
have publicly announced that it has under surveillance or review, with possible 
negative implications, its rating of any of the Company's debt securities; 
 
     (h) On or after the date hereof there shall not have occurred any of the 
following: (i) a suspension or material limitation in trading in securities 
generally on the New York Stock Exchange or on the Nasdaq National Market; (ii) 
a suspension or material limitation in trading in the Company's securities on 
the Nasdaq National Market; (iii) a general moratorium on commercial banking 
activities declared by either Federal or New York or California State 
authorities or a material disruption in commercial banking or securities 
settlement or clearance services in the United States; (iv) the outbreak or 
escalation of hostilities involving the United States or the declaration by the 
United States of a national emergency or war, if the effect of any such event 
specified in this clause (iv) in the judgment of Goldman, Sachs & Co. makes it 
impracticable or inadvisable to proceed with the offering or the delivery of the 
Securities being issued at such Time of Delivery on the terms and in the manner 
contemplated in the Offering Circular; or (v) the occurrence of any other 
calamity or crisis or any adverse change in the existing financial, political or 
economic conditions in the United States or elsewhere which, in the judgment of 
Goldman, Sachs & Co. would materially and adversely affect the financial markets 
or the markets for the Securities, the Stock or other debt or equity securities; 
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     (i) The Securities have been designated for trading on Portal; 
 
     (j) The Company shall have furnished or caused to be furnished to you at 
the Time of Delivery certificates of officers of the Company satisfactory to you 
as to the accuracy of the representations and warranties of the Company herein 
at and as of such Time of Delivery, as to the performance by the Company of all 
of its obligations hereunder to be performed at or prior to such Time of 
Delivery, as to the matters set forth in subsection (f) of this Section and as 
to such other matters as you may reasonably request. 
 
     (k) The Company shall have obtained and delivered to the Purchasers 
executed copies of a written agreement of those directors and executive officers 
and other stockholders of the Company listed on Exhibit B-1 substantially in the 
form of Exhibit B-2 hereto (each such an agreement, a "Lock-Up Agreement") by 
the First Time of Delivery, and executed originals of each Lock-Up Agreement 
shall have been delivered to you by such time. If the First Time of Delivery 
shall not have occurred on or prior to ten (10) business days after the date of 
this Agreement, then the Lock-Up Agreements shall be of no further force and 
effect. 
 
     8. (a) The Company will indemnify and hold harmless each Purchaser against 
any losses, claims, damages or liabilities, joint or several, to which such 
Purchaser may become subject, under the Act or otherwise, insofar as such 
losses, claims, damages or liabilities (or actions in respect thereof) arise out 
of or are based upon an untrue statement or alleged untrue statement of a 
material fact contained in the Offering Circular, or any amendment or supplement 
thereto, or arise out of or are based upon the omission or alleged omission to 
state therein a material fact necessary to make the statements therein, in light 
of the circumstances under which they were made, not misleading, and will 
reimburse each Purchaser for any legal or other expenses reasonably incurred by 
such Purchaser in connection with investigating or defending any such action or 
claim as such expenses are incurred; provided, however, that the Company shall 
not be liable in any such case to the extent that any such loss, claim, damage 
or liability arises out of or is based upon an untrue statement or alleged 
untrue statement or omission or alleged omission made in the Offering Circular 
or any such amendment or supplement in reliance upon and in conformity with 
written information furnished to the Company by any Purchaser through Goldman, 
Sachs & Co. expressly for use therein. 
 
     (b) Each Purchaser will indemnify and hold harmless the Company against any 
losses, claims, damages or liabilities to which the Company may become subject, 
under the Act or otherwise, insofar as such losses, claims, damages or 
liabilities (or actions in respect thereof) arise out of or are based upon an 
untrue statement or alleged untrue statement of a material fact contained in the 
Offering Circular, or any amendment or supplement thereto, or arise out of or 
are based upon the omission or alleged omission to state therein a material fact 
or necessary to make the statements therein, in light of the circumstances under 
which they were made, not misleading, in each case to the extent, but only to 
the extent, that such untrue statement or alleged untrue statement or omission 
or alleged omission was made in 
 
                                       22 
 



 
 
the Offering Circular or any such amendment or supplement in reliance upon and 
in conformity with written information furnished to the Company by such 
Purchaser through Goldman, Sachs & Co. expressly for use therein; and will 
reimburse the Company for any legal or other expenses reasonably incurred by the 
Company in connection with investigating or defending any such action or claim 
as such expenses are incurred. 
 
