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The Challenge of Change: A Focus on Transformation

Good morning and welcome to the 2001 PNM Annual Shareholders Meeting.

You know, I'd bet that no utility CEO has given an annual meeting speech
this year without talking about change. For nearly a decade, change has been our
constant theme here at PNM - and this year may top the charts. Change in our
industry, 1in our business structure, 1in regulation, change that has been more
rapid, more far-reaching, and less predictable than anyone would have believed
possible.

I wish I could say we'd anticipated all these changes - But I can't.

Look at how the situation has developed in California over the past 12
months - while some market turbulence was anticipated, I don't believe anyone in
our industry could honestly say they saw that coming with all its ramifications.

But I can tell you that we are continually learning how to respond to
change and make it work for us to benefit customers, shareholders and employees.
Adapting quickly and effectively to changing circumstances has become the focus
for transformation of our company.

When we met last year, we were preparing PNM for the opening of retail
electric competition here in New Mexico and the fundamental restructuring of our
business, which was scheduled to begin this year. But events in California
overtook those carefully laid plans, and New Mexico has now postponed its
schedule for retail electric competition, delaying the separation of our
delivery and commodity businesses.

In authorizing that delay, legislators recognized that PNM cannot stand
still while others move ahead. PNM Resources, our proposed holding company, will
look somewhat different than originally planned but it will allow us to continue
on the path we embarked on nearly a decade ago.

Some things have not, and will not, change for PNM. Serving the people of
New Mexico remains the vital core of our business. In this role, our utility
mission remains unchanged: to deliver safe, reliable energy and provide
customers with information that can help them better manage their energy use. In
short, provide Energy Confidence. Our efforts to improve service and increase
efficiency have enabled New Mexico consumers to benefit from some of the lowest
electric bills in the United States. PNM retail customers today are paying 13
percent less for electricity than they did in 1985 -46 ©percent less, when
adjusted for inflation.
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In fact, PNM is the only investor-owned wutility in New Mexico that has not
increased its electric rates in the last 12 months. Being a low cost electricity
provider is a change for the better for PNM and our customers.

Unfortunately, over the past year we, along with the rest of the nation,
have faced -escalating natural gas costs, which have truly been difficult for
customers. While we have consistently provided gas service to customers at costs
well below the national average, wutility bill increases are a change not
everyone can handle, even if they are lower than they are in Arizona, Colorado
or Kansas. We know these kind of changes are hard and that's why we've taken
steps to change how we purchase gas for customers, and how we charge customers
for that energy.

We've spread those higher costs out over more months so customers aren't
hit so hard during the winter heating season. We have substantially boosted the
contribution PNM shareholders gave to our Good Neighbor fund, contributing
nearly $500,000 in this past winter heating season to help those customers who
most need assistance. And we have stepped up our efforts to work with
residential and small Dbusiness customers to conserve energy and lower their
energy bills.

During just one month, January of this year, more than 2,000 PNM customers
took advantage of our offer for a free energy analysis. So far this year, more
than 5,000 customers have requested these energy audits, compared to 4,000 such

requests for all of last year. We will continue to emphasize these and other new
initiatives to help customers.

While we will not lose sight of our wutility mission, the other half of
PNM's business has assumed growing importance in our strategic plan. PNM's power
generation and wholesale power trading operations now contribute more than half
of the company's total revenues, and we see continued growth ahead.

Successfully managing all these changes becomes more of a challenge every
day. We have learned to respond quickly, not just to day-to-day shifts in the
market, but also to the shifting currents of political and regulatory action at
the federal level.

The latest change was the Federal Energy Regulatory Commission's June 18
decision expanding price controls throughout the Western wholesale power market.
While we are still watching the effect of that order on the current market, we
do not believe it will adversely affect the Company in the long term.

However, major market interventions 1like price caps have a ripple effect
with unintended consequences.

Price caps, while well-intentioned, will discourage new investment in power
plants - the very thing that must be encouraged if the supply imbalance is to be
addressed. Energy policy must be focused on increasing supply and reducing
demand. Price caps accomplish neither of these.

The new order also creates a 10 percent price premium for all power flowing
into California - an incentive, 1if you will, to sell power there despite the
increased credit risk. The unintended consequence may well be that available
power will flow to California increasing California's supply, but at the expense
of the rest of the West.

PNM customers, however, can be assured that we have adequate capacity
for now. We also have a rate freeze in place that keeps rates at current levels
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until 2003, regardless of wholesale market prices. PNM customers can also rely
on our commitment to ensuring continued, reliable service.

We are also proud of helping bring price stability and supply security to
other New Mexicans through an agreement we announced yesterday with Texas New

Mexico Power. Under the terms of that contract, PNM will meet all the
electricity needs of TNP's customers in southwestern New Mexico over the next
five years. To help provide the 100 megawatts of power needed to meet that
commitment, we are proceeding with plans to build a new generating plant near

Las Cruces. That new generating station should be in operation next fall.

Whatever actions federal regulators take to try and control prices, one
fact remains clear: there is a significant shortage of electric power in the
Western United States today that will likely persist for a few years.

While PNM has an adequate power supply for now, we can't take it for
granted. New Mexico and the nation need an energy policy that addresses
increasing energy use and future requirements for growth, while fostering
improved energy efficiency technologies.

PNM relies on coal, nuclear and natural gas to generate electricity, and we
have a keen interest 1in adding renewable energy to this portfolio. We are
investigating new opportunities in wind power and in new technologies that will
allow us to site smaller generating units closer to where the power is needed.
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Our proposed transaction with Western Resources will also vastly expand
PNM's generation resources - and our market reach -- by giving us access to
Midwestern wholesale markets, as well as adding more than 600,000 new customers
to our retail customer base.

Changing energy needs will also require new energy solutions. While we
continue to concentrate first on our core utility operations and second on our
growing wholesale power business, through our Avistar subsidiary we will seek
out selective strategic investments that complement and enhance PNM's
competencies in the areas of electricity production, energy trading and utility
operations.

Our vision is to be the best merchant wutility in America - a company whose
primary focus is on efficiently delivering energy to customers in its service
territory and expanding our generation and power trading Dbusiness on a regional
basis.

We are committed to increasing our financial strength and providing an

attractive total return to shareholders. In the 12 1/2 months since our last
annual meeting, PNM total shareholder return - dividend plus the increase in
stock price —-- has been 105 percent, compared to 26 percent for other stocks in

our peer group and a loss of 1/2 percent in for the Dow Jones Industrial
Average.

While I am pleased that PNM stock today is trading at more than twice its
price at this time last vyear, we continue to believe that PNM stock is
undervalued. I believe this is partly due to our small size in a consolidating
industry and partly due to investor uncertainty, both in regards to our proposed
acquisition of Western Resources and our future in the Western power market.

The Western Resources transaction is a transforming event for our company.
We are awaiting a final decision from Kansas regulators regarding Western's
pending electric rate case. That decision is expected later this month. After we
have assessed the potential impact of that rate order, we will present this
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As to our future in the wholesale power market here in the West, I believe
our track record over the past 10 years speaks for itself. Yes, the market is
changing; in fact it's evolving at a pace undreamed of just a few years ago. But
we have demonstrated the ability to thrive on that change, and I am confident we
can continue to do so.

Our success over the last 12 months, and the ability to continue to succeed
in the future, 1is most dependent on one thing - our people. They have been
through a lot over the 1last 10 vyears - and have the scars to prove it. I
couldn't be more pleased to have the opportunity to work with them in service to
our customers and owners.

Our path is full of bumps but our folks have demonstrated commitment and,
increasingly, creativity to enable our continued progress. It's also special
when the culture of our company receives recognition, as in this month's issue
of Fortune magazine. Fortune recognized your company as one of America's best
companies for minorities, and THE BEST for Hispanics. While this is only one
aspect of our corporate culture, it is an exceptionally important one that helps
us do a better job in the markets we serve.

Thank you for your confidence in PNM. Now I'd like to answer any questions
you may have.

