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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended May 31, 2006

OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from __________to__________

Commission file number 1-8527

A.G. EDWARDS, INC.

______________

State of Incorporation: DELAWARE I.R.S. Employer Identification No: 43-1288229
One North Jefferson Avenue

St. Louis, Missouri 63103

Registrant�s telephone number, including area code:(314) 955-3000

______________

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.

Yesx No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer or a non-accelerated filer. See definition of
�accelerated filer and large accelerated filer� in Rule 12b-2 of the Exchange Act: Check one:.
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Large accelerated filer x Accelerated filer o Non-accelerated filer o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Yes o No x

At June 30, 2006, there were 76,349,226 shares of A.G. Edwards, Inc. common stock, par value $1, issued and outstanding.
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PART I � FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

A.G. EDWARDS, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(Dollars in thousands, except per share amounts)

(Unaudited)

February 28,
2006

 May 31,
2006

(As Adjusted,
See Note 2)

Assets
Cash and cash equivalents $ 146,122 $ 178,173
Cash and government securities deposited with clearing organizations or

segregated under federal and other regulations 282,369 272,881
Securities purchased under agreements to resell 4,416 195,000
Securities borrowed 253,236 205,774
Receivables:

Customers, less allowance for doubtful accounts of $2,743 and $2,600 1,945,709 2,084,278
Brokers and dealers 209,135 187,092
Clearing organizations 10,160 809
Fees, dividends and interest 136,005 118,465

Securities inventory, at fair value:
State and municipal 344,785 284,539
Government and agencies 43,093 71,188
Corporate debt 28,224 35,638
Equities 10,584 22,788

Investments 395,802 367,822
Property and equipment, at cost, net of accumulated depreciation and

amortization of $704,369 and $723,054 471,217 485,287
Deferred income taxes 83,014 107,114
Other assets 49,508 54,795

$ 4,413,379 $ 4,671,643
Liabilities and Stockholders� Equity
Checks payable $ 212,725 $ 313,448
Securities loaned 322,604 200,988
Payables:

Customers 1,003,323 1,102,040
Brokers and dealers 104,613 118,403
Clearing organizations 38,184 37,561

Securities sold but not yet purchased, at fair value:
State and municipal 2,067 5,055
Government and agencies 37,618 21,041
Corporate debt 3,118 18,174
Equities 884 1,372

Employee compensation and related taxes 254,155 495,828
Deferred compensation 226,686 228,548
Income taxes 25,162 22,453
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Other liabilities 210,345 219,720
Total Liabilities 2,441,484 2,784,631

Stockholders� Equity:
Preferred stock, $25 par value:

Authorized, 4,000,000 shares; none issued � �
Common stock, $1 par value:

Authorized, 550,000,000 shares; issued, 96,463,114 shares 96,463 96,463
Additional paid-in capital 285,668 293,362
Retained earnings 2,350,873 2,293,910

2,733,004 2,683,735
Less: Treasury stock, at cost (20,048,848 and 20,872,779 shares) 761,109 796,723

Total Stockholders� Equity 1,971,895 1,887,012
$ 4,413,379 $ 4,671,643

See Notes to Condensed Consolidated Financial Statements.
3

Edgar Filing: EDWARDS A G INC - Form 10-Q

6



A.G. EDWARDS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS

(Dollars and shares in thousands, except per share amounts)

(Unaudited)

Three Months

Ended May 31,

Three Months 2005

Ended May 31, (As Adjusted,

2006 See Note 2)
Revenues
Asset management and service fees $                  307,079 $                  250,295
Commissions 276,326 247,126
Principal transactions 53,148 51,510
Investment banking 48,087 58,761
Interest 53,641 40,744
Other 30,193 6,716
Total Revenues 768,474 655,152
Interest expense 3,781 2,213
Net Revenues 764,693 652,939

Non-Interest Expenses
Compensation and benefits 480,928 423,996
Communication and technology 59,889 55,357
Occupancy and equipment 36,016 34,105
Marketing and business development 25,549 21,024
Floor brokerage and clearance 3,552 5,256
Other 36,337 37,324
Total Non-Interest Expenses 642,271 577,062
Earnings Before Income Taxes 122,422 75,877
Income Taxes 44,799 26,866
Earnings before cumulative effect of accounting change $                    77,623 $                    49,011
Cumulative effect of accounting change,
net of $1,655 of income taxes � 2,768
Net Earnings $                    77,623 $                    51,779

