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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
March 28, 2002

TO THE STOCKHOLDERS:

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of COHERENT, INC. (the "Company"), a Delaware corporation,
will be held on March 28, 2002 at 5:30 p.m., local time, at the Company's principal offices located at 5100 Patrick Henry Drive, Santa Clara,
California 95054, for the following purposes:

(D
To elect seven directors to serve for the ensuing year and until their successors are duly elected (Proposal One);

)
To ratify the adoption of the Company's 2001 Stock Plan pursuant to which 2,800,000 shares of Common Stock are
reserved for issuance (Proposal Two);

3)
To ratify the appointment of Deloitte & Touche LLP as independent public accountants to the Company for the fiscal
year ending September 28, 2002 (Proposal Three); and

€]

To transact such other business as may properly be brought before the meeting and any adjournment(s) thereof.
The foregoing items of business are more fully described in the Proxy Statement accompanying this Notice.
Stockholders of record at the close of business on February 8, 2002 are entitled to notice of and to vote at the meeting.
All stockholders are cordially invited to attend the meeting. However, to assure your representation at the meeting, you are urged to mark,
sign, date and return the enclosed proxy card as promptly as possible in the postage-prepaid envelope enclosed for that purpose. Any stockholder

attending the meeting may vote in person even if he or she has returned a proxy.

Sincerely,

/s BERNARD J. COUILLAUD
Bernard J. Couillaud

President and Chief Executive
Officer

Santa Clara, California
February 18, 2002
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YOUR VOTE IS IMPORTANT

In order to assure your representation at the meeting, you are requested to complete, sign and date the enclosed proxy card as promptly
as possible and return it in the enclosed envelope.

COHERENT, INC.

5100 PATRICK HENRY DRIVE
SANTA CLARA, CALIFORNIA 95054

PROXY STATEMENT

INFORMATION CONCERNING SOLICITATION AND VOTING
General

The enclosed Proxy is solicited on behalf of the Board of Directors of COHERENT, INC. (the "Company") for use at the Annual Meeting
of Stockholders to be held at the Company's principal offices located at 5100 Patrick Henry Drive, Santa Clara, California 95054, on March 28,
2002 at 5:30 p.m., local time, and at any adjournment(s) thereof, for the purposes set forth herein and in the accompanying Notice of Annual
Meeting of Stockholders. The Company's telephone number at the address above is (408) 764-4000. These proxy solicitation materials were
mailed on or about February 18, 2002 to all stockholders entitled to vote at the meeting.

Record Date and Share Ownership

Stockholders of record at the close of business on February 8, 2002 (the "Record Date") are entitled to notice of and to vote at the meeting
and at any adjournment(s) thereof. At the Record Date, 28,678,579 shares of the Company's Common Stock, $0.01 par value, were issued and
outstanding.

Revocability of Proxies

Any proxy given pursuant to this solicitation may be revoked by the person giving it at any time before its use (i) by delivering to the
Company at its principal offices (Attention: Scott H. Miller, Senior Vice President and General Counsel) a written notice of revocation or a duly
executed proxy bearing a later date or (ii) by attending the meeting and voting in person.

Voting and Solicitation
On all matters, other than the election of directors, each share has one vote. See "Election of Directors Vote Required."

The cost of this solicitation will be borne by the Company. The Company has retained the services of D.F. King & Co., Inc. (the
"Solicitor") to aid in the solicitation of proxies from brokers, bank nominees and other institutional owners. The Company estimates that it will
pay the Solicitor a fee not to exceed $3,500 for its services and will reimburse the Solicitor for certain out-of-pocket expenses estimated to be
$5,000. In addition, the Company may reimburse brokerage firms and other persons representing beneficial owners of shares for their expenses
in forwarding solicitation material to such beneficial owners. Proxies may also be solicited by certain of the Company's directors, officers and
regular employees, without additional compensation, personally or by telephone or facsimile.