R>

Reducing the availability of our cash flow to fund working capital, capital expenditures, acquisitions and other general corporate
purposes, and limiting our ability to obtain additional financing for these purposes;

Limiting our flexibility in planning for, or reacting to, and increasing our vulnerability to, changes in our business, the industry in
which we operate and the general economy; and

Placing us at a competitive disadvantage compared to our competitors that have less debt or are less leveraged.
Any of the above-listed factors could have an adverse effect on our business, financial condition and results of operations and our ability to meet
our payment obligations under our outstanding liabilities.

We are pursuing a working capital credit facility and may require additional capital to reduce our vulnerability to economic downturns and
position us to adequately respond to business challenges or opportunities, and this capital may not be available on acceptable terms or at all.

Upon emergence from Chapter 11 under the Plan, we expect Reorganized Holdings preliminary and unaudited cash and cash equivalents to be
approximately $35 million after satisfying anticipated requirements for cash and expense payments in connection with consummation of the
Plan. We are pursuing commitments for a working capital credit facility for up to $20 million, which would be effective on or after our
emergence from Chapter 11. The consent of the holders of a majority of the New Senior Secured Notes outstanding would be necessary for our
entry into such working capital facility. We may have difficulty obtaining such consent, if at all. We cannot provide assurances that we will be
able to obtain a working capital facility on terms acceptable to us, if at all.
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If we should fail to obtain a working capital facility on terms satisfactory to us, we may not have sufficient operating capital. Without sufficient
operating capital, our business, results of operations and financial position would be extremely vulnerable to disruptions or downturns in the
economy. In addition, we may be unable to adequately respond to business challenges or opportunities that may arise, including but not limited
to the need to develop new products or enhance our existing products, maintaining or expanding research and development projects, the need to
build inventory or invest other cash to support business growth and opportunities to acquire complementary businesses and technologies.

We also may need to engage in equity financings to obtain additional funds. If we raise additional funds through further issuances of equity or
convertible debt securities, our existing shareholders could suffer significant dilution, and any new equity securities we issue could have rights,
preferences and privileges superior to those of the holders of our New Common Shares. Further, pursuant to the Plan, our New Senior Secured
Notes restrict our ability to obtain additional debt financing. Any working capital financing obtained by us in the future could include restrictive
covenants relating to our capital raising activities and other financial and operational matters, which may make it more difficult for us to obtain
additional capital and to pursue business opportunities, including potential acquisitions. In addition, we may not be able to obtain additional
financing on terms favorable to us or at all. If we are unable to obtain adequate financing or financing on terms satisfactory to us when we
require it, our ability to continue to support our business growth and to respond to business challenges could be significantly limited. In addition,
the terms of any additional equity or debt issuances may adversely affect the value and price of our New Common Shares.
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Due to the prevailing global economic conditions that largely began in 2008, many businesses do not have access to the capital markets on
acceptable terms. In addition, as a result of this global credit market crisis, conditions for acquisition activities have become very difficult as
tight global credit conditions have adversely affected the ability of potential buyers to finance acquisitions. Although these conditions have not
immediately affected our current plans, these adverse conditions are not likely to improve significantly in the near future and could have a
negative impact on our ability to execute on future strategic activities.

The pursuit of the Chapter 11 has consumed and will continue to consume a substantial portion of the time and attention of our
management.

The requirements of the Chapter 11 Cases have consumed, and will continue to consume, a substantial portion of our management s time and
attention and leave them with less time to devote to the operations of our business. This diversion of management s attention may have a material
adverse effect on the conduct of our business, and, as a result, on our financial condition and results of operations, particularly if the Chapter 11
Cases continue for a protracted period.

We may experience increased levels of employee attrition due to the Chapter 11 Cases.

Because of the Chapter 11 Cases, our employees are facing considerable distractions and uncertainty. In addition, due to the global economic
environment, we have conducted reductions of our workforce during 2008 and 2009. A loss of key personnel or a substantial reduction in our
workforce or material erosion of employee morale could have a material adverse effect on our business, particularly if the Chapter 11 Cases are
protracted. Our ability to motivate and retain key employees is restricted by provisions of the Bankruptcy Code, which limit or prevent our
ability to implement a retention program or take other measures intended to motivate key employees to remain with us throughout the pendency
of the Chapter 11 Cases without Court approval. If the economy continues to improve and the demand for qualified personnel increases, the
Company may be at a greater competitive disadvantage due to these limitations. The loss of the services of certain members of our senior
management could impair our ability to execute our strategy and, as a result, could have a material adverse effect on our results of operations
and financial condition.

We could be subject to claims made after the date that we filed for bankruptcy and other claims that are not discharged in the Chapter 11
Cases, which could have a material adverse effect on our results of operations and financial condition.

We are currently subject to claims in various legal proceedings and may become subject to other legal proceedings in the future. Although we
will seek to satisfy and discharge all claims made against us prior to the date of the bankruptcy filing (which claims are generally stayed during
the Chapter 11 Cases), we may not be successful in doing so. Any claims arising after the date of our bankruptcy filing, and possibly certain
other claims that arose prior to the filing, may not be subject to discharge in the Chapter 11 Cases. The outcome of each of these claims,
including our ability to have such claims satisfied and discharged in the Chapter 11 Cases, cannot, at this time, be determined, nor can the
liability that may potentially result from a negative outcome be reasonably estimated presently for every case. The liability that we may
ultimately incur with respect to any of these claims (in the event of a negative outcome) may be in excess of amounts that have currently been
accrued with respect to such claims and, as a result, may have a material adverse effect on our results of operations and financial condition.

Risks that Relate to our Review of Historic Revenue Transactions, Restatement of Historic Consolidated Financial Statements and Control
Procedures

The matters relating to the review of our accounting practices and the recent restatement of our historical consolidated financial statements,
including pending litigation, could have a material adverse effect on us.

In connection with the closing of our financial statements for the quarter ended September 26, 2008, we discovered errors in the timing of
revenue recognition of certain sales transactions in our Semiconductor Systems Segment. As a result of discovering these revenue recognition
errors, we undertook a review of sales transactions in our Semiconductor Systems Segment and Precision Technology Segment for fiscal years
2006, 2007 and 2008. As a result of this review, we announced that the previously issued financial statements contained in the Company s
Quarterly Reports on Form 10-Q for the periods ended March 28, 2008 and June 27, 2008 and Annual Reports on Form 10-K for the fiscal years
ended December 31, 2007 and December 31, 2006 should no longer be relied upon. Additionally, we undertook a review of sales transactions in
our Semiconductors Systems Segment and Precision Technology Segment during years 2004 and 2005, which we subsequently restated as
reflected in the Annual Report on Form 10-K for the fiscal year ended December 31, 2008. These efforts resulted in the delay of the filing of the
Annual Report on Form 10-K for the fiscal year ended December 31, 2008, as well as our Quarterly Reports on Form 10-Q for the quarterly
periods ended September 26, 2008, April 3, 2009, July 3, 2009, October 2, 2009 and April 2, 2010 and our Annual Report on Form 10-K for the
year ended December 31, 2009 to correct the errors and prepare restated historical consolidated financial statements. Such reviews are
collectively referred to as the Revenue Review. The Revenue Review and the resulting restatements have required us to incur substantial
expenses for legal, accounting, tax and other professional services and have diverted our management s attention from our business and could in
the future adversely affect our business, financial condition, results of operations and cash flows.
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The restatement of our prior financial statements has also exposed us to litigation. In December 2008, a shareholder class action complaint was
filed in the United States District Court for the District of Massachusetts against us and two former officers. That complaint asserts claims under
the federal securities laws, specifically Sections 10(b) and 20(a) of the Exchange Act, relating to the restatement of our financial results for
2006, 2007, and the first two quarters of 2008. The complaint alleges that we issued a series of false or misleading statements to the market
concerning our revenues, earnings, and financial condition. The plaintiffs contend that such statements caused our stock price to be artificially
inflated and seek unspecified damages. In May 2010, we reached an agreement in principle to settle the litigation subject to confirmatory
discovery and approval of the court.

The SEC has initiated a formal investigation relating to the review of our accounting practices and the restatement of our historical
consolidated financial statements which could have a material adverse impact on us.