     (c) Promptly after receipt by an indemnified party under subsection (a) or 
(b) above of notice of the commencement of any action, such indemnified party 
shall, if a claim in respect thereof is to be made against the indemnifying 
party under such subsection, notify the indemnifying party in writing of the 
commencement thereof; but the omission so to notify the indemnifying party shall 
not relieve it from any liability which it may have to any indemnified party 
otherwise than under such subsection. In case any such action shall be brought 
against any indemnified party and it shall notify the indemnifying party of the 
commencement thereof, the indemnifying party shall be entitled to participate 
therein and, to the extent that it shall wish, jointly with any other 
indemnifying party similarly notified, to assume the defense thereof, with 
counsel reasonably satisfactory to such indemnified party (who shall not, except 
with the consent of the indemnified party, be counsel to the indemnifying 
party), and, after notice from the indemnifying party to such indemnified party 
of its election so to assume the defense thereof, the indemnifying party shall 
not be liable to such indemnified party under such subsection for any legal 
expenses of other counsel or any other expenses, in each case subsequently 
incurred by such indemnified party, in connection with the defense thereof other 
than reasonable costs of investigation. No indemnifying party shall, without the 
written consent of the indemnified party, effect the settlement or compromise 
of, or consent to the entry of any judgment with respect to, any pending or 
threatened action or claim in respect of which indemnification or contribution 
may be sought hereunder (whether or not the indemnified party is an actual or 
potential party to such action or claim) unless such settlement, compromise or 
judgment (i) includes an unconditional release of the indemnified party from all 
liability arising out of such action or claim and (ii) does not include a 
statement as to, or an admission of, fault, culpability or a failure to act, by 
or on behalf of any indemnified party. 
 
     (d) If the indemnification provided for in this Section 8 is unavailable to 
or insufficient to hold harmless an indemnified party under subsection (a) or 
(b) above in respect of any losses, claims, damages or liabilities (or actions 
in respect thereof) referred to therein, then each indemnifying party shall 
contribute to the amount paid or payable by such indemnified party as a result 
of such losses, claims, damages or liabilities (or actions in respect thereof) 
in such proportion as is appropriate to reflect the relative benefits received 
by the Company on the one hand and the Purchasers on the other from the offering 
of the Securities. If, however, the allocation provided by the immediately 
preceding sentence is not permitted by applicable law or if the indemnified 
party failed to give the notice required under subsection (c) above, then each 
indemnifying party shall contribute to such amount paid or payable by such 
indemnified party in such proportion as is appropriate to reflect not only such 
relative benefits but also the relative fault of the Company on the one hand and 
the Purchasers on the other in connection with the statements or omissions which 
resulted in such losses, 
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claims, damages or liabilities (or actions in respect thereof), as well as any 
other relevant equitable considerations. The relative benefits received by the 
Company on the one hand and the Purchasers on the other shall be deemed to be in 
the same proportion as the total net proceeds from the offering (before 
deducting expenses) received by the Company bear to the total underwriting 
discounts and commissions received by the Purchasers, in each case as set forth 
in the Offering Circular. The relative fault shall be determined by reference 
to, among other things, whether the untrue or alleged untrue statement of a 
material fact or the omission or alleged omission to state a material fact 
relates to information supplied by the Company on the one hand or the Purchasers 
on the other and the parties' relative intent, knowledge, access to information 
and opportunity to correct or prevent such statement or omission. The Company 
and the Purchasers agree that it would not be just and equitable if contribution 
pursuant to this subsection (d) were determined by pro rata allocation (even if 
the Purchasers were treated as one entity for such purpose) or by any other 
method of allocation which does not take account of the equitable considerations 
referred to above in this subsection (d). The amount paid or payable by an 
indemnified party as a result of the losses, claims, damages or liabilities (or 
actions in respect thereof) referred to above in this subsection (d) shall be 
deemed to include any legal or other expenses reasonably incurred by such 
indemnified party in connection with investigating or defending any such action 
or claim. Notwithstanding the provisions of this subsection (d), no Purchaser 
shall be required to contribute any amount in excess of the amount by which the 
total price at which the Securities underwritten by it and distributed to 
investors were offered to investors exceeds the amount of any damages which such 
Purchaser has otherwise been required to pay by reason of such untrue or alleged 
untrue statement or omission or alleged omission. The Purchasers' obligations in 
this subsection (d) to contribute are several in proportion to their respective 
underwriting obligations and not joint. 
 
     (e) The obligations of the Company under this Section 8 shall be in 
addition to any liability which the Company may otherwise have and shall extend, 
upon the same terms and conditions, to each person, if any, who controls any 
Purchaser within the meaning of the Act; and the obligations of the Purchasers 
under this Section 8 shall be in addition to any liability which the respective 
Purchasers may otherwise have and shall extend, upon the same terms and 
conditions, to each officer and director of the Company and to each person, if 
any, who controls the Company within the meaning of the Act. 
 
     9. (a) If any Purchaser shall default in its obligation to purchase the 
Securities which it has agreed to purchase hereunder, you may in your discretion 
arrange for you or another party or other parties to purchase such Securities on 
the terms contained herein at a Time of Delivery. If within thirty-six hours 
after such default by any Purchaser you do not arrange for the purchase of such 
Securities, then the Company shall be entitled to a further period of thirty-six 
hours within which to procure another party or other parties satisfactory to you 
to purchase such Securities on such terms. In the event that, within the 
respective prescribed periods, you notify the Company that you have so arranged 
for the purchase of such Securities, or the Company notifies you that it has so 
arranged for the purchase of such Securities, you or the Company shall have the 
right to postpone such Time of Delivery for a 
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period of not more than seven days, in order to effect whatever changes may 
thereby be made necessary in the Offering Circular, or in any other documents or 
arrangements, and the Company agrees to prepare promptly any amendments to the 
Offering Circular which in your opinion may thereby be made necessary. The term 
"Purchaser" as used in this Agreement shall include any person substituted under 
this Section with like effect as if such person had originally been a party to 
this Agreement with respect to such Securities. 
 