Quorum; Abstentions; Broker Non-Votes

The Company's Bylaws provide that stockholders holding a majority of the shares of Common Stock issued and outstanding and entitled to
vote on the Record Date shall constitute a quorum at meetings of stockholders. Shares that are voted "FOR," "AGAINST" or "WITHHELD" on
a matter are treated as being present at the meeting for purposes of establishing a quorum and are also treated as "entitled to vote on the subject
matter" (the "Votes Cast") at the Annual Meeting and with respect to such matter.

Although there is no definitive statutory or case law authority in Delaware as to the proper treatment of abstentions, the Company believes
that abstentions should be counted for purposes of determining the presence or absence of a quorum for the transaction of business and the total
number of Votes Cast with respect to a particular matter (other than the election of directors). Accordingly, with the exception of the proposal
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for the election of directors, abstentions will have the same effect as a vote against the proposal. Because directors are elected by a plurality vote,
abstentions in the election of directors have no impact once a quorum exists.

In a 1988 Delaware case, Berlin v. Emerald Partners, the Delaware Supreme Court held that, although broker non-votes may be counted
for purposes of determining the presence or absence of a quorum for the transaction of business, broker non-votes should not be counted for
purposes of determining the number of Votes Cast with respect to the particular proposal on which the broker has expressly not voted. Broker
non-votes with respect to proposals set forth in this Proxy Statement will therefore not be considered "Votes Cast" and, accordingly, will not
affect the determination as to whether the requisite majority of Votes Cast has been obtained with respect to a particular matter.

Deadline for Receipt of Stockholder Proposals

The Company currently intends to hold its 2003 Annual Meeting of Stockholders in March 2003 and to mail proxy statements relating to
such meeting in February 2003. Proposals of stockholders of the Company that are intended to be presented by such stockholders at the 2003
Annual Meeting must be received by the Company no later than October 21, 2002 and must otherwise be in compliance with applicable laws
and regulations in order to be considered for inclusion in the proxy statement and form of proxy relating to that meeting.

The attached proxy card grants to the proxyholders discretionary authority to vote on any matter raised at the Annual Meeting of
Stockholders. If a stockholder intends to submit a proposal at the Company's 2003 Annual Meeting of Stockholders which is not eligible for
inclusion in the proxy statement relating to the meeting and the stockholder fails to give the Company notice in accordance with the
requirements set forth in the Securities Exchange Act of 1934, as amended ("the Exchange Act"), no later than January 6, 2003, then the proxy
holders will be allowed to use their discretionary authority when and if the proposal is raised at the Company's 2003 Annual Meeting of
Stockholders.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires the Company's officers and directors, and persons who own
more than ten percent of a registered class of the Company's equity securities, to file reports of ownership and changes in ownership with the
Securities and Exchange Commission (the "SEC") and the National Association of Securities Dealers. Such officers, directors and ten-percent
stockholders are also required by SEC rules to furnish the Company with

copies of all forms that they file pursuant to Section 16(a). Based solely on its review of the copies of such forms received by the Company, or
on written representations from certain reporting persons that no other reports were required for such persons, the Company believes that, during
fiscal 2001, its directors, officers and ten-percent stockholders complied with all applicable Section 16(a) filing requirements.

Security Ownership of Certain Beneficial Owners and Management

The following table sets forth as of February 8, 2002 certain information with respect to the beneficial ownership of the Company's
Common Stock by (i) any person (including any "group" as that term is used in Section 13(d)(3) of the Exchange Act) known by the Company
to be the beneficial owner of more than 5% of the Company's voting securities, (ii) each director and each nominee for director to the Company,
(iii) each of the executive officers named in the Summary Compensation Table appearing herein, and (iv) all executive officers and directors of
the Company as a group. The Company does not know of any arrangements, including any pledge by any person of securities of the Company,
the operation of which may at a subsequent date result in a change of control of the Company.