In addition to the litigation prompted by our restatement, we received a notice from the SEC indicating that the SEC is conducting a formal
investigation relating to our historical accounting practices and the restatement of our historical consolidated financial statements. We are
cooperating fully with the SEC investigation. The conduct and resolution of the SEC investigation and related matters could be time-consuming,
expensive and distracting to the conduct of our business. In the event that the investigation results in an adversarial action or proceeding being
brought against us, or any of our current or former officers or directors, our business (including our ability to complete financing transactions),
and the trading price of our securities, may be adversely impacted. Additionally, if the SEC investigation continues for a prolonged period of
time, it may have the same impact regardless of the ultimate outcome of the investigation. In the event of an adverse judgment in any action or
proceeding, we may be required to pay damages or penalties, or other remedies may be imposed upon us, which could have a material adverse
impact on our business, financial condition, results of operations and cash flows.

Additionally, while we believe we have made appropriate judgments in determining the correct reporting periods for restated revenues, the SEC
may disagree with the manner in which we have accounted for and reported, or not reported, the financial impact. Accordingly, there is a risk we
may have to further restate our historical financial statements, amend prior filings with the SEC, or take other actions not currently
contemplated.

Our Audit Committee, management and independent auditors have identified material weaknesses in our internal controls, and we may be
unable to develop, implement and maintain appropriate controls in future periods.

In connection with the review and restatement of our financial statements, our Audit Committee, management team and independent registered
public accounting firm identified certain weaknesses in our internal controls that have been considered to be material weaknesses and significant
deficiencies. Specifically, our material weaknesses include: inadequate and ineffective controls over the financial statement close process;
inadequate and ineffective controls over the accounting for revenue recognition; inadequate and ineffective controls over the accounting for
income taxes; and, inadequate and ineffective controls over the evaluation process for the impairment assessment for goodwill, intangible assets
and other long-lived assets. Prior to the remediation of these material weaknesses, there remains risk that the transitional controls on which we
currently rely will fail to be sufficiently effective, which could result in a material misstatement of our financial position or results of operations
and require a restatement.

We are currently designing and implementing a new environment of procedures and controls intended to address the material weaknesses
described above. While this design and implementation phase is underway, we are relying on extensive manual procedures, including the
significant utilization of outside accounting professionals, to assist us with meeting the objectives otherwise fulfilled by an effective controls
environment. We note that a system of procedures and controls, no matter how well conceived and operated, can provide only reasonable, not
absolute, assurance that the objectives of the control system are met. Because of the inherent limitations in all systems of procedures and
controls, no evaluation can provide absolute assurance that all control issues including instances of fraud, if any, have been detected. These
inherent limitations include the realities that judgments in decision-making can be faulty, and breakdowns can occur because of simple error or
mistake. Additionally, procedures and controls can be circumvented by the individual acts of some persons, by collusion of two or more people,
or by management override. The design of any system of procedures and controls also is based in part upon certain assumptions about the
likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential future
conditions. Over time, our systems of procedures and controls, as we further develop and enhance them, may become inadequate because of
changes in conditions, or the degree of compliance with the policies or procedures may deteriorate. Because of the inherent limitations in a
cost-effective system of procedures and controls, misstatements due to error or fraud may occur and not be detected and could be material and
require a restatement of our financial statements.
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If we are unable to maintain appropriate internal controls, we may not have adequate, accurate or timely financial information, and we may be
unable to meet our reporting obligations or comply with the requirements of the SEC or the Sarbanes-Oxley Act of 2002, which could result in
the imposition of sanctions, including the inability of registered broker dealers to make a market in our common shares, or investigation by
regulatory authorities. Any such action or other negative results caused by our inability to meet our reporting requirements or comply with legal
and regulatory requirements or by disclosure of an accounting, reporting or control issue could adversely affect the trading price of our
securities. Further and continued determinations that there are significant deficiencies or material weaknesses in the effectiveness of our internal
controls could also reduce our ability to obtain financing or could increase the cost of any financing we obtain and require additional
expenditures to comply with applicable requirements.

Risks Relating to Noncompliance with NASDAQ and SEC Requirements

NASDAQ has made a delisting determination with respect to our common shares, we are not presently in compliance with all applicable
continued listing requirements or standards of the NASDAQ Global Select Market, and we are not listed on any other national securities
exchange. It will likely be more difficult for shareholders to sell our common shares or to obtain accurate quotations of the share price of
our common shares.

As aresult of our failure to timely file certain of our periodic reports with the SEC, on November 3, 2009, we received a delisting determination
from The NASDAQ Stock Market ( NASDAQ ) and were also notified that trading in our common shares would be suspended effective on
November 5, 2009. Although we timely appealed the determination of the NASDAQ Hearings Panel (the Panel ) to the NASDAQ Listing and
Hearing Review Council (the Listing Council ), on January 15, 2010, the Listing Council notified the Company that it affirmed the Panel s
decision to delist the Company s securities. On March 15, 2010, the Company received notification from the Board of Directors of The

NASDAQ Stock Market LLC (the NASDAQ Board ) that it has declined to call for review the January 15, 2010 decision of the Listing Council.
Accordingly, pursuant to Listing Rule 5825, the Listing Council s decision represents the final decision of NASDAQ. In accordance with Listing
Rule 5830 and Rule 12d2-2 under the Exchange Act, NASDAQ filed an application on Form 25 with the SEC on April 5, 2010, to delist the
Company s securities from NASDAQ. The Company s securities were delisted on April 15, 2010.

In addition to our failure to timely file required periodic reports, we are not in compliance with certain other continued listing requirements of
NASDAQ. For example, the NASDAQ rules require that, among other things, we maintain a minimum bid price of at least $1 per share. On
September 16, 2009, we were notified by NASDAQ that the closing bid price per share of our common shares had been below $1 per share for
thirty consecutive business days and, in accordance with applicable NASDAQ rules, we were given an exception until March 15, 2010 to regain
compliance with the minimum bid price standard. The NASDAQ rules also require that we hold an annual shareholders meeting within twelve
months of our fiscal year end. In connection with our previously mentioned appeal to the Listing Council, we notified NASDAQ that we were
unable to hold an annual shareholders meeting in fiscal year 2009, as required, although we recently announced that a meeting date in September
2010 will be set for the Company s next annual shareholders meeting. In addition, the NASDAQ rules provide that NASDAQ has discretion to
suspend or terminate the listing of a company that files for protection under the Bankruptcy Code. Each of the foregoing may have contributed to
the Listing Council s decision to affirm the Panel s decision to delist our common shares. As a result of the NASDAQ delisting determination, the
Company s common shares are currently quoted on the Pink OTC Markets Inc., continuing under the trading symbol GSIGQ. Stocks trading on
the over-the-counter market are typically less liquid than stocks that trade on a national securities exchange. Trading on the over-the-counter
market may also negatively impact the trading price of our common shares. In addition, the liquidity of our common shares may be impaired, not
only in the number of shares that are bought and sold, but also through delays in the timing of transactions, and coverage by security analysts

and the news media, if any, of our Company. Shareholders may find it difficult to resell their shares of the New Common Shares due to the
delisting proceedings. The delisting of our common shares from NASDAQ may also result in other negative implications, including the potential
loss of confidence by customers, strategic partners and employees, and loss of institutional investor interest in our common shares.
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We recently discovered that we have inadvertently failed to file with the SEC a registration statement relating to securities issued under our
2006 Plan. As a result, we may have engaged in multiple issuances of duly authorized but unregistered securities and we may be subject to
enforcement proceedings, fines, sanctions and/or penallties.

It has come to our attention that between March 2007 and March 2010, we inadvertently issued unregistered shares to fifty-two employees and
directors under our 2006 Plan in an amount of approximately 773,037 common shares with a total fair market value at the date of issuance of
approximately $3.9 million. These securities were also issued without an appropriate restrictive legend.

Although we believed that we and our counsel at the time had filed the appropriate registration statement on Form S-8, it came to our attention
during the preparation of the Annual Report on Form 10-K for the year ended December 31, 2008 that a registration statement on Form S-8 or
other appropriate form had not been filed and the issuances were not made pursuant to a valid exemption from the applicable federal and state
securities laws. Accordingly, it may be determined that such issuances were not exempt from registration or qualification under federal and state
securities laws, and we did not obtain the required registrations or qualifications. As a result, we may be subject to, enforcement proceedings,
fines, sanctions and/or penalties.

We may be unable to timely file certain periodic reports with the SEC.