Earnings per diluted share:
Earnings before cumulative effect
of accounting change $                       1.01 $                       0.63
Cumulative effect of accounting change, net
of income taxes � 0.04
Earnings per diluted share $                       1.01 $                       0.67

Earnings per basic share:
Earnings before cumulative effect
of accounting change $                       1.03 $                       0.63
Cumulative effect of accounting change, net
of income taxes � 0.04
Earnings per basic share $                       1.03 $                       0.67

Dividends per share $                       0.20 $                       0.16

Average common and common equivalent
shares outstanding:
Diluted 76,690 77,548
Basic 75,051 77,214

See Notes to Condensed Consolidated Financial Statements.
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A.G. EDWARDS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Dollars in thousands)

(Unaudited)

Three Months

Ended May 31,

Three Months 2005

Ended May 31, (As Adjusted,

2006 See Note 2)
Cash Flows From Operating Activities:
Net earnings $                    77,623 $                    51,779
Cumulative effect of accounting change, net of $1,655 of income taxes � (2,768 )
Other noncash items included in net earnings 32,896 19,199
Change in:
Cash and government securities deposited with clearing organizations
or segregated under federal and other regulations (9,488 ) 120,259
Net securities under resale and repurchase agreements 190,584 111,955
Net securities borrowed and loaned 12,953 (4,719 )
Net receivable from customers 39,625 (135,159 )
Net payable to brokers and dealers (35,833 ) 28,029
Net payable to clearing organizations (8,728 ) (37,067 )
Fees, dividends and interest (17,540 ) (8,424 )
Securities inventory, net (14,488 ) 43,117
All other assets and liabilities (344,194 ) (251,895 )
Net cash from operating activities (76,590 ) (65,694 )
Cash Flows From Investing Activities:
Purchase of property and equipment (11,916 ) (13,496 )
Purchase of other investments (5,452 ) (8,829 )
Proceeds from sale or maturity of other investments 15,806 8,499
Net cash from investing activities (1,562 ) (13,826 )
Cash Flows From Financing Activities:
Short-term bank loans, net � (16,400 )
Securities loaned 61,201 31,441
Employee stock transactions 37,195 15,509
Tax benefit associated with stock-based awards 8,218 2,722
Cash dividends paid (15,119 ) (12,213 )
Purchase of treasury stock (45,394 ) (20,875 )
Net cash from financing activities 46,101 184
Net Decrease in Cash and Cash Equivalents (32,051 ) (79,336 )
Cash and Cash Equivalents, Beginning of Period 178,173 209,039
Cash and Cash Equivalents, End of Period $                  146,122 $                  129,703
Supplemental Disclosure of Cash Flow Information:
Cash paid for:
Income taxes $                      9,072 $                     24,850
Interest, net of amounts capitalized of $10 and $258 $                      3,635 $                       1,903
Non-Cash Financing Activity:
Restricted stock awards granted $                    52,656 $                            �
See Notes to Condensed Consolidated Financial Statements.
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A.G. EDWARDS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

THREE MONTHS ENDED MAY 31, 2006 AND 2005

(In thousands, except share and per share amounts)

(Unaudited)

1. FINANCIAL STATEMENTS

The condensed consolidated financial statements of A.G. Edwards, Inc., and its wholly owned subsidiaries (collectively referred to as the
"Company"), including its principal subsidiary, A.G. Edwards & Sons, Inc. ("Edwards"), are prepared in conformity with accounting principles
generally accepted in the United States of America. These condensed consolidated financial statements should be read in conjunction with the
Company's Annual Report on Form 10-K for the year ended February 28, 2006. All adjustments that, in the opinion of management, are
necessary for a fair presentation of the results of operations for the interim periods have been reflected. The results of operations for the three
months ended May 31, 2006, are not necessarily indicative of the results for the year ending February 28, 2007. The prior-period financial
information includes the retrospective application of a change in accounting method related to stock options and restricted stock (collectively
referred to as �stock awards�) granted to retirement-eligible employees.