Number of Percent
Name and Address Shares of Total(1)
Oppenheimer Funds, Inc. (2) 3,168,000 11.05%

498 71 Avenue

New York, NY 10018

PRIMECAP Management (3) 2,420,000 8.44%
225 S. Lake Ave, #400

Pasadena, CA 91101

Franklin Advisers, Inc. (4) 2,161,907 7.54%
One Franklin Parkway

San Mateo, CA 94403
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Number of Percent
Name and Address Shares of Total(1)
Lord, Abbett & Co. (5) 1,451,255 5.06%
90 Hudson Street
Jersey City, NJ 07302
Bernard, J. Couillaud, PhD (6) 241,876 *
Henry E. Gauthier (7) 101,330 *
Robert J. Quillinan (8) 66,568 &
John Ambroseo, PhD (9) 47,500 *
Frank P. Carrubba (10) 35,000 &
Jerry E. Robertson (11) 36,500 *
Charles W. Cantoni (12) 22,000 &
Vittorio Fossati-Bellani 13,543 *
Kevin McCarthy (13) 10,589 &
John H. Hart (14) 10,000 *
All directors and executive officers as a group (12 persons) (15) 658,760 2.27%

Represents less than 1%.
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Beneficial ownership is determined in accordance with the rules of the Securities and Exchange Commission (the "SEC") and
generally includes voting or investment power with respect to the securities. In computing the number of shares beneficially owned by
a person and the percentage ownership of that person, each share of Coherent Common Stock subject to options held by that person
that will be exercisable on or before April 9, 2002, are deemed outstanding. Such shares, however, are not deemed outstanding for the
purpose of computing the percentage ownership of any other person.

As reported on Form SC 13G/A filed with the SEC on December 31, 2001.

As reported on Form SC 13G/A filed with the SEC on January 10, 2002.

As reported on Form SC 13G/A filed with the SEC on September 30, 2001.

As reported on Form SC 13G/A filed with the SEC on January 16, 2002.

Includes 192,000 shares issuable upon exercise of options held by Dr. Couillaud which are currently exercisable or will become
exercisable within 60 days of February 8, 2002.

Includes 47,000 shares issuable upon exercise of options held by Mr. Gauthier which are currently exercisable or will become
exercisable within 60 days of February 8, 2002.

Includes 55,016 shares issuable upon exercise of options held by Mr. Quillinan which are currently exercisable or will become
exercisable within 60 days of February 8, 2002.

Includes 4,230 shares issuable upon exercise of options held by Dr. Ambroseo which are currently exercisable or will become
exercisable within 60 days of February 8, 2002.
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(10)
Includes 15,000 shares issuable upon exercise of options held by Mr. Carrubba which are currently exercisable or will become
exercisable within 60 days of February 8, 2002.
an
Includes 5,000 shares issuable upon exercise of options held by Mr. Robertson which are currently exercisable or will become
exercisable within 60 days of February 8, 2002.
(12)
Includes 12,000 shares issuable upon exercise of options held by Mr. Cantoni which are currently exercisable or will become
exercisable within 60 days of February 8, 2002.
(13)
Includes 10,000 shares issuable upon exercise of options held by Mr. McCarthy which are currently exercisable or will become
exercisable within 60 days of February 8, 2002.
(14
Includes 10,000 shares issuable upon exercise of options held by Mr. Hart which are currently exercisable or will become exercisable
within 60 days of February 8, 2002.
15)
Includes an aggregate of 379,246 options which are currently exercisable or will become exercisable within 60 days of February 8,
2002.
4
PROPOSAL ONE
ELECTION OF DIRECTORS
Nominees

A board of seven (7) directors is to be elected at the Annual Meeting of Stockholders. Unless otherwise instructed, the proxy holders will
vote the proxies received by them for the Company's nominees named below. Each nominee has consented to be named a nominee in the proxy
statement and to continue to serve as a director if elected. If any nominee becomes unable or declines to serve as a director, if additional persons
are nominated at the meeting or if stockholders are entitled to cumulate votes, the proxy holders intend to vote all proxies received by them in
such a manner (in accordance with cumulative voting) as will assure the election of as many of the nominees listed below as possible (or, if new
nominees have been designated by the Board of Directors, in such a manner as to elect such nominees), and the specific nominees to be voted
for will be determined by the proxy holders.