We did not timely file with the SEC our Annual Report on Form 10-K for the year ended December 31, 2008 or our Quarterly Report on Form
10-Q for the quarter ended September 26, 2008; and have yet to file our Annual Report on Form 10-K for the year ended December 31, 2009;

nor our Quarterly Reports on Form 10-Q for each of the quarters ended April 3, 2009, July 3, 2009, October 2, 2009 and April 2, 2010. We may
continue to be unable to timely file our annual and quarterly periodic reports with the SEC in the future. Our financial team is too small for a
company of our size. We may require substantial time to identify, incent and hire qualified personnel to augment our financial team. In addition,
as a result of acquisitions completed by us, we continue to be delayed in the preparation of our financial reports due to the ongoing integration of
multiple financial reporting systems. Following the commencement of the Chapter 11 Cases, our management has been particularly strained by
the considerable attention required for administering the Chapter 11 Cases. In addition, due to the continuing demands on management s time and
attention in connection with the Chapter 11 Cases, as well as any attrition that we may experience in the future, we cannot make any assurances

as to whether or when we will be able to complete and file our periodic reports in the future.

Also as a result of our delayed filings with the SEC, we will be ineligible to register our securities on Form S-3 for sale by us or resale by others
until one year from the date the last delinquent filing is made. We may use Form S-1 to raise capital or complete acquisitions, but doing so could
increase transaction costs and adversely impact our ability to raise capital or complete acquisitions of other companies in a timely manner.

We may be unable to timely file certain periodic reports with the Canadian Securities Administrators ( CSA ).

We are a reporting issuer in each of the provinces of Canada but are, as of the date of this Rights Offering Packet, in default of certain
continuous disclosure filing obligations in each of such jurisdictions. We did not timely file with the SEC our Annual Report on Form 10-K for
the year ended December 31, 2008 or our Quarterly Report on Form 10-Q for the quarter ended September 26, 2008; and have yet to file our
Annual Report on Form 10-K for the year ended December 31, 2009; nor our Quarterly Reports on Form 10-Q for each of the quarters ended
April 3, 2009, July 3, 2009, October 2, 2009 and April 2, 2010 and similarly were unable to meet our reporting obligations with the CSA in a
timely manner. As a result of our delayed filings with the CSA, we are also subject to certain management cease trade orders and an undertaking
that restrict us and our senior officers from trading our securities until the required filings have been made or the management cease trades
orders have been revoked. We may continue to be unable to timely file our annual and quarterly periodic reports with the CSA in the future.

Risks that are Derived from our Operations

The results of our operations could be adversely affected by economic and political conditions and the effects of these conditions on our
customers businesses and level of business activity.

A large portion of our sales are dependent on the need for increased capacity or replacement of inefficient manufacturing processes, because of
the capital-intensive nature of our customers businesses. These sales also tend to lag behind in an economic recovery longer than other
businesses. There was a rapid softening of the economy and tightening of the financial markets in the second half of 2008 that continued into the
first half of 2009. This slowing of the economy reduced the financial capacity of our customers and possibly our potential customers, thereby
slowing spending on the products and services we provide. We have experienced improvement in 2010 but if such improvement is not
sustainable or if a new general economic slowdown commences, we may not be able to meet anticipated revenue levels on a quarterly or annual
basis. A severe and/or prolonged economic downturn or a negative or uncertain political climate could adversely affect our customers financial
condition and the timing or levels of business activity of our customers and the industries we serve. This may reduce the demand for our
products or depress pricing for our products and have a material adverse effect on our results of operations. Changes in global economic
conditions could also shift demand to products or services for which we do not have competitive advantages, and this could negatively affect the
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amount of business that we are able to obtain. In addition, if we are unable to successfully anticipate changing economic and political conditions,
we may be unable to effectively plan for and respond to those changes, and our business could be negatively affected.

10



Edgar Filing: PUBLIC SERVICE CO OF NEW MEXICO - Form 425

Our business depends significantly upon capital expenditures which are subject to cyclical market fluctuations.

The semiconductor and electronics materials processing industries are cyclical and have historically experienced periods of oversupply, resulting
in downturns in demand for capital equipment, including the products that we manufacture. The timing, length and severity of these cycles, and
their impact on our business, are difficult to predict. Further, our order levels or results of operations for a given period may not be indicative of
order levels or results of operations for subsequent periods. We cannot assure investors that demand for our products will increase or that
demand will not decrease. For the foreseeable future, our operations will continue to depend upon industries that are subject to market cycles,
which, in turn, could adversely affect the market for our products.

Cyclical variations may have the most pronounced effect on our Semiconductor Systems Segment, which concentrates in the semiconductor
and electronics industries.

There is no assurance that we will not be impacted from future economic slowdowns as we have experienced in previous cyclical fluctuations or
that the impact will be more or less significant compared to historical fluctuations.

Our business success depends upon our ability to respond to fluctuations in product demand.

If business declines, we may be required to reduce costs while at the same time maintaining the ability to motivate and retain key employees. We
must also continually invest in research and development which may inhibit our ability to reduce costs in a down cycle. Additionally, long
product lead-times create a risk that we may purchase or manufacture inventories of products that we are unable to sell. While we practice
inventory management, we can offer no assurances that our efforts to mitigate this risk will be successful.

During a period of increasing demand and rapid growth, we must be able to increase manufacturing capacity quickly.

Our inability to quickly increase production in response to a surge in demand could prompt customers to look for alternative sources of supply or
leave our customers without a supply, both of which events could harm our reputation and make it difficult for us to retain our existing
customers or to obtain new customers.

The success of our business requires that we continually innovate.

Technology requirements in our markets are consistently advancing. We must continually introduce new products that meet evolving customer
needs. Our ability to grow depends on the successful development, introduction and market acceptance of new or enhanced products that address
our customer s requirements. Developing new technology is a complex and uncertain process requiring us to accurately anticipate technological
and market trends and meet those trends with responsive products. Additionally, this requires that we manage the transition from older products
to minimize disruption in customer ordering patterns, avoid excess inventory and ensure adequate supplies of new products. Failed market
acceptance of new products or problems associated with new product transitions could harm our business.

Delays in delivery of new products could have a negative impact on our business.

Our research and development efforts may not lead to the successful introduction of products within the time period our customers demand. Our
competitors may introduce new or improved products, processes or technologies that make our current or proposed products obsolete or less
competitive. We may encounter delays or problems in connection with our research and development efforts. Product development delays may
result from numerous factors, including:

changing product specifications and customer requirements;

the inability to manufacture products cost effectively;

difficulties in reallocating engineering resources and overcoming resource limitations;

changing market or competitive product requirements; and
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unanticipated engineering complexities.
New products often take longer to develop, have fewer features than originally considered desirable and achieve higher cost targets than initially
estimated. There may be delays in starting volume production of new products and/or new products may not be commercially successful.

Our reliance upon third party distribution channels subjects us to credit, inventory, business concentration and business failure risks beyond
our control.

We sell products through resellers, distributors, original equipment manufacturers ( OEMs ) and system integrators. We sell certain lasers through
a 50% owned Indian joint venture. The holder of the other 50% of the joint venture is not a related party. Selling products through third parties

can subject us to credit and business risks. Our sales also depend upon the ability of our OEM customers to develop and sell systems that
incorporate our products. Adverse economic conditions, large inventory positions, limited marketing resources and other factors influencing

these OEM customers could have a substantial impact upon our financial results. We can not assure investors that our OEM customers will not
experience financial or other difficulties that could adversely affect their operations and, in turn, our financial condition or results of operations.

Our quarterly results of operations may fluctuate in the future. As a result, we may fail to meet or exceed the expectations of securities
analysts or investors, which could cause our stock price to decline.