     (b) If, after giving effect to any arrangements for the purchase of the 
Securities of a defaulting Purchaser or Purchasers by you and the Company as 
provided in subsection (a) above, the aggregate principal amount of such 
Securities which remains unpurchased does not exceed one-eleventh of the 
aggregate principal amount of all the Securities to be purchased at such Time of 
Delivery, then the Company shall have the right to require each non-defaulting 
Purchaser to purchase the principal amount of Securities which such Purchaser 
agreed to purchase at such Time of Delivery hereunder and, in addition, to 
require each non-defaulting Purchaser to purchase its pro rata share (based on 
the principal amount of Securities which such Purchaser agreed to purchase 
hereunder) of the Securities of such defaulting Purchaser or Purchasers for 
which such arrangements have not been made; but nothing herein shall relieve a 
defaulting Purchaser from liability for its default. 
 
     (c) If, after giving effect to any arrangements for the purchase of the 
Securities of a defaulting Purchaser or Purchasers by you and the Company as 
provided in subsection (a) above, the aggregate principal amount of Securities 
which remains unpurchased exceeds one-eleventh of the aggregate principal amount 
of all the Securities to be purchased at such Time of Delivery, or if the 
Company shall not exercise the right described in subsection (b) above to 
require non-defaulting Purchasers to purchase Securities of a defaulting 
Purchaser or Purchasers, then this Agreement (or, with respect to the Second 
Time of Delivery, the obligation of the Purchasers to purchase and of the 
Company to sell the Optional Securities) shall thereupon terminate, without 
liability on the part of any non-defaulting Purchaser or the Company, except for 
the expenses to be borne by the Company and the Purchasers as provided in 
Section 6 hereof and the indemnity and contribution agreements in Section 8 
hereof; but nothing herein shall relieve a defaulting Purchaser from liability 
for its default. 
 
     10. The respective indemnities, agreements, representations, warranties and 
other statements of the Company and the several Purchasers, as set forth in this 
Agreement or made by or on behalf of them, respectively, pursuant to this 
Agreement, shall remain in full force and effect, regardless of any 
investigation (or any statement as to the results thereof) made by or on behalf 
of any Purchaser or any controlling person of any Purchaser, or the Company, or 
any officer or director or controlling person of the Company, and shall survive 
delivery of and payment for the Securities. 
 
     11. If this Agreement shall be terminated pursuant to Section 9 hereof, the 
Company shall not then be under any liability to any Purchaser except as 
provided in Sections 6 and 8 hereof; but, if for any other reason, the 
Securities are not delivered by or on behalf of the Company as provided herein, 
the Company will reimburse the Purchasers through you for all 
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out-of-pocket expenses approved in writing by you, including fees and 
disbursements of counsel, reasonably incurred by the Purchasers in making 
preparations for the purchase, sale and delivery of the Securities, but the 
Company shall then be under no further liability to any Purchaser except as 
provided in Sections 6 and 8 hereof. 
 
     12. In all dealings hereunder, you shall act on behalf of each of the 
Purchasers, and the parties hereto shall be entitled to act and rely upon any 
statement, request, notice or agreement on behalf of any Purchaser made or given 
by you jointly or by Goldman, Sachs & Co. on behalf of you as the 
representatives. 
 
     All statements, requests, notices and agreements hereunder shall be in 
writing, and if to the Purchasers shall be delivered or sent by mail, telex or 
facsimile transmission to you as the representatives in care of Goldman, Sachs & 
Co., 32 Old Slip, 21st Floor, New York, New York 10005, Attention: Registration 
Department; and if to the Company shall be delivered or sent by mail, telex or 
facsimile transmission to the address of the Company set forth in the Offering 
Circular, Attention: Secretary; provided, however, that any notice to a 
Purchaser pursuant to Section 8(c) hereof shall be delivered or sent by mail, 
telex or facsimile transmission to such Purchaser at its address set forth in 
its Purchasers' Questionnaire, or telex constituting such Questionnaire, which 
address will be supplied to the Company by you upon request. Any such 
statements, requests, notices or agreements shall take effect upon receipt 
thereof. 
 
     13. This Agreement shall be binding upon, and inure solely to the benefit 
of, the Purchasers, the Company and, to the extent provided in Sections 8 and 10 
hereof, the officers and directors of the Company and each person who controls 
the Company or any Purchaser, and their respective heirs, executors, 
administrators, successors and assigns, and no other person shall acquire or 
have any right under or by virtue of this Agreement. No purchaser of any of the 
Securities from any Purchaser shall be deemed a successor or assign by reason 
merely of such purchase. 
 