2. EMPLOYEE STOCK PLANS

The Company grants options and restricted stock to employees utilizing two shareholder-approved plans. The 2002 Employee Stock Purchase
Plan, as amended, is a qualified plan, as defined under section 423 of the Internal Revenue Code, used to grant options to purchase the
Company�s stock at a discount from market value to a broad base of employees. The Incentive Stock Plan, as amended, is a non-qualified plan
used to grant stock awards at market value to certain officers and key employees.

The Company�s Board of Directors authorized for the plan year ending September 30, 2006, up to 1,875,000 shares of common stock to be
purchased by employees under the 2002 Employee Stock Purchase Plan, as amended. These shares are exercisable in monthly installments at 95
percent of the market price on the last business day of each month. Employees purchased an aggregate of 229,756 shares at an average price of
$49.30 during the three months ended May 31, 2006. Employees purchased an aggregate of 280,036 shares at an average price of $39.49 during
the three months ended May 31, 2005. Treasury shares were utilized for all of the shares issued.

Effective March 1, 2005, the Company early adopted Statement of Financial Accounting Standards (�SFAS�) No. 123 (revised 2004), �Share-Based
Payment,� (�SFAS No. 123R�). SFAS No. 123R and its related interpretations require the recognition of the cost of employee services received in
exchange for an award of equity instruments in the financial statements over the period the employee is required to perform the services in
exchange for the award (presumptively the vesting period). SFAS No. 123R also requires measurement of the cost of employee services received
in exchange for an award based on the grant-date fair value of the award.

Upon adoption of SFAS No. 123R using the modified prospective approach, the Company recognized a $4,423 benefit ($2,768 after-tax) during
the three months ended May 31, 2005, as the cumulative effect of a change in accounting method resulting from the requirement to estimate
forfeitures of restricted stock awards at the date of grant instead of recognizing them as incurred. The cumulative benefit, net of tax, increased
both basic and diluted earnings per share by $0.04.

In addition, as a result of adopting SFAS No. 123R and the change in accounting method discussed in the next paragraph, the Company's
retrospective application resulted in the recording of compensation expense only for stock awards to retirement-eligible employees in the three
months ended May 31, 2005, as all compensation expense related to outstanding awards had already been recognized or disclosed in the
consolidated financial statements of previous periods. Prior to March 1, 2005, under Accounting Principles Board Opinion No. 25 �Accounting
for Stock Issued to Employees� and its related interpretations, the Company recognized compensation expense related to restricted stock in net
earnings in the year of grant, but did not recognize any associated compensation expense related to stock options.

6
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A.G. EDWARDS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

THREE MONTHS ENDED MAY 31, 2006 AND 2005

(In thousands, except share and per share amounts)

(Unaudited)

Upon the adoption of SFAS No. 123R, the Company recognized the compensation expense related to stock awards to retirement-eligible
employees on the date of grant. Based on recent interpretive guidance related to SFAS No. 123R, on March 1, 2006, the Company changed its
accounting method for recognizing the cost of stock awards that are granted to retirement-eligible employees. The Company is accruing an
expense throughout the fiscal year preceding the date of grant representing an estimate of stock awards to be granted to retirement-eligible
employees as a result of such fiscal year�s service rather than recognize the expense on grant date, which occurs in the first quarter of the
subsequent fiscal year. The accounting for stock awards to non retirement-eligible employees will not change and will be recognized over the
vesting period, generally three years from grant date. The Company determined that the new accounting method is preferable because it better
reflects the compensation expense for stock awards to retirement-eligible employees over the period in which stock awards are earned.

As a result of this change, under SFAS No. 154, �Accounting Changes and Error Corrections - A Replacement of APB Opinion No. 20 and FASB
Statement No. 3,� the comparative period�s financial statements include the retrospective application of this change in accounting method. See
below for the impact of the change on the current and prior period�s reported financial statements. The column labeled "As Computed" shows the
condensed consolidated financial statements as if the Company had continued to expense stock awards to retirement-eligible employees on the
date of grant.