We sell a relatively small number of high revenue semiconductor systems within any period. These systems are complex and may have multiple
elements for customer delivery including overall systems, spare parts, extended warranties, installation and training and may be subject to
customer acceptance criteria. In certain transactions, we recognize all or a portion of revenue upon shipment provided title and risk of loss has
passed to the customer, evidence of an arrangement exists, fees are contractually fixed or determinable, collectability is reasonably assured
through historical collection results and regular credit evaluations, and there are no uncertainties regarding the receipt or timing of customer
acceptance. As a result, it is often difficult to project the timing of product revenue recognition. Consequently, our revenue and financial results
could vary significantly from expectations in a particular quarter if anticipated orders from even a few customers are not received and fulfilled in
time to satisfy customer obligations to the extent necessary to permit revenue to be recognized under generally accepted accounting principles.
In addition, our product order backlog at the beginning of each quarter may not include all systems needed to achieve expected revenues for that
quarter. Because we may build systems according to forecast, the absence of a significant backlog for an extended period of time could
adversely affect financial results.

Customer order timing and other factors beyond our control may lead to an inability to meet our financial forecasts.

Changes in customer order timing and the existence of certain other factors beyond our control may lead to our inability to meet financial
forecasts. Such factors include:

fluctuations in our customers businesses;

timing and recognition of revenues from customer orders;

timing and market acceptance of new products or enhancements introduced by us or our competitors;

availability of parts from our suppliers and the manufacturing capacity of our subcontractors;

timing and level of expenditures for sales, marketing and product development;

changes in the prices of our products or of our competitors products; and

fluctuations in exchange rates for foreign currency.
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A large percentage of our sales come from products with high selling prices and significant lead times. We may receive several large orders in
one quarter from a customer and then receive no orders from that customer in the next quarter. As a result, the timing and recognition of sales
from customer orders can cause significant fluctuations in our operating results from quarter to quarter.

A delay in a shipment or failure to meet our revenue recognition criteria near the end of a reporting period due, for example, to rescheduling or
cancellations by customers or to unexpected difficulties experienced by us, may cause sales in the period to fall significantly below expectations
and may have materially adverse effects on our operations for that period. Our inability to adjust quickly enough could magnify the adverse
effects of that revenue shortfall on our results of operations.

As a result of these factors, our results of operations for any quarter are not necessarily indicative of results to be expected in future periods. We
believe that fluctuations in quarterly results may cause the market prices of our common shares to fluctuate, perhaps substantially.
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Our director and officer liability insurance may not cover the Company s exposure in the securities class action litigation.

As disclosed above, in December 2008, a shareholder class action complaint was filed in the United States District Court for the District of
Massachusetts against us and two former officers. That complaint asserts claims under the federal securities laws, specifically Sections 10(b) and
20(a) of the Exchange Act, relating to the restatement of our financial results for 2006, 2007, and the first two quarters of 2008. The complaint
alleges that we issued a series of false or misleading statements to the market concerning our revenues, earnings, and financial condition. The
plaintiffs contend that such statements caused our stock price to be artificially inflated and seek unspecified damages. In May 2010, we reached
an agreement in principle to settle the litigation subject to confirmatory discovery and approval of the court.

The agreement in principle contemplates that the Company s insurance carrier will contribute to the settlement. The total settlement amount is
well within the Company s insurance policy limits; the Company s contribution to the settlement amount would be minimal and reflects the
balance of the company s self-insured retention. The agreement in principle is subject to a number of contingencies including confirmatory
discovery by the Lead Plaintiff, after which Lead Plaintiff may affirm or void the agreement in principle, preliminary and final approval by the
United States District Court for the District of Massachusetts, and to the extent required by law, approval by the Bankruptcy Court. If the
agreement in principle is not finalized, there are no assurances that any future settlement or judgment will either be covered by the Company s
liability insurance policies or fall within their limits.

We maintain significant cash balances, and in the past we have maintained and may in the future maintain foreign exchange contracts,
where significant changes in interest rates, credit ratings or foreign currency rates could result in materially adverse effects to income.

These balances create financial exposure to changing interest and currency rates. We have attempted to mitigate these risks by, in the past and
possibly in the future, purchasing foreign exchange contracts, and by investing in United States government issued treasury bills. However, if
long term interest rates or foreign currency rates were to change rapidly, we could incur material losses. Further, if management chooses to
invest in less risk adverse investment vehicles, the risk of losing principal and/or interest could increase.

International operations are an expanding part of our business and our operations in foreign countries subject us to risks not faced by
companies operating exclusively in the United States.

During the year ended December 31, 2008, 69.3% of our revenue was derived from operations outside of the United States. The scope of our
international operations subjects us to risks which could materially impact our results of operations including:

foreign exchange rate fluctuations;

social unrest in countries where we operate;

climatic or other natural disasters in regions where we operate;

increases in shipping costs or increases in fuel costs;

longer payment cycles;

acts of terrorism;

greater difficulty in collecting accounts receivable;

use of incompatible systems and equipment;
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problems staffing and managing foreign operations in diverse cultures;

protective tariffs;

trade barriers and export/import controls;

transportation delays and interruptions;

reduced protection for intellectual property rights in some countries;

government currency control and restrictions, delays, penalties or required withholdings on repatriation of earnings; and

the impact of recessionary foreign economies.
We cannot predict whether the United States or any other country will impose new quotas, tariffs, taxes or other trade barriers upon the
importation of our products or supplies or gauge the effect that new barriers would have on our financial position or results of operations.

A significant portion of our sales are derived from our European operations and transacted primarily in Euros while our products mainly are
manufactured in the U.S. As a result of the declining value of the Euro, we may experience a decline in revenues we repatriate to the U.S. In
addition, because our products are mainly manufactured in the U.S., we may have to increase the sale prices on our products sold in Europe in
order to maintain sales margins and recover costs. This may have a materially adverse impact on our operations, revenues and profits.
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There are inherent risks as we increase our focus on overseas operations.

We manufacture certain products in plants in the United Kingdom and China. Manufacturing in overseas locations creates risks, including the
possibility that as operations are transferred or expanded in foreign locations we may not be able to produce products to the quality standards or
deliver products on time as our customers have come to expect. This possibility may come about due to an inability to find qualified personnel
overseas. It is also possible that after an overseas transition, we may find that we have been producing products with latent defects that come to
light only after a long period of operation. Transitioning a business to an overseas location has many additional risks such as developing solid
financial, enterprise resource planning (ERP) and customer relationship management (CRM) systems.

Economic, political or trade problems with foreign countries could negatively impact our business.

We are increasingly outsourcing the manufacture of sub assemblies to suppliers based in China and elsewhere overseas. Economic, political or
trade problems with foreign countries could substantially impact our ability to obtain critical parts needed in the timely manufacture of our
products.

Customs rules are complex and vary within legal jurisdictions in which we operate. Failure to comply with local customs regulations could
be discovered during a foreign government customs audit that may produce a substantial penalty.

Customs rules are complex and vary within legal jurisdictions in which we operate and there can be no assurance that there will be no control
failure around customs enforcement despite the precautions we take. A failure with local customs regulations could be discovered during a
foreign government customs audit and could result in a substantial penalty and a material impact on our financial results. We seek to mitigate
this risk by maintaining export control systems and an internal customs staff charged with the responsibility of strictly complying with all
applicable import/export laws. Further, we attempt to maintain arms length transactions with our foreign subsidiaries and their customers.

We have a history of operating losses and we may not be able to sustain or grow the current level of profitability.

We incurred operating losses on an annual basis from 1998 through 2003 and again in 2008 and 2009. No assurances can be given that we will
sustain or increase the level of profitability in the future based on extrinsic market forces, and the market price of our common shares may
decline as a result.

We are exposed to the credit risk of some of our customers and to credit exposures in weakened markets, which could result in material
losses.

Customers with liquidity issues may lead to additional bad debt expense. We monitor individual customer payment capability in granting open
credit arrangements, and seek to limit such open credit to amounts we believe our customers can pay, and we maintain reserves we believe are
adequate to cover exposure for doubtful accounts. However, there can be no assurance that our open credit customers will pay the amounts they
owe to us or that the reserves we maintain will be adequate to cover such credit exposure. Our customers failure to pay and/or our failure to
maintain sufficient reserves could have a material adverse effect on our operating results and financial condition.

In addition, to the extent that the ongoing turmoil in the credit markets makes it more difficult for some customers to obtain financing, those
customers ability to pay may be adversely impacted, which in turn could have a material adverse effect on our business, operating results and
financial condition.