     14. Time shall be of the essence of this Agreement. 
 
     15. This Agreement shall be governed by and construed in accordance with 
the laws of the State of New York. 
 
     16. This Agreement may be executed by any one or more of the parties hereto 
in any number of counterparts, each of which shall be deemed to be an original, 
but all such respective counterparts shall together constitute one and the same 
instrument. 
 
     17. The Company is authorized, subject to applicable law, to disclose any 
and all aspects of this potential transaction that are necessary to support any 
U.S. federal income tax benefits expected to be claimed with respect to such 
transaction, without the Purchasers imposing any limitation of any kind. 
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     If the foregoing is in accordance with your understanding, please sign and 
return to us one for the Company and each of the Purchasers plus one for each 
counsel counterparts hereof, and upon the acceptance hereof by you, on behalf of 
each of the Purchasers, this letter and such acceptance hereof shall constitute 
a binding agreement between each of the Purchasers and the Company. It is 
understood that your acceptance of this letter on behalf of each of the 
Purchasers is pursuant to the authority set forth in a form of Agreement among 
Purchasers, the form of which shall be submitted to the Company for examination 
upon request, but without warranty on your part as to the authority of the 
signers thereof. 
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                                                      Very truly yours, 
 
                                                      Extreme Networks, Inc. 
 
 
                                                          /s/ Gordon Stitt 
                                                      By: ---------------------- 
                                                          Name:  Gordon Stitt 
                                                          Title: President & CEO 
 
Accepted as of the date hereof: 
 
 
 
 
 
     /s/ Goldman, Sachs & Co. 
By:  ----------------------------------- 
         (Goldman, Sachs & Co.) 
 
     On behalf of each of the Purchasers 
 
                                       28 
 
 
 
 



 
 
                                   SCHEDULE I 
 
 
 
 
                                                      Principal      Principal Amount of 
                                                      Amount of      Optional Securities 
                                                   Firm Securities     to be Purchased 
                                                        To be          if Maximum Option 
                  Purchaser                           Purchased            Exercised 
                  ---------                           ---------            --------- 
                                                                   
Goldman, Sachs & Co. ............................   $ 131,250,000         $ 18,750,000 
Merrill Lynch, Pierce, Fenner & Smith 
    Incorporated ................................      26,250,000            3,750,000 
Robertson Stephens, Inc. ........................      17,500,000            2,500,000 
                                                    -------------         ------------ 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                    -------------         ------------ 
                  Total .........................   $ 175,000,000         $ 25,000,000 
                                                    =============         ============ 
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                                                                         ANNEX I 
 
     Pursuant to Section 7(e) of the Purchase Agreement, the accountants shall 
furnish letters to the Purchasers to the effect that: 
 
          (i)   They are independent certified public accountants with respect 
     to the Company and its subsidiaries within the meaning of the Act and the 
     applicable published rules and regulations thereunder; 
 
          (ii)  In our opinion, the consolidated financial statements and 
     financial statement schedules audited by us and included in the Offering 
     Circular comply as to form in all material respects with the applicable 
     requirements of the Exchange Act and the related published rules and 
     regulations; 
 
          (iii) The unaudited selected financial information with respect to the 
     consolidated results of operations and financial position of the Company 
     for the five most recent fiscal years included in the Offering Circular 
     agrees with the corresponding amounts (after restatements where applicable) 
     in the audited consolidated financial statements for such five fiscal 
     years; 
 
          (iv)  On the basis of limited procedures not constituting an audit in 
     accordance with generally accepted auditing standards, consisting of a 
     reading of the unaudited financial statements and other information 
     referred to below, a reading of the latest available interim financial 
     statements of the Company and its subsidiaries, inspection of the minute 
     books of the Company and its subsidiaries since the date of the latest 
     audited financial statements included in the Offering Circular, inquiries 
     of officials of the Company and its subsidiaries responsible for financial 
     and accounting matters and such other inquiries and procedures as may be 
     specified in such letter, nothing came to their attention that caused them 
     to believe that: 
 
                (A) the unaudited consolidated statements of income, 
          consolidated balance sheets and consolidated statements of cash flows 
          included in the Offering Circular are not in conformity with generally 
          accepted accounting principles applied on the basis substantially 
          consistent with the basis for the unaudited condensed consolidated 
          statements of income, consolidated balance sheets and consolidated 
          statements of cash flows included in the Offering Circular; 
 
                (B) any other unaudited income statement data and balance sheet 
          items included in the Offering Circular do not agree with the 
          corresponding items in the unaudited consolidated financial statements 
          from which such data and items were derived, and any such unaudited 
          data and items were not determined on a basis substantially consistent 
          with the basis for the corresponding amounts in the audited 
          consolidated financial statements included in the Offering Circular; 
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               (C) the unaudited financial statements which were not included in 
          the Offering Circular but from which were derived any unaudited 
          condensed financial statements referred to in clause (A) and any 
          unaudited income statement data and balance sheet items included in 
          the Offering Circular and referred to in clause (B) were not 
          determined on a basis substantially consistent with the basis for the 
          audited consolidated financial statements included in the Offering 
          Circular; 
 