The Company is not aware of any reason that any nominee will be unable or will decline to serve as a director. The term of office of each
person elected as a director will continue until the next Annual Meeting of Stockholders or until a successor has been elected and qualified.
There are no arrangements or understandings between any director or executive officer and any other person pursuant to which he is or was to be
selected as a director or officer of the Company.

The names of the nominees, all of whom are currently directors of the Company, and certain information about them as of the Record Date,
are set forth below.

Director

Name of Director Age Since Principal Occupation

Bernard J. Couillaud, PhD 57 1996  President and Chief Executive Officer of the
Company

Henry E. Gauthier (1) (3) 61 1983  Chairman of the Board of Directors of the
Company

Charles W. Cantoni (2) (3) 66 1983  Owner, Cantoni Consulting

Frank P. Carrubba (2) (3) 64 1989
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Director
Name of Director Age Since Principal Occupation
Retired Chief Technical Officer, Phillips
Electronics N.V.
John H. Hart (1) (2) 55 2000 Retired, Sr. Vice President and Chief
Technical Officer, 3Com Corporation
Jerry E. Robertson (1) (2) 69 1994  Retired Executive Vice President, Life

Sciences Sector and Corporate Services
Division, 3M

Robert J. Quillinan 54 2001  Executive Vice President and Chief
Financial Officer

ey

Member of the Compensation Committee.
)

Member of the Audit Committee.
3

Member of the Nominating Committee.

There is no family relationship between any director or executive officer of the Company.

Dr. Couillaud has served as our President and Chief Executive Officer as well as a member of our Board of Directors since July 1996.
Dr. Couillaud served as Vice President and General Manager of the Coherent Laser Group from March 1992 to July 1996. From July 1990 to
March 1992, Dr. Couillaud served as Manager of our Advanced Systems Business Unit, and from September 1987 to July 1990 he served as
Director of Research and Development for the Coherent Laser Group. From November 1983, when he joined us, to September 1987,
Dr. Couillaud held various managerial positions with us. Dr. Couillaud received his PhD in Chemistry from Bordeaux University, Bordeaux,
France.

Mr. Gauthier has served on our Board of Directors since 1983 and as our Chairman of the Board since 1997. From August 1988 until his
retirement in June 1996, Mr. Gauthier served as our President and Chief Operating Officer. He served as President and Chief Executive Officer
of Coherent, Inc. from March 1983 through July 1988 and as President of Coherent General, Inc. from June 1986 through January 1987.

Mr. Gauthier served as General Manager of the Coherent Medical Group from May 1987 through July 1988.

Mr. Cantoni has served on our Board of Directors since 1983. Since June 1998, Mr. Cantoni has been providing management and medical
consulting services through Cantoni Consulting, of which Mr. Cantoni is the founder. From October 1994 to June 1998, Mr. Cantoni served as
Vice President of Quinton Instruments, Inc., a manufacturer of medical instrumentation products.

Mr. Carrubba has served on our Board of Directors since 1989. From September 1991 to April 1997, Mr. Carrubba served as Executive
Vice President and Chief Technical Officer of Phillips Electronics, N.V., a large consumer electronics company. Mr. Carrubba serves as a
member of the Board of Directors of Exar Corporation, a manufacturer of mixed-signal integrated circuits for the communications and video and
imaging markets.

Mr. Hart has served on our Board of Directors since March 2000. From September 1990 to September 2000 Mr. Hart served as a Senior
Vice President and Chief Technical Officer of 3Com Corporation, a manufacturer of data network systems. Mr. Hart serves as a member of the
Board of Directors of PLX Technologies, Inc.

Mr. Robertson has served on our Board of Directors since 1994. From 1986 to 1994, Mr. Robertson served as Executive Vice President of
the Life Sciences Sector and Corporate Services Division of 3M, a large diversified company whose businesses include selling health care
products. Mr. Robertson serves as a member of the Board of Directors of Steris Corporation and Choice Hotels International.
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Mr. Quillinan has served on our Board of Directors since 2001. Since July 1984, Mr. Quillinan has served as Executive Vice President and
Chief Financial Officer of the Company.