While we generally sell a portion of our sales directly to customers future sales may be derived through distributors. As distributors tend to have
more limited financial resources than original equipment manufacturers ( OEM ) and end-user customers, they generally represent sources of
increased credit risk. Additionally, in the event that the ongoing turmoil in the credit markets makes it more difficult for some customers to
obtain financing, those customers ability to pay could be adversely impacted, which in turn could have a material adverse impact on our
business, operating results and financial condition.
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We are exposed to the risks that others may violate our intellectual property rights.

Our future success depends in part upon our intellectual property rights, including trade secrets, know-how and continuing technological
innovation. We do not have personnel dedicated to the oversight, organization and management of our intellectual property. There can be no
assurance that the steps we take to protect our intellectual property rights will be adequate to prevent misappropriation, or that others will not
develop competitive technologies or products outside of our patented property. There can be no assurance that other companies are not
investigating or developing other technologies that are similar to ours, that any patents will issue from any application filed by us or that, if
patents do issue, the claims allowed will be sufficiently broad to deter or prohibit others from marketing similar products. In addition, there can
be no assurance that any patents issued to us will not be challenged, invalidated or circumvented in a legal or administrative proceeding, or that
our patents and know how will provide a competitive advantage to us.

Our intellectual property rights may not be protected in foreign countries.

Our efforts to protect our intellectual property rights may not be effective in some foreign countries where we operate or sell. Many U.S.
companies have encountered substantial problems in protecting their property rights against infringement in foreign countries. If we fail to
adequately protect our intellectual property in these countries, it could be easier for our competitors to sell competing products in foreign
countries.

Our success depends upon our ability to protect our intellectual property and to successfully defend against claims of infringement by third
parties.

We have received in the past, and could receive in the future, notices from third parties alleging that our products infringe patent or other
proprietary rights. We believe that our products are non-infringing or that we have the patents and/or licenses to allow us to lawfully sell our
products throughout the world. However, we may be sued for infringement. In the event any third party makes a valid claim against us or our
customers for which a license was not available to us on commercially reasonable terms, we would be adversely affected. Adverse consequences
may also apply to our failure to avoid litigation for infringement or misappropriation of proprietary rights of third parties.

We operate in highly competitive industries, and if we lose competitive advantages, our business would suffer adverse consequences.

Some of our competition comes from established competitors, some of which have greater financial, engineering, manufacturing and marketing
resources than we do. Our competitors will continue to improve the design and performance of their products and introduce new products. It is
possible that we may not successfully differentiate our current and proposed products from the products of our competitors, or that the
marketplace will not consider our products to be superior to competing products. To remain competitive, we will be required to invest heavily in
research and development, marketing and customer service and support. It is also possible that we may not be able to make the technological
advances necessary to maintain our competitive position, or our products will not receive market acceptance. We may not be able to compete
successfully in the future, and increased competition may result in price reductions, reduced profit margins, loss of market share and an inability
to generate cash flows that are sufficient to maintain or expand our development of new products.

Our business strategy includes finding and making strategic acquisitions and divestitures. There can be no assurance that we will be able to
continue to make acquisitions or divestitures that provide business benefit.

We acquired an optics business in the United Kingdom in 2007, we completed our acquisition of Excel in August 2008 and we sold our U.S.
Optics Business in October 2008. We expect to continue to evaluate potential acquisitions and divestitures as part of our long-term strategic
plan. Our identification of suitable acquisition candidates involves risks inherent in assessing the values, strengths, weaknesses, risks, synergy
and profitability of acquisition candidates, including the effects of the possible acquisition on our business, diversion of management s attention
from our core businesses and risks associated with unanticipated problems or liabilities. We cannot assure investors our efforts will be sufficient,
or that acquisition candidates will be receptive to our advances or that any acquisition we may make would be accretive to earnings. We also
cannot assure investors that we will find suitable purchasers in the event that we identify a potential divestiture candidate in the future. Further,
given our significant debt and inability to use Form S-3, we may have difficulty obtaining financing for such strategic acquisitions.
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We may fail to successfully complete the integration of Excel into our business and, as a result, may fail to realize the synergies, cost savings
and other benefits expected from the acquisition. Further, Excel s performance has not been in accordance with our expectations, which has
had, and could continue to have a material adverse effect on our financial condition.

We may fail to successfully complete the integration of Excel into our business and, as a result, may fail to realize the synergies, cost savings
and other benefits expected from the acquisition. The revenue we expected from Excel did not materialize in 2008, which contributed
significantly to the impairment charge we recorded in 2008. We may continue to fail to grow and build revenues and profits in Excel s business
lines or achieve sufficient cost savings through the integration of customers or administrative and other operational activities. Furthermore, we
must achieve these objectives without adversely affecting our revenues. If we are not able to successfully achieve these objectives, the
anticipated benefits of the acquisition may not be realized fully or at all, or it may take longer to realize them than expected, and our results of
operations could be materially adversely affected.

Further, our ability to maintain and increase profitability of Excel s business lines will depend on our ability to manage and control operating
expenses and to generate and sustain increased levels of revenue. Our expectations to achieve more consistent and predictable levels of revenue
and to increase Excel s profitability may not be realized, and such revenues and profitability may decline as we integrate Excel s operations into
our business. If Excel s revenues grow more slowly than we anticipate, or if its operating expenses are higher than we expect, we may not be able
to sustain or increase its profitability, in which case our financial condition will suffer and our stock price could decline. For example, as
discussed in Note 6 of Notes to Consolidated Financial Statements to our Annual Report on Form 10-K for the year ended December 31, 2008,

in 2008, we experienced decreased performance relative to our expectations for our acquisition of Excel. The decreased performance contributed
to our having recorded a significant impairment charge against the value of assets that were initially attributed to the goodwill, intangible assets
and other long-lived assets of Excel. Should there be continued deterioration in Excel s performance, future impairment changes may be required
to be recorded.

We continue our leadership transition and expansion of our financial and accounting team. Until we are able to successfully complete such
transition and expansion, if at all, our business could be materially adversely affected.

During 2008, and in early 2009, we experienced significant turnover in our management team, including our Chief Financial Officer, our
General Counsel and certain senior members of our various segments or operating groups. There can be no assurance that any of the anticipated
or other prospective management changes will not have a negative material effect on the Company. On May 14, 2010, we appointed a chief
restructuring officer, whose appointment was approved by the Court on May 27, 2010, and who serves as our most senior executive officer. Our
Chief Executive Officer voluntarily resigned from his position as Chief Executive Officer of the Company effective May 25, 2010. We have also
recently appointed a principal financial officer and principal accounting officer, but our financial management and accounting team continues to
be leanly staffed. We continuously review our management, business and organizational structures, and, as a part of that process are seeking to
expand our financial team, but there are no assurances that we will be able to adequately staff such team in the near future. There are risks
associated with changes in strategy and management at the executive and/or director level, and changes in product or operational focus.

On and after the Effective Date, subject to any applicable employment agreements and applicable law, the officers of Reorganized Holdings will
be selected and appointed by the Boards of Directors of Reorganized Holdings, in accordance with, and pursuant to, the provisions of applicable
law and the respective Reorganized Holdings Constituent Documents (as defined in the Plan). As the Board of Directors is being reconstituted
pursuant to the Plan upon emergence from Chapter 11, the current officers of Holdings may not be the officers of Reorganized Holdings. We can
not assure you that such management changes, if any, upon emergence from Chapter 11 will not have a negative material effect on the
Company.

Our operations could be negatively affected if we lose key executives or employees or are unable to attract and retain skilled executives and
employees as needed.

Our business and future operating results depend in part upon our ability to attract and retain qualified management, technical, sales and support
personnel for our operations on a worldwide basis. The loss of key personnel could negatively impact our operations. Competition for qualified
personnel is intense and we cannot guarantee that we will be able to continue to attract, train and retain qualified personnel.

The Company conducted an internal review of potential issues related to the Foreign Corrupt Practices Act and voluntarily shared
information relating to that review with the SEC in the third quarter of 2009. These matters could have a material adverse effect on us.
Further, our reputation and our ability to do business may be impaired by improper conduct by any of our employees, agents or business
partners.