               (D) as of a specified date not more than five days prior to the 
          date of such letter, there have been any changes in the consolidated 
          capital stock (other than issuances of capital stock upon exercise of 
          options and stock appreciation rights, upon earn-outs of performance 
          shares and upon conversions of convertible securities, in each case 
          which were outstanding on the date of the latest financial statements 
          included in the Offering Circular or any increase in the consolidated 
          long-term debt of the Company and its subsidiaries, or any decreases 
          in consolidated net current assets or stockholders' equity or other 
          items specified by the Purchasers, or any increases in any items 
          specified by the Purchasers, in each case as compared with amounts 
          shown in the latest balance sheet included in the Offering Circular 
          except in each case for changes, increases or decreases which the 
          Offering Circular discloses have occurred or may occur or which are 
          described in such letter; and 
 
               (F) for the period from the date of the latest financial 
          statements included in the Offering Circular to the specified date 
          referred to in clause (E) there were any decreases in consolidated net 
          revenues or operating profit or the total or per share amounts of 
          consolidated net income or other items specified by the Purchasers, or 
          any increases in any items specified by the Purchasers, in each case 
          as compared with the comparable period of the preceding year and with 
          any other period of corresponding length specified by the Purchasers, 
          except in each case for decreases or increases which the Offering 
          Circular discloses have occurred or may occur or which are described 
          in such letter; and 
 
          (v) In addition to the examination referred to in their report(s) 
     included in the Offering Circular and the limited procedures, inspection of 
     minute books, inquiries and other procedures referred to in paragraphs 
     (iii) and (iv) above, they have carried out certain specified procedures, 
     not constituting an audit in accordance with generally accepted auditing 
     standards, with respect to certain amounts, percentages and financial 
     information specified by the Purchasers, which are derived from the general 
     accounting records of the Company and its subsidiaries, which appear in the 
     Offering Circular, and have compared certain of such amounts, percentages 
     and financial information with the accounting records of the Company and 
     its subsidiaries and have found them to be in agreement. 
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                      Form of Registration Rights Agreement 
 
 



 
 
 
                                   Exhibit B-1 
 
                   List of Persons to Sign Lock-Up Agreements 
 
Gordon L. Stitt 
Stephen Haddock 
Herb Schneider 
Harold L. Covert 
Darrell Scherbarth 
Chris Todd 
Charlie Carinalli 
Promod Haque 
Kenneth Levy 
Lawrence K. Orr 
Peter Wolken 
 
 



 
 
 
Exhibit B-2 
 
                                Lock-Up Agreement 
 
                             Extreme Networks, Inc. 
 
 
                                November __, 2001 
 
Goldman, Sachs & Co. 
     As representative of the several Purchasers 
     named in Schedule I to the Purchase Agreement 
85 Broad Street 
New York, NY 10004 
 
     Re:  Extreme Networks, Inc. - Lock-Up Agreement 
          ------------------------------------------ 
 
Ladies and Gentlemen: 
 
     The undersigned understands that you, as representative, propose to enter 
into a Purchase Agreement on behalf of the several initial purchasers named in 
Schedule I to such agreement (collectively, the "Purchasers"), with Extreme 
Networks, Inc., a Delaware corporation (the "Company"), providing for an 
offering of 3.50% Convertible Subordinated Notes due December 1, 2006 (the 
"Notes") of the Company that will be convertible into shares of the common 
stock, par value $0.001 per share, of the Company (the "Common Stock"). 
 
     In consideration of the agreement by the Purchasers to offer and sell the 
Notes, and of other good and valuable consideration the receipt and sufficiency 
of which is hereby acknowledged, the undersigned agrees that, during the period 
beginning from the date of the final Offering Circular covering the offering of 
the Notes and continuing to and including the date 90 days after the date of 
such final Offering Circular, the undersigned will not offer, sell, contract to 
sell, pledge, grant any option to purchase, make any short sale or otherwise 
dispose of, or exercise any registration rights with respect to, any shares of 
Common Stock, or any options or warrants to purchase any shares of Common Stock, 
or any securities convertible into, exchangeable for or that represent the right 
to receive shares of Common Stock, whether now owned or hereinafter acquired, 
owned directly by the undersigned (including holding as a custodian) or with 
respect to which the undersigned has beneficial ownership within the rules 
 
 
 



 
 
and regulations of the Securities and Exchange Commission (the "SEC") 
(collectively the "Undersigned's Shares"). 
 
     The foregoing restriction is expressly agreed to preclude the undersigned 
from engaging in any hedging or other transaction which is designed to or which 
reasonably could be expected to lead to or result in a sale or disposition of 
the Undersigned's Shares even if such shares would be disposed of by someone 
other than the undersigned. Such prohibited hedging or other transactions would 
include without limitation any short sale or any purchase, sale or grant of any 
right (including without limitation any put or call option) with respect to any 
of the Undersigned's Shares or with respect to any security that includes, 
relates to, or derives any significant part of its value from such shares. 
 