Board Meetings and Committees

The Board of Directors of the Company held a total of five meetings during the fiscal year ended September 29, 2001. No director serving
during such fiscal year attended fewer than 75% of the aggregate of all meetings of the Board of Directors and the committees of the Board upon
which such director served. The Board of Directors has three committees: the Audit Committee, the Compensation Committee and the
Nominating Committee.

The Audit Committee of the Board of Directors, which consists of directors Cantoni, Carrubba, Hart, and Robertson, held seven meetings
during the last fiscal year. The Audit Committee recommends engagement of the Company's independent public accountants. In addition, the
Audit Committee is primarily responsible for approving the services performed by the Company's independent public accountants and for
reviewing and evaluating the Company's accounting principles and its system of internal accounting controls.

The Compensation Committee of the Board of Directors consists of directors Robertson, Gauthier, and Hart, and held four meetings during
the last fiscal year. The Compensation Committee reviews and approves the Company's executive compensation policy and grants stock options
to employees of the Company, including officers pursuant to the Company's stock option plans.

The Nominating Committee was established in January 1998 and consists of directors Carrubba, Cantoni, and Gauthier. The Nominating
Committee held one meeting during the last fiscal year. The Nominating Committee reviews candidates for officers and directors and makes
recommendations with respect to such candidates. The Nominating Committee will consider nominees recommended by stockholders. Although
there are no formal procedures for stockholders to nominate persons to serve as directors, stockholders wishing to submit nominations should
notify the Company at its principal offices (Attention: Scott H. Miller, Senior Vice President and General Counsel) of their intent to do so. To be
considered by the Nominating Committee, nominations must be received on or before the deadline for receipt of stockholder proposals. See
"Information Concerning Solicitation and Voting Deadline for Receipt of Stockholder Proposals."

Director Compensation

In fiscal year 2001, members of the Board of Directors who were not employees of the Company received $16,000 plus $1,500 per meeting
attended plus $750 per committee meeting attended and were reimbursed for their expenses incurred in attending such meetings.

The Company's 1990 Directors' Stock Option Plan (the "Directors' Option Plan") was adopted by the Board of Directors on December 8§,
1989 and was approved by the stockholders on March 29, 1990. The Directors' Option Plan was amended by the Board of Directors on
January 25, 1996, and the amendment was approved by the stockholders on March 20, 1996. The Directors' Option Plan terminated on
December 8, 1999 and no further options will be granted under this plan. The Directors' Option Plan provided for the automatic and
non-discretionary grant of a non-statutory stock option to purchase 20,000 shares of the Company's Common Stock to each non-employee
director on the later of the effective date of the Directors' Option Plan or the date on which such person became a director. Thereafter, during the
term of the Directors' Option Plan, each non-employee director was automatically granted a non-statutory stock option to purchase 5,000 shares
of Common Stock on the date of and immediately following each Annual Meeting of Stockholders at which such non-employee director was
reelected to serve on the Board of Directors, if, on such date, he or she had served on the Board for at least three months. Such plan provided that
the exercise price shall be equal to the fair market value of the Common Stock on the date of grant of the options.

Two non-employee directors each have been granted options to purchase 65,000 shares of the Company's Common Stock under the
Directors' Option Plan at a weighted average exercise price of $11.62 per share. One non-employee director has been granted options to
purchase 45,000 shares of the Company's Common Stock under such plan at a weighted average exercise price of $13.73 per