During the Revenue Review, the Audit Committee and its advisors identified certain potential issues related to the Foreign Corrupt Practices Act

( FCPA ), in particular in China, and referred those issues to the Company for review. With the assistance of outside legal counsel, the Company
conducted and completed an internal review of those potential issues and voluntarily shared information relating to the internal review with the
SEC in the third quarter of 2009. While we have not received any further requests from the SEC on this internal FCPA review, we cannot predict
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whether the SEC will request any further information from the Company regarding the internal FCPA review or whether the SEC will take any
other action.
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Additionally, we cannot provide assurance that our internal controls will always protect us from reckless or criminal acts committed by our
employees, agents or business partners that would violate US and/or non-US laws, including the laws governing payments to government
officials, competition, money laundering and data privacy. Any such improper actions could subject us to civil or criminal investigations in the
US and in other jurisdictions, and could lead to substantial civil or criminal, monetary and non monetary penalties against us or our subsidiaries.
Following the aforementioned internal review, we updated our FCPA compliance policies and enhanced our FCPA training program.

We have undertaken restructuring activities, and we will continue to assess our operating structure.

Our ability to reduce operating expenses is dependent upon the nature of the actions we take to reduce expense and subsequent ability to
implement those actions and realize expected cost savings. For example, in the past years we shifted certain of our operations in the United
States and United Kingdom to China to reduce expenses. We have undertaken actions to consolidate redundant or excess personnel that have
arisen due to our acquisition of Excel in August 2008, and due to the contracting demand for certain of our products due to the global economic
slowdown. We have also divested of other businesses. There can be no assurance that these actions will provide us economic benefit. Further,
there is a risk that these actions may ultimately prove detrimental to operations and sales, or to our intellectual property protections.

We expect to be consolidating some of our operations for greater efficiency.

There is execution risk in these plans. We can not assure investors that economies of scale will or can be realized as a result of any historic or
planned restructuring activities. These actions will take time and will include substantial operational risks, including the possible disruption of
manufacturing lines. We can not assure investors that any moves would not disrupt business operations or have a material impact on results.

In addition, any decision to limit investment in, dispose of or otherwise exit business activities may result in the recording of special charges,
such as technology write-offs, workforce reduction costs, charges relating to consolidation of excess facilities, or a loss on the sale of assets. Our
estimates with respect to the useful life or ultimate recoverability of our carrying basis of assets, including intangible assets, could change as a
result of such decisions. Further, our estimates related to the liabilities for excess facilities are affected by changes in real estate market
conditions. Our December 2008 assessment of the carrying value of goodwill and intangible assets resulted in substantial write downs.
Additionally, we are required to perform goodwill impairment tests on an annual basis and during the year in certain circumstances. There can
be no assurance that future goodwill and intangible assets impairment tests will not result in a change to earnings.

Product defects or problems with integrating our products with other vendors products may seriously harm our business and reputation.

Complex products that we produce can contain latent errors or performance problems. There have been instances where we have found errors
immediately after launch of new products, and there have been instances where we have also found latent errors in our products. We cannot
always resolve errors that we believe would be considered serious by our customers before implementation, thus our products are not error-free.
These errors or performance problems could be detrimental to our business and reputation. In addition, customers frequently integrate our
products with other vendor s products. When problems occur in a combined environment, it may be difficult to identify the source of the
problem. These problems may cause us to incur significant warranty and repair costs, divert the attention of our engineering personnel from our
product development efforts and cause significant customer relations problems. These problems may also complicate our determination of the
timing and amount of revenue recognition. To date, defects in our products or those of other vendors products with which our products are used
by our customers have not had a material negative effect on our business relationships with our customers. However, we cannot be certain that a
material negative impact will not occur in the future.

We depend on limited source suppliers that could cause substantial manufacturing delays if supply disruption occurs.

Many of our products are manufactured with components that are designed by an outside supplier. While we attempt to mitigate risks associated
with our reliance on single suppliers by actively managing our supply chain, we still source some components from single vendors. We also rely
on a limited number of independent contractors to manufacture subassemblies for some of our products, particularly in our Semiconductor
Systems. There can be no assurance that our current or alternative sources will be able to continue to meet all of our demands on a timely basis.
If suppliers or subcontractors experience difficulties, or fail to meet any of our manufacturing requirements, our business would be harmed until
we are able to secure alternative sources, if any, on commercially reasonable terms.
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We also depend on suppliers that provide high precision parts.

Any such parts that have latent or known defects, may materially impact relations with our customers if they cause us to miss our scheduled
shipment deadlines. If latent defects are incorporated into our products and discovered later, there could be a material impact on our revenues.
We seek to reduce the risk of defects by selecting and qualifying alternative suppliers for key parts, and by monitoring the quality of products
coming from key suppliers.

Production difficulties and product delivery delays could materially adversely affect our business.

We assemble our products at our facilities in the United States, the United Kingdom and China. If use of any of our manufacturing facilities
were interrupted by a natural disaster or otherwise, our operations could be negatively impacted until we could establish alternative production
and service operations. In addition, we may experience production difficulties and product delivery delays in the future as a result of:

mistakes made while transferring manufacturing processes between locations;

changing process technologies;

ramping production;

installing new equipment at our manufacturing facilities; and

shortage of key components.
Increased governmental regulation of our business could materially adversely affect us.

We are subject to many governmental regulations, including but not limited to the laser radiation safety regulations of the Radiation Control for
Health and Safety Act administered by the National Center for Devices and Radiological Health, a branch of the United States Food and Drug
Administration, and certain health regulations related to the manufacture of products using beryllium, an element used in some of our structures
and mirrors. Among other things, these regulations require us to file annual reports, to maintain quality control and sales records, to perform
product testing, to distribute appropriate operating manuals, to incorporate design and operating features in products sold to end-users and to
certify and label our products. Various warning labels must be affixed and certain protective devices installed depending on the class of product.
We are subject to regulatory oversight, including comparable enforcement remedies, in the markets we serve.

Changes in governmental regulations may reduce demand for our products or increase our expenses.

We compete in many markets in which we and our customers must comply with federal, state, local and international regulations, such as
environmental, health and safety and food and drug regulations. We develop, configure and market our products to meet customer needs created
by those regulations. Any significant change in regulations could reduce demand for our products, which in turn could materially adversely
affect our business, operating results and financial condition.

Certain Risks Relating to Taxes

Our ability to utilize our net operating loss carryforwards and other tax attributes will be limited as a result of our Plan and is dependent on
our ability to generate sufficient future taxable income.

We have significant net operating loss carryforwards ( NOLs ) and other tax attributes. Section 382 of the Internal Revenue Code of 1986, as
amended, limits a corporation s ability to utilize NOLs and other tax attributes following a Section 382 ownership change. We expect that we will
undergo a Section 382 ownership change upon the implementation of the Plan and, consequently, our ability to utilize our NOLs and other tax
attributes will be limited. In order to prevent an ownership change during our Chapter 11 proceedings, the Bankruptcy Court has entered an
order that places certain restrictions on trading in our common shares. However, despite the order, we can provide no assurances that an
ownership change has not or will not occur prior to emergence. Such a change prior to emergence could further limit our ability to utilize our
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NOL carryforwards. A significant limitation in our ability to utilize our NOL carryforwards could have a negative impact on our financial
results.
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In addition, our ability to use future tax deductions is dependent on our ability to generate sufficient future taxable income in the U.S. In
determining our provision for income taxes, our tax attributes and liabilities and any valuation allowance recorded against our net tax attributes
require subjective judgment and analysis. We consistently evaluate our tax attributes based on tax recoverable in the carryback period, existing
deferred tax liabilities, tax planning strategies and future taxable income. Although we anticipate using certain of our tax attributes to generate
tax refunds from prior years, our ability to recover all our tax attributes in certain jurisdictions depends upon our ability to continue to generate
future profits. If actual results differ from our plans or we do not achieve the desired level of profitability in a given jurisdiction, we may be
required to increase the valuation allowance on our tax attributes by taking a charge to the statement of operations, which could have a material
negative result on our financial results.

Our effective tax rates are subject to fluctuation, which could impact our financial position, and our estimates of tax liabilities may be
subject to audit, which could result in additional tax assessments.

Our effective tax rates are subject to fluctuation as the income tax rates for each year are a function of taxable income levels in numerous tax
jurisdictions, our ability to utilize recorded deferred tax assets, taxes or penalties resulting from tax audits and credits and deductions as a
percentage of total taxable income. Further, tax law changes may cause our effective tax rates to fluctuate between periods.