     Notwithstanding the foregoing, the undersigned may transfer the 
Undersigned's Shares (i) as a bona fide gift or gifts, provided that the donee 
or donees thereof agree to be bound in writing by the restrictions set forth 
herein, (ii) to any trust for the direct or indirect benefit of the undersigned 
or the immediate family of the undersigned, provided that the trustee of the 
trust agrees to be bound in writing by the restrictions set forth herein, and 
provided further that any such transfer shall not involve a disposition for 
value, or (iii) with the prior written consent of Goldman, Sachs & Co. on behalf 
of the Purchasers. For purposes of this agreement, "immediate family" shall mean 
any relationship by blood, marriage or adoption, not more remote than first 
cousin. In addition, notwithstanding the foregoing, if the undersigned is a 
corporation, the corporation may transfer the capital stock of the Company to 
any wholly-owned subsidiary of such corporation; provided, however, that in any 
                                                 --------  ------- 
such case, it shall be a condition to the transfer that the transferee execute 
an agreement stating that the transferee is receiving and holding such capital 
stock subject to the provisions of this agreement and there shall be no further 
transfer of such capital stock except in accordance with this agreement, and 
provided further that any such transfer shall not involve a disposition for 
value. The undersigned now has, and, except as contemplated by clause (i), (ii), 
or (iii) above, for the duration of this agreement will have, good and 
marketable title to the Undersigned's Shares, free and clear of all liens, 
encumbrances, and claims whatsoever. The undersigned also agrees and consents to 
the entry of stop transfer instructions with the Company's transfer agent and 
registrar against the transfer of the Undersigned's Shares except in compliance 
with the foregoing restrictions. 
 
 
 



 
 
     The undersigned understands that the Company and the Purchasers are relying 
upon this agreement in proceeding toward consummation of the offering. The 
undersigned further understands that this agreement is irrevocable and shall be 
binding upon the undersigned's heirs, legal representatives, successors, and 
assigns. 
 
                          Very truly yours, 
 
 
                          ----------------------------- 
                          (signature) 
 
 
                          ----------------------------- 
                          Exact Name of Shareholder 
 
                          ----------------------------- 
                          Title 
 



 
 
 
                                                                    EXHIBIT 12.1 
 
                       Statement re: Computation of Ratios 
                    (in thousands, except ratio of earnings) 
 
 
 
                                                                           Six Months Ended 
                                             Fiscal Year Ended June 30,      December 31, 
                                            ---------------------------   ------------------ 
                                              2001      2000      1999     2001       2000 
                                            -------    ------    ------   -------   -------- 
                                                                       
Earnings (loss) from continuing             (91,551)   30,369      33     (67,035)   19,377 
  operations before taxes 
Fixed charges from continuing operations: 
  Interest expense and amortization of 
    debt discount on all indebtedness ...       387       490     398         110       245 
  Interest included in rent .............     3,861     2,700     253       1,931     1,350 
Total fixed charges from continuing 
  operations ............................     4,248     3,190     651       2,041     1,595 
Earnings (loss) before taxes and fixed...   (87,303)   33,559     684     (64,994)   20,972 
  charges................................ 
Ratio of earnings to fixed charges (1)...      --(2)     10.6X   1.05X       --(2)     13.1X 
 
 
(1)  For purposes of computing the ratio of earnings to fixed charges, earnings 
     consist of income before provision for income taxes plus fixed charges. 
     Fixed charges consist of interest charges and that portion of rental 
     expense that we believe to be representative of interest. Earnings were 
     inadequate to cover fixed charges in fiscal 2001 and for the six months 
     ended December 31, 2001. 
 
(2)  Earnings were inadequate to cover fixed charges. 
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                                                                    EXHIBIT 23.2 
 
               Consent of Ernst & Young LLP, Independent Auditors 
 
We consent to the reference to our firm under the caption "Experts" in the 
Registration Statement (Form S-3) and related Prospectus of Extreme Networks, 
Inc. for the registration of $200,000,000 of 3.5% Convertible Subordinated Notes 
due 2006 and the common stock issuable upon conversion of the Notes and to the 
incorporation by reference therein of our report dated July 16, 2001, with 
respect to the consolidated financial statements and schedule of Extreme 
Networks, Inc. for the year ended June 30, 2001 included in its Annual Report on 
Form 10-K, filed with the Securities and Exchange Commission. 
 
 
Palo Alto, California 
February 25, 2002 
 



 
 
                                                                    EXHIBIT 25.1 
 
                       SECURITIES AND EXCHANGE COMMISSION 
                             Washington, D.C. 20549 
 
                                    FORM T-1 
 
                                    -------- 
 
                       STATEMENT OF ELIGIBILITY UNDER THE 
                        TRUST INDENTURE ACT OF 1939 OF A 
                    CORPORATION DESIGNATED TO ACT AS TRUSTEE 
 
                Check if an Application to Determine Eligibility 
                   of a Trustee Pursuant to Section 305(b)(2) [X] 
 
     STATE STREET BANK AND TRUST COMPANY OF CALIFORNIA, NATIONAL ASSOCIATION 
               (Exact name of trustee as specified in its charter) 
 
              United States                                     06-1143380 
    (Jurisdiction of incorporation or                        (I.R.S. Employer 
organization if not a U.S. national bank)                   Identification No.) 
 