share. One non-employee director has been granted options to purchase 30,000 shares of the Company's Common Stock under such plan at a
weighted average exercise price of $21.33 per share. As of February 8, 2002, options have been granted to purchase 295,000 shares under the
Directors' Option Plan.
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The Company's 1998 Directors' Stock Option Plan (the "1998 Directors' Plan") was adopted by the Board of Directors on November 24,
1998 and was approved by the stockholders on March 17, 1999. 100,000 shares of Common Stock were reserved for issuance thereunder. Under
the terms of the 1998 Directors' Plan, the number of shares reserved for issuance thereunder is increased each year by the number of shares
necessary to restore the total number of shares reserved to 100,000 shares. The 1998 Director's Plan replaced the Directors' Option Plan which
expired on December 8, 1999. Like its predecessor, the 1998 Directors' Plan provides for the automatic and non-discretionary grant of a
non-statutory stock option to purchase 20,000 shares of the Company's Common Stock to each non-employee director on the date on which such
person becomes a director. Thereafter, each non-employee director will be automatically granted a non-statutory stock option to purchase 5,000
shares of Common Stock on the date of and immediately following each Annual Meeting of Stockholders at which such non-employee director
is reelected to serve on the Board of Directors, if, on such date, he or she has served on the Board for at least three months. Such plan provides
that the exercise price shall be equal to the fair market value of the Common Stock on the date of grant of the options.

Four non-employee directors have each been granted options to purchase 10,000 shares of the Company's Common Stock under such plan
at a weighted average exercise price of $56.88. One non-employee director has been granted options to purchase 25,000 shares of the Company's
Common Stock under such plan at a weighted average exercise price of $68.20 per share. As of February 8, 2002, options had been granted to
purchase 70,000 shares of the Company's Common Stock under the 1998 Directors' Plan.

Option Grants in Last Fiscal Year to Directors

The following table shows options granted to each director of the Company during the last fiscal year. All options were granted under the
1998 Directors' Plan, except for the options granted to Dr. Couillaud and Mr. Quillinan, which were granted under the Company's 1995 Stock
Plan.

Option Grants to Directors During Last Fiscal Year

Number of

Name Options

Bernard J. Couillaud, PhD 200,000
Robert J. Quillinan 70,000
Henry E. Gauthier 5,000
Charles W. Cantoni 5,000
Frank P. Carrubba 5,000
John H. Hart 5,000
Jerry E. Robertson 5,000

Option Exercises in Last Fiscal Year by Directors

The following table shows, as to each non-employee director, information concerning options exercised under the Directors' Option Plan
during the last fiscal year. No options granted under the 1998 Directors' Plan were exercised during the last fiscal year.

Option Exercises in Last Fiscal Year by Directors

Shares Acquired Value
Name On Exercise Realized(1)
Charles W. Cantoni 5,000 $ 130,438
Frank Carrubba 5,000 $ 111,875
Henry E. Gauthier (2) 22,000 $ 581,680
Jerry E. Robertson 10,000 $ 189,063

)
The value realized is calculated based on market value less exercise price. The market value of underlying securities is based on the
closing price of the Company's Common Stock as reported by the NASDAQ National Market on the date of exercise.
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Represents shares exercised under the Company's 1987 Stock Option Plan.
Compensation Committee Interlocks and Insider Participation

The Compensation Committee is composed of Directors Robertson, Gauthier, and Hart. Mr. Gauthier and the Company have entered into a
Management Transition Agreement pursuant to which the Company agreed to provide him with benefits under the Company's medical, dental
and life insurance plans.

Except as set forth above, none of the members of the Compensation Committee is currently or has been at any time since the beginning of
the last fiscal year, an officer or employee of the Company. No member of the Compensation Committee serves as a member of the board of
directors or compensation committee of any entity that has one or more executive officers serving as a member of the Company's Board of
Directors or Compensation Committee.

Vote Required

Every stockholder voting for the election of directors may cumulate such stockholder's votes and give one candidate a number of votes
equal to the number of directors to be elected multiplied by the number of votes to which the stockholder's shares are entitled. Alternatively, a
stockholder may distribute his or her votes on the same principle among as many candidates as the stockholder thinks fit, provided that votes
cannot be cast for more than seven candidates. However, no stockholder shall be entitled to cumulate votes for a candidate unless (i) such
candidate's name has been placed in nomination prior to the voting and (ii) the stockholder, or any other stockholder, has given notice at the
meeting prior to the voting of the intention to cumulate the stockholder's votes.