Condensed Consolidated

Balance Sheet

May 31, 2006

Expense Retirement-Eligible Stock
Awards over Service Period

Expense Retirement-Eligible Stock
Awards on Grant Date

Effect of

Change

As Reported As Computed
Deferred income taxes $ 83,014 $ 86,389 $ (3,375 )
Total Assets $ 4,413,379 $ 4,416,754 $ (3,375 )
Employee compensation and
related taxes $ 254,155 $ 243,565 $ 10,590
Total Liabilities $ 2,441,484 $ 2,430,894 $ 10,590
Additional paid in-capital $ 285,668 $ 305,279 $ (19,611 )
Retained earnings $ 2,350,873 $ 2,345,227 $ 5,646
Total Stockholders� Equity $ 1,971,895 $ 1,985,860 $ (13,965 )
Total Liabilities and
Stockholders� Equity $ 4,413,379 $ 4,416,754 $ (3,375 )

Condensed Consolidated

Balance Sheet

February 28, 2006

Expense Retirement-Eligible Stock
Awards over Service Period

Expense Retirement-Eligible Stock
Awards

on Grant Date

Effect of

Change

As Adjusted As Originally Reported
Deferred income taxes $ 107,114 $ 99,740 $ 7,374
Total Assets $ 4,671,643 $ 4,664,269 $ 7,374
Employee compensation
and related taxes $ 495,828 $ 476,217 $ 19,611
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Total Liabilities $ 2,784,631 $ 2,765,020 $ 19,611
Retained earnings $ 2,293,910 $ 2,306,147 $ (12,237 )
Total Stockholders� Equity $ 1,887,012 $ 1,899,249 $ (12,237 )
Total Liabilities and
Stockholders� Equity $ 4,671,643 $ 4,664,269 $ 7,374

7
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A.G. EDWARDS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

THREE MONTHS ENDED MAY 31, 2006 AND 2005

(In thousands, except share and per share amounts)

(Unaudited)

Condensed Consolidated Statement of Earnings

Three Months Ended

May 31, 2006

Expense Retirement-Eligible Stock
Awards over Service Period

Expense Retirement-Eligible Stock
Awards on Grant Date

Effect of

Change

As Reported As Computed
Compensation and benefits
expense $ 480,928 $ 489,949 $ (9,021 )
Earnings Before Income
Taxes $ 122,422 $ 113,401 $ 9,021
Income Taxes $ 44,799 $ 41,424 $ 3,375
Earnings before cumulative
effect
of accounting change $ 77,623 $ 71,977 $ 5,646
Net earnings $ 77,623 $ 71,977 $ 5,646
Earnings per diluted share
before cumulative effect of
accounting change $ 1.01 $ 0.94 $ 0.07
Earnings per diluted share
after cumulative effect of
accounting change $ 1.01 $ 0.94 $ 0.07
Earnings per basic share
before cumulative effect of
accounting change $ 1.03 $ 0.96 $ 0.07
Earnings per basic share
after cumulative effect of
accounting change $ 1.03 $ 0.96 $ 0.07

Condensed Consolidated Statement of Earnings

Three Months Ended

May 31, 2005

Expense Retirement-Eligible Stock
Awards over Service Period

Expense Retirement-Eligible Stock
Awards on Grant Date

Effect of

Change

As Adjusted As Originally Reported
Compensation and benefits
expense $ 423,996 $ 419,438 $ 4,558
Earnings Before Income
Taxes $ 75,877 $ 80,435 $ (4,558 )
Income Taxes $ 26,866 $ 28,580 $ (1,714 )
Earnings before cumulative
effect
of accounting change $ 49,011 $ 51,855 $ (2,844 )
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Net earnings $ 51,779 $ 54,623 $ (2,844 )
Earnings per diluted share
before cumulative effect of
accounting change $ 0.63 $ 0.67 $ (0.04 )
Earnings per diluted share
after cumulative effect of
accounting change $ 0.67 $ 0.71 $ (0.04 )
Earnings per basic share
before cumulative effect of
accounting change $ 0.63 $ 0.67 $ (0.04 )
Earnings per basic share
after cumulative effect of
accounting change $ 0.67 $ 0.71 $ (0.04 )

8
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A.G. EDWARDS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

THREE MONTHS ENDED MAY 31, 2006 AND 2005

(In thousands, except share and per share amounts)

(Unaudited)

Condensed Consolidated Statement of Cash Flows

Three Months Ended

May 31, 2006

Expense Retirement-Eligible Stock Awards
over Service Period

Expense Retirement-Eligible
Stock Awards on Grant Date

Effect of

Change

As Reported As Computed
Net
Earnings $ 77,623 $ 71,977 $ 5,646
Other
noncash
items
included in
net earnings

The information
reflects the
Schedule 13G
filed by Donald
Smith & Co., Inc.
on February 14,
2006. As of
February 14,
2006,
2,365,597 shares
of our common
stock were
beneficially
owned by Donald
Smith & Co., Inc.