633 West 5/th/ Street, 12/th/ Floor, Los Angeles, California      90071 
      (Address of principal executive offices)                  (Zip Code) 
 
           Lynda A. Vogel, Senior Vice President and Managing Director 
         633 West 5/th/ Street, 12/th/ Floor, Los Angeles, California 90071 
                                 (213) 362-7399 
            (Name, address and telephone number of agent for service) 
 
                             Extreme Networks, Inc. 
               (Exact name of obligor as specified in its charter) 
 
               DE                                                77-0430270 
(State or other jurisdiction of                               (I.R.S. Employer 
 incorporation or organization)                              Identification No.) 
 
     3585 Monroe Street, Santa Clara, CA                          95051 
(Address of principal executive offices)                        (Zip Code) 
 
            3.50% Convertible Subordinated Notes due December 1, 2006 
                              (TYPE OF SECURITIES) 
 



 
 
                                     GENERAL 
 
Item 1.   General Information. 
 
          Furnish the following information as to the trustee: 
 
          (a)  Name and address of each examining or supervisory authority to 
          which it is subject. 
 
                Comptroller of the Currency, Western District Office, 50 Fremont 
          Street, Suite 3900, San Francisco, California, 94105-2292 
 
          (b)   Whether it is authorized to exercise corporate trust powers. 
          Trustee is authorized to exercise corporate trust powers. 
 
Item 2.   Affiliations with Obligor. 
 
          If the Obligor is an affiliate of the trustee, describe each such 
          affiliation. 
 
                The obligor is not an affiliate of the trustee or of its parent, 
          State Street Bank and Trust Company. 
 
                (See notes on page 2.) 
 
Item 3.   through Item 15. Not applicable. 
 
Item 16.  List of Exhibits. 
 
     List below all exhibits filed as part of this statement of eligibility. 
 
     1.   A copy of the articles of association of the trustee as now in effect. 
 
               A copy of the Articles of Association of the trustee, as now in 
     effect, is on file with the Securities and Exchange Commission as an 
     Exhibit with corresponding exhibit number to the Form T-1of Western Digital 
     Corporation, filed pursuant to Section 305(b)(2) of the Trust Indenture Act 
     of 1939, as amended (the "Act"), on May 12, 1998 (Registration No. 
     333-52463), and is incorporated herein by reference. 
 
     2.   A copy of the certificate of authority of the trustee to commence 
          business, if not contained in the articles of association. 
 
               A Certificate of Corporate Existence (with fiduciary powers) from 
     the Comptroller of the Currency, Administrator of National Banks is on file 
     with the Securities and Exchange Commission as an Exhibit with 
     corresponding exhibit number to the Form T-1 of Western Digital 
     Corporation, filed pursuant to Section 305(b)(2) of the Act, on May 12, 
     1998 (Registration No. 333-52463), and is incorporated herein by reference. 
 
     3.   A copy of the authorization of the trustee to exercise corporate trust 
          powers, if such authorization is not contained in the documents 
          specified in paragraph (1) or (2), above. 
 
               Authorization of the Trustee to exercise fiduciary powers 
     (included in Exhibits 1 and 2; no separate instrument). 
 
     4.   A copy of the existing by-laws of the trustee, or instruments 
     corresponding thereto. 
 
          A copy of the by-laws of the trustee, as now in effect, is on file 
     with the Securities and Exchange Commission as an Exhibit with 
     corresponding exhibit number to the Form T-1 of Western Digital 
     Corporation, filed pursuant to Section 305(b)(2) of the Act, on May 12, 
     1998 (Registration No. 333-52463), and is incorporated herein by reference. 
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     5.   A copy of each indenture referred to in Item 4. if the obligor is in 
          default. 
 
              Not applicable. 
 
     6.   The consents of United States institutional trustees required by 
          Section 321(b) of the Act. 
 
             The consent of the trustee required by Section 321(b) of the Act is 
             annexed hereto as Exhibit 6 and made a part hereof. 
 
     7.   A copy of the latest report of condition of the trustee published 
          pursuant to law or the requirements of its supervising or examining 
          authority. 
 
             A copy of the latest report of condition of the trustee published 
             pursuant to law or the requirements of its supervising or examining 
             authority is annexed hereto as Exhibit 7 and made a part hereof. 
 
                                    NOTES 
 
     In answering any item of this Statement of Eligibility which relates to 
matters peculiarly within the knowledge of the obligor or any underwriter for 
the obligor, the trustee has relied upon information furnished to it by the 
obligor and the underwriters, and the trustee disclaims responsibility for the 
accuracy or completeness of such information. 
 
     The answer furnished to Item 2. of this statement will be amended, if 
necessary, to reflect any facts which differ from those stated and which would 
have been required to be stated if known at the date hereof. 
 