If a quorum is present and voting, the seven nominees receiving the highest number of votes will be elected to the Board of Directors. See

"Information Concerning Solicitation and Voting Quorum; Abstentions; Broker Non-Votes."

MANAGEMENT RECOMMENDS THAT STOCKHOLDERS VOTE "FOR"
THE NOMINEES LISTED ON PAGE 5

PROPOSAL TWO

APPROVAL OF THE 2001 STOCK PLAN

The Company's 2001 Stock Plan (the "Stock Plan") was adopted by the Board of Directors in November 2001 and reserved 2,800,000
shares of Common Stock for issuance thereunder. As of February 18, 2002, no options had been granted pursuant to the Stock Plan. At the
Annual Meeting, the stockholders are being asked to ratify the adoption of the Stock Plan and the reservation of 2,800,000 shares of Common
Stock for issuance thereunder.

The Stock Plan is structured to allow the Board of Directors broad discretion in creating equity incentives in order to assist the Company in
attracting, retaining and motivating the best available personnel for the successful conduct of the Company's business. The Company believes
that linking compensation to corporate performance motivates employees and consultants to improve stockholder value. The Company has,
therefore, consistently included equity incentives as a significant component of compensation for its employees and consultants. This practice
has enabled the Company to attract and retain the talent that it continues to require. In addition, in order to retain the services of the Company's
current employees, it will be necessary to grant additional options to these employees as older options become fully vested. With the demand for
highly skilled employees and consultants still very high, especially in the technology industries, management believes it is critical to the
Company's success to maintain competitive compensation programs.

Required Vote

If a quorum is present, the affirmative vote of a majority of the Votes Cast will be required to approve the adoption the Stock Plan.

10
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MANAGEMENT RECOMMENDS THAT STOCKHOLDERS VOTE "FOR"
THE ADOPTION OF THE COMPANY'S 2001 STOCK PLAN

The material features of the Stock Plan are outlined below:
Summary of the 2001 Stock Plan

General. The Stock Plan provides for the grant of options to purchase shares of the Company's Common Stock to employees (including
officers) and consultants. Options granted under the Stock Plan may either be "incentive stock options" as defined in Section 422 of the Internal
Revenue Code of 1986, as amended (the "Code"), or nonstatutory stock options, as determined by the Board of Directors or a committee
designated by the Board.

Purpose. The general purposes of the Stock Plan are to attract and retain the best available personnel for positions of substantial
responsibility, to provide additional incentive to the employees and consultants of the Company and to promote the success of the Company's
business.

Administration. The Stock Plan is administered by the Board of Directors ("Board") or a committee designated by the Board
("Committee"), as may be necessary to comply with the rules governing plans intended to qualify as discretionary grant plans under Rule 16b-3.

Eligibility. The Stock Plan provides that nonstatutory stock options may be granted to employees (including officers) and consultants of
the Company and its majority-owned subsidiaries. Incentive stock

10

options may be granted only to employees. The Board or the Committee shall determine which eligible persons shall be granted options.

Grant Limitation. The Stock Plan provides that no employee or consultant shall be granted, in any fiscal year of the Company, options
and stock purchase rights to purchase more than 250,000 shares of Common Stock. An employee may also be granted options in connection with
his or her initial employment to purchase up to 250,000 shares, an amount that is not to be counted against the annual limit of the preceding
sentence.

Exercise Price. The exercise price of options granted under the Stock Plan is determined by the Board or the Committee and must not be
less than 100% of the fair market value of the Company's Common Stock at the time of grant. Incentive stock options granted to stockholders
owning more than 10% of the voting stock of the Company, if any, are subject to the additional restriction that the exercise price per share of
each option must be at least 110% of the fair market value at the time of grant.