(5) The information
reflects the
Schedule 13G
filed by David J.
Greene and
Company, LLC
on February 10,
2006. As of
February 10,
2006,
1,816,760 shares
of our common
stock were

Edgar Filing: EDWARDS A G INC - Form 10-Q

15



beneficially
owned by
David J. Greene
and Company,
LLC.

(6) The information
reflects the
Schedule 13G/A
filed by Arklow
Capital, LLC on
February 13,
2006. As of
February 13,
2006,
1,730,992 shares
of our common
stock were
beneficially
owned by
Arklow Capital,
LLC.

(7) The information
reflects the
Schedule 13G/A
filed by Stanfield
Capital Partners
LLC on
February 14,
2006. As of
February 14,
2006,
1,926,062 shares
of our common
stock were
beneficially
owned by
Stanfield Capital
Partners LLC.

(8) Includes
restricted shares
granted as an
inducement to
Mr. Ulsh on
April 4, 2005.

35
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our directors, executive officers and
holders of more than 10% of our company�s common stock to file with the Commission reports regarding their
ownership and changes in ownership of our securities. Based upon a review of filings with the SEC and written
representations that no other reports were required, we believes that all of our directors, executive officers and 10%
shareholders complied during fiscal 2005 with the reporting requirements of Section 16(a), with the exception of:
Gordon A. Ulsh and Francis M. Corby, Jr.: Mr. Ulsh filed a Form 4 indicating a purchase of Exide stock by a family
member beginning June 10, 2005, for which Mr. Ulsh specifically denies beneficial ownership. The Form 4 was not
filed until July 12, 2006, 30 days late. Additionally, in Mr. Ulsh�s Form 3 filed on April 4, 2006 by the Company, the
Company incorrectly included 100,000 shares of restricted stock in Table II, Derivative Securities and was not
corrected until a Form 3/A was filed on June 30, 2006, 452 days late.

Mr. Corby filed a Form 4 indicating a purchase of Exide stock by a family member on March 6, 2006, for which
Mr. Corby specifically denies beneficial ownership. The Form 4 was not filed until April 27, 2006, 50 days late.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

We have entered into the Standby Agreement with Tontine, a holder of approximately 9.88% of our outstanding
common stock, and Arklow, a holder of approximately 7% of our outstanding common stock. The terms of the
Standby Agreement are described above in the discussion of Proposal 2.

36
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PERFORMANCE GRAPH

The following graph compares the performance of our company�s common stock with the performance of the
Standard & Poor�s Small Cap 600 Index and a peer group index following our emergence from Chapter 11 bankruptcy
protection. The graph assumes that $100 was invested on May 5, 2004 in our common stock, the S&P Small Cap 600
Index and the peer group index, the S&P Small Cap Auto Parts and Equipment Index, and that all dividends, if any,
were reinvested.

5-May-04 30-Jun-04 30-Sep-04 31-Dec-0431-Mar-0530-Jun-05 30-Sep-05 31-Dec-0531-Mar-06
Exide Technologies $ 100 $ 93 $ 72 $ 63 $ 59 $ 22 $ 23 $ 17 $ 13
S&P Small Cap 600
Index $ 100 $ 105 $ 104 $ 118 $ 115 $ 120 $ 126 $ 127 $ 143
S&P Small Cap
Auto Parts and
Equipment Index $ 100 $ 93 $ 72 $ 77 $ 72 $ 70 $ 59 $ 59 $ 61

SHAREHOLDER PROPOSALS AND DIRECTOR NOMINATIONS FOR 2007 ANNUAL MEETING

You may submit proposals, including director nominations, for consideration at future shareholder meetings.