                                    SIGNATURE 
 
     Pursuant to the requirements of the Trust Indenture Act of 1939, as 
amended, the trustee, State Street Bank and Trust Company of California, 
National Association, a national banking association, organized and existing 
under the laws of the United States of America, has duly caused this statement 
of eligibility to be signed on its behalf by the undersigned, thereunto duly 
authorized, all in the City of Los Angeles, and State of California, on the 
twenty first day of February, 2002. 
 
                                      STATE STREET BANK AND TRUST COMPANY 
                                      OF CALIFORNIA, NATIONAL ASSOCIATION 
 
 
                                      By:     /s/   Paula Oswald 
                                            ------------------------------------ 
                                      NAME Paula Oswald 
                                      TITLE Vice President 
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                                    EXHIBIT 6 
 
                             CONSENT OF THE TRUSTEE 
 
     Pursuant to the requirements of Section 321(b) of the Trust Indenture Act 
of 1939, as amended, in connection with the proposed issuance by Extreme 
Networks, Inc. of its Convertible Subordinated Notes, we hereby consent that 
reports of examination by Federal, State, Territorial or District authorities 
may be furnished by such authorities to the Securities and Exchange Commission 
upon request therefor. 
 
                                      STATE STREET BANK AND TRUST COMPANY 
                                      OF CALIFORNIA, NATIONAL ASSOCIATION 
 
 
                                      By:   /s/    Paula Oswald 
                                        ---------------------------------------- 
                                      NAME Paula Oswald 
                                      TITLE Vice President 
 
Dated:  February 21, 2002 
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                                    EXHIBIT 7 
 
Consolidated Report of Condition and Income for A Bank With Domestic Offices 
Only and Total Assets of Less Than $100 Million of State Street Bank and Trust 
Company of California, a national banking association duly organized and 
existing under and by virtue of the laws of the United States of America, at the 
close of business December 31, 2001, published in accordance with a call made by 
                  ----------------- 
the Federal Deposit Insurance Corporation pursuant to the required law: 12 
U.S.C. Section 324 (State member banks); 12 U.S.C. Section 1817 (State nonmember 
banks); and 12 U.S.C. Section 161 (National banks). 
 
 
 
 
                                                                                   Thousands 
                                                                                  of Dollars 
                                                                                
ASSETS 
Cash and balances due from depository institutions: 
   Noninterest-bearing balances and currency and coin ..........................    11,525 
   Interest-bearing balances ...................................................         0 
Securities .....................................................................         0 
Federal funds sold and securities purchased 
   under agreements to resell in domestic offices 
   of the bank and its Edge subsidiary .........................................         0 
 
Loans and lease financing receivables: 
    Loans and leases, net of unearned income ...................................         0 
    Allowance for loan and lease losses ........................................         0 
    Allocated transfer risk reserve ............................................         0 
    Loans and leases, net of unearned income and allowances ....................         0 
Assets held in trading accounts ................................................         0 
Premises and fixed assets ......................................................         8 
Other real estate owned ........................................................         0 
Investments in unconsolidated subsidiaries .....................................         0 
Intangible assets ..............................................................         0 
Other assets ...................................................................     1,525 
                                                                                    ------ 
 
Total assets ...................................................................    13,058 
                                                                                    ====== 
 
LIABILITIES 
 
Deposits: 
    In domestic offices ........................................................         0 
        Noninterest-bearing ....................................................         0 
        Interest-bearing .......................................................         0 
    In foreign offices and Edge subsidiary .....................................         0 
        Noninterest-bearing ....................................................         0 
        Interest-bearing .......................................................         0 
Federal funds purchased and securities sold under 
    agreements to repurchase in domestic offices of 
    the bank and of its Edge subsidiary ........................................         0 
Demand notes issued to the U.S. Treasury and Trading Liabilities ...............         0 
Other borrowed money ...........................................................         0 
Subordinated notes and debentures ..............................................         0 
Bank's liability on acceptances executed and outstanding .......................         0 
Other liabilities ..............................................................     7,770 
 
Total liabilities ..............................................................     7,770 
                                                                                    ------ 
EQUITY CAPITAL 
Perpetual preferred stock and related surplus ..................................         0 
Common stock ...................................................................       500 
Surplus ........................................................................       750 
Undivided profits and capital reserves/Net unrealized holding gains (losses)....     4,038 
Cumulative foreign currency translation adjustments ............................         0 
 
Total equity capital ...........................................................     5,228 
                                                                                    ------ 
Total liabilities and equity capital ...........................................    13,058 
                                                                                    ====== 
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I, John J. Saniuk, Vice President and Comptroller of the above named bank do 
hereby declare that this Report of Condition and Income for this report date 
have been prepared in conformance with the instructions issued by the 
appropriate Federal regulatory authority and is true to the best of my knowledge 
and belief. 
 
                                                   /s/ John J. Saniuk 
 
We, the undersigned directors, attest to the correctness of this Report of 
Condition and declare that it has been examined by us and to the best of our 
knowledge and belief has been prepared in conformance with the instructions 
issued by the appropriate Federal regulatory authority and is true and correct. 
 
 
                                                   /s/ Alan D. Greene 
                                                   /s/ Bryan R. Calder 
                                                   /s/ Lynda A. Vogel 
 
 
 
 