Exercise of Option. Options become exercisable at such times as are determined by the Board or the Committee and are set forth in the
individual option agreements. Generally, options granted to newly hired employees vest as to 25% per year over a four (4) year period.
Subsequent options, which are granted to existing employees, generally vest as to 100% of the shares on the third or fourth anniversary date of
the date of grant. An option is exercised by giving written notice to the Company specifying the number of full shares of Common Stock to be
purchased and tendering payment of the purchase price. The method of payment of the exercise price for the shares purchased upon exercise of
an option shall be determined by the Board or the Committee.

Termination. The Stock Plan gives the Board or the Committee the authority to vary the terms of the individual option agreements.
However, generally, if the optionee ceases to be an employee or consultant for any reason other than death or disability, then the optionee shall
have the right to exercise an existing unexercised option within ninety (90) days after the date of termination, but only to the extent that the
optionee was entitled to exercise such option at the date of such termination. If such termination is due to death or disability within the meaning
of Section 422(c) of the Code, the optionee (or the optionee's legal representative) shall have the right to exercise an existing unexercised option
at any time within twelve (12) months of the termination date, but only to the extent that the optionee was entitled to exercise such option at the
date of such termination. In no event shall an option be exercisable beyond the option term.

Termination of Options. Options granted under the Stock Plan expire as determined by the Board or Committee, but in no event later than
ten (10) years from date of grant. No option may be exercised by any person after its expiration.
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Nontransferability of Options. An option is non-transferable by the optionee other than by will or laws of descent and distribution, and is
exercisable during an optionee's lifetime only by the optionee.

Adjustments upon Change in Capitalization. 'The number of shares covered by each outstanding option, and the exercise price thereof,
shall be proportionately adjusted for any increase or decrease in the number of issued shares resulting from a change in the Company's

capitalization, such as a stock split, reverse stock split, stock dividend, recapitalization or other change in the capital structure of the Company.
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Transfer of Control. In the event that the Company is acquired in any merger, consolidation, acquisition of assets or like occurrence, each
outstanding option shall be assumed or an equivalent option or right substituted by a successor corporation. If such options are not assumed, they
become fully exercisable prior to the closing of such merger or consolidation. Any option which is neither assumed nor exercised as of the date
of such merger or consolidation will terminate upon the effectiveness thereof.

Amendment or Termination of the Stock Plan. The Board may amend, alter, suspend or terminate the Stock Plan or any part thereof from
time to time, with respect to any shares at such time not subject to options; provided, however, that without the approval of a majority of the
Company's stockholders, no amendment may (a) increase the number of shares reserved for issuance under the Stock Plan, (b) change the
designation of the class of persons eligible to receive options or (c) amend the provisions to defeat the stated purpose. In any event, the Plan
shall terminate ten (10) years from its approval by the stockholders of the Company.

Federal Income Tax Information

Incentive Stock Options. An optionee who is granted an incentive stock option does not generally recognize taxable income at the time the
option is granted or upon its exercise, although the exercise may subject the optionee to the alternative minimum tax. Upon a disposition of the
shares more than two years after grant of the option and one year after exercise of the option, any gain or loss is treated as long-term capital gain
or loss. If these holding periods are not satisfied, the optionee recognizes ordinary income at the time of disposition equal to the difference
between the exercise price and the lower of (i) the fair market value of the shares at the date of the option exercise or (ii) the sale price of the
shares. Any gain or loss recognized on such a premature disposition of the shares in excess of the amount treated as ordinary income is treated as
long-term or short-term capital gain or loss, depending on the holding period. A different rule for measuring ordinary income upon such a
premature disposition may apply if the optionee is an officer, director, or 10% stockholder of the Company. The Company is entitled to a
deduction in the same amount as the ordinary income recognized by the optionee.

Nonstatutory Stock Options. An optionee does not recognize any taxable income at the time he or she is granted a nonstatutory stock
option. Upon exercise, the optionee recognizes taxable income generally by the excess of the then fair market value of the shares over the
exercise price. Any taxable income recognized in connection with an option exercise by an employee of the Company is subject to tax
withholding by the Company. The Company is entitled to a deduction in the same amount as the ordinary incom