GSI may have cancellation of debt ( COD ) income as a result of the Plan, which would cause a reduction in certain of its U.S. federal income
tax attributes.

Under the Plan, (i) the holders of Senior Notes (the Senior Noteholders ) will exchange the Senior Notes for their pro rata share of the New
Senior Secured Notes, their pro rata share of the Notes Payment (as defined in the Plan), their pro rata share of the Contingent Excess Cash (as
defined in the Plan), and the Supplemental Equity Exchange, and for the Backstop Investors, New Common Shares received pursuant to the
Backstop Exchange, and (ii) the shareholders of Holdings will exchange the Holdings Common Shares for New Common Shares and Rights (the

Exchange ). As a result of the anticipated Exchange, the amount of GSI s aggregate outstanding indebtedness may be reduced, causing GSI
realize COD income. Under section 108 of the Internal Revenue Code, if a debtor corporation transfers stock or a new debt instrument to a
creditor in satisfaction of its indebtedness, such corporation will be treated as having satisfied the indebtedness with an amount of money equal
to the fair market value of the stock, or the issue price of the new debt instrument. Because the amount of any COD income resulting from this
transaction will depend on the fair market value of the New Common Shares following the Effective Date, it is impossible to know in advance
whether there will be COD or the amount of any such COD.

Because the realization of any COD income will occur in a title 11 case, GSI will not recognize any such COD income, but instead will reduce
its tax attributes after the end of the tax year in which any such COD income is realized. If the Plan does give rise to COD income, GSI has not
decided yet whether it will reduce its NOLs or elect to first reduce the basis of some or all of its depreciable property by the amount of excluded
COD income.

Holdings may be subject to U.S. federal income taxation even though it is a non-U.S. corporation

Holdings is a non-U.S. corporation organized in Canada and will be subject to the Canadian tax laws following the Effective Date. Following the
Effective Date, GSI will continue to be subject to U.S. tax and will file a U.S. federal income tax return. In addition, distributions or payments
from entities in one jurisdiction to entities in another jurisdiction may be subject to withholding taxes. Holdings does not intend to operate in a
manner that will cause it to be treated as engaged in a U.S. trade or business or otherwise be subject to U.S. federal income taxes on its net
income, but Holdings generally will be subject to U.S. federal withholding tax on certain U.S.-source passive income items, such as dividends
and certain types of interest.

To prevent U.S.-based multinationals from improperly avoiding U.S. taxation by inversion, Section 7874(b) of the Internal Revenue Code
provides that, in certain instances, a foreign corporation may be treated as a domestic corporation for U.S. federal income tax purposes.
However, section 7874 contains an exception for foreign corporations if, on or before March 4, 2003, such entity acquired directly or indirectly
more than half of the properties held directly or indirectly by the domestic corporation. Holdings expects to satisfy this safe harbor; however, no
assurance can be given that the IRS will agree with this position.

The IRS may also assert that section 269 of the Internal Revenue Code applies to Holdings organization in Canada pursuant to the
implementation of the Plan. Under section 269, if the IRS determines that the principal purpose of an acquisition was to evade or avoid U.S.
federal income tax, the IRS may disallow certain deduction, credits or other allowances. GSI believes that, if the Plan was challenged by the
IRS, GSI could show, among other things, that the principal purpose for the Plan was not to evade or avoid federal income tax, and, thus, section
269 should not apply. However, no assurance can be given in this regard.
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We may be subject to the Alternative Minimum Tax ( AMT ) for U.S. federal income tax purposes.

In general, an AMT is imposed on a corporation s alternative minimum taxable income at a 20% rate to the extent such tax exceeds the
corporation s regular federal income tax. For purposes of computing taxable income for AMT purposes, certain tax deductions and other
beneficial allowances are modified or eliminated. In particular, even though a corporation otherwise might be able to offset all of its taxable
income for regular tax purposes by available NOL carryforwards, only 90% of a corporation s taxable income for AMT purposes may be offset
by available NOL carryforwards (as recomputed for AMT purposes).

In addition, if a corporation undergoes an ownership change within the meaning of section 382 of the Internal Revenue Code and is in a NUBIL
position (as determined for AMT purposes) on the date of the ownership change, the corporation s aggregate tax basis in its assets would be
adjusted for certain AMT purposes to reflect the fair market value of such assets as of the change date, which could minimize the value of any
potential tax loss or depreciation available to us with respect to such assets. Therefore, if we are subject to the AMT, our U.S. federal income tax
liability will likely be increased.

GSI s Corporate Equity Reduction Transaction will limit its ability to carry back certain losses for U.S. federal income tax purposes.

Section 172(b)(1)(E) of the Internal Revenue Code contains special rules that limit a corporation s ability to carryback certain NOLs.
Specifically, if there is a corporate equity reduction transaction ( CERT ), and as a major stock acquisition, and an applicable corporation has a
corporate equity reduction interest loss ( CERT Loss ) during the year in which the CERT occurred or any of the two (2) succeeding tax years,
then the CERT Loss may not be carried back to a tax year before the year in which the CERT occurred. In 2008, GSI acquired Excel in a
transaction that qualifies as a CERT. In connection with this transaction, approximately $8 million was identified as a CERT Loss. Accordingly,
GSI cannot carryback more than approximately $8 million for 2008 and 2009.

Risks that Relate to Our Common Shares

Holders of our common shares and, when issued, the New Common Shares are subject to the risk of additional and substantial dilution to
their interests as a result of future issuances of common shares.

In the future, we may issue additional equity securities to raise capital or restructure our existing debt and our stock option holders may exercise
all or some of the options that are outstanding or may be outstanding. These additional issuances would dilute ownership of common shares.

Future sales of a substantial number of our New Common Shares in the public market could adversely affect the trading price of our shares
and impair our ability to raise funds in future stock offerings.

Future sales of a substantial number of our New Common Shares in the public market or the perception that such sales could occur, could
adversely affect the prevailing market price of our New Common Shares and could make it more difficult for us to raise additional capital
through the sale of equity securities.

Each of our greater than 5% shareholders (which could include the holders of our Senior Notes if the Rights Offering is not fully subscribed
for by our shareholders) and their affiliates could have substantial control over the outstanding our New Common Shares, which could limit
your ability to influence the outcome of key transactions, including a change of control.

Each of our greater than 5% shareholders (which could include the holders of our Senior Notes if the Rights Offering is not fully subscribed for
by our shareholders) and their affiliates, in the aggregate, together beneficially own a substantial amount of the outstanding shares of our New
Common Shares. As a result, these shareholders, if acting together, may be able to influence or control matters requiring approval by our
shareholders, including the election of directors and the approval of mergers, acquisitions or other extraordinary transactions. They may have
interests that differ from yours and may vote in a way with which you disagree and which may be adverse to your interests. This concentration
of ownership may have the effect of delaying, preventing or deterring a change of control of our company, could deprive our shareholders of an
opportunity to receive a premium for their common shares as part of a sale of our company and might affect the market price of our New
Common Shares.

Certain provisions of our articles of incorporation may delay or prevent a change in control of our company.

Our corporate documents and our existence as a corporation under the laws of New Brunswick subject us to provisions of Canadian law that
may enable our Board of Directors to resist a change in control of our company. These provisions include:
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limitations on persons authorized to call a special meeting of shareholders; and
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advance notice procedures required for stockholders to nominate candidates for election as directors or to bring matters before an
annual meeting of shareholders.
These antitakeover defenses could discourage, delay or prevent a transaction involving a change in control of our company. These provisions
could also discourage proxy contests and make it more difficult for shareholders to elect directors of their choosing and cause us to take other
corporate actions that shareholders desire.

* 3k sk ook ok

The information in Item 7.01 of this Current Report on Form 8-K will not be deemed filed for purposes of Section 18 of the Exchange Act or
otherwise subject to the liabilities of that section, nor will it be deemed incorporated by reference in any filing under the Securities Act or the
Exchange Act, except as expressly set forth by specific reference in such filing.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned.

GSI Group Inc.

Date: June 4, 2010 By: /s/ GLENN E. Davis
Glenn E. Davis

Principal Financial Officer
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