Shareholder Proposals.  For a shareholder proposal to be considered for inclusion in our proxy statement for the
annual meeting next year, our Corporate Secretary must receive the written proposal at our principal executive offices
no later than [120 days before mailing date of 2006 proxy statement], 2007. Such proposals must also comply with
SEC regulations under Rule 14a-8 of the Securities Exchange Act of 1934 regarding the inclusion of shareholder
proposals in company-sponsored proxy materials. Proposals should be addressed to:

Exide Technologies
13000 Deerfield Parkway

Building 200
Alpharetta, Georgia 30004
Attn: Corporate Secretary

Fax: (678) 566-9229

37
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For a shareholder proposal that is not intended to be included in our proxy statement under Rule 14a-8 of the
Securities Exchange Act of 1934, the shareholder must (1) deliver a proxy statement and form of proxy to holders of a
sufficient number of shares of our common stock to approve the proposal, (2) provide the information required by our
Bylaws and (3) give timely notice to our Corporate Secretary in accordance with our Bylaws, which, in general,
require that the notice be received by our Corporate Secretary:

� not earlier than the close of business on the one hundred twentieth day prior to the first anniversary of the 2006
annual meeting of shareholders, or April 23, 2007; and

� not later than the close of business on the ninetieth day prior to the first anniversary of the 2006 annual meeting
of shareholders, or May 23, 2007.

However, if the 2007 annual meeting of shareholders is moved more than 30 days before or more than 70 days after
August 22, 2007, then notice must be delivered by the shareholder not earlier than the close of business on the one
hundred twentieth day prior to such annual meeting and not later than the close of business on the later of the ninetieth
day prior to such annual meeting or the tenth day following the day on which public announcement of the date of such
meeting is first made by our company.

Nomination of Director Candidates.  You may propose director candidates for consideration by the Board of Directors�
Nominating and Corporate Governance Committee. Any such recommendation should include the nominee�s name
and qualification for Board of Directors membership and should be directed to our Corporate Secretary at the address
of our company�s principal executive offices set forth above. For additional information regarding shareholder
recommendations of director candidates, see �Governance of the Company � Nomination of Directors � Shareholder
Recommendations and Nominees.�

In addition, our bylaws permit shareholders to nominate directors for election at an annual meeting of shareholders.
To nominate a director, the shareholder must provide the information required by our Bylaws. In addition, the
shareholder must give timely notice to our Corporate Secretary in accordance with our Bylaws, which, in general,
require that the notice be received by our Corporate Secretary within the time period described above under
�Shareholder Proposals� for shareholder proposals that are not intended to be included in our proxy statement.

Copy of Bylaw Provisions.  You may contact our Corporate Secretary at its� principal executive offices for a copy of
the relevant provisions of the Company�s Bylaws regarding the requirements for making shareholder proposals and
nominating director candidates.

ADDITIONAL INFORMATION

�Householding� of Proxy Materials.  The SEC has adopted rules that permit companies and intermediaries such as
brokers to satisfy delivery requirements for proxy statements with respect to two or more shareholders sharing the
same address by delivering a single proxy statement addressed to those shareholders. This process, which is
commonly referred to as �householding,� potentially provides extra convenience for shareholders and cost savings for
companies. Our company and some brokers household proxy materials, delivering a single proxy statement to
multiple shareholders sharing an address unless contrary instructions have been received from the affected
shareholders. Once you have received notice from your broker or our company that they or our company will be
householding materials to your address, householding will continue until you are notified otherwise or until you
revoke your consent. If, at any time, you no longer wish to participate in householding and would prefer to receive a
separate proxy statement, or if you are receiving multiple copies of the proxy statement and wish to receive only one,
please notify your broker if your shares are held in a brokerage account or us if you hold registered shares. You can
notify us by sending a written request to Exide Technologies, 13000 Deerfield Parkway, Building 200, Alpharetta,
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Georgia 30004 or by calling Investor Relations at (678) 566-9000.

Proxy Solicitation Costs.  Our company is making this solicitation and will pay the entire cost of preparing,
assembling, printing, mailing and distributing these proxy materials and soliciting votes. If you choose to access the
proxy materials and/or vote over the Internet, you are responsible for Internet access

38
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charges you may incur. If you choose to vote by telephone, you are responsible for telephone charges you may incur.
We have retained Georgeson Shareholder Communications Inc., 17 State Street, New York, New York 10004, to aid
in the solicitation. For these services, we will pay Georgeson a fee of $25,000 and reimburse it for certain
out-of-pocket disbursements and expenses. Our officers and regular employees of the Company may, but without
compensation other than their regular compensation, solicit proxies by further mailing or personal conversations, or by
telephone, telex, facsimile or electronic means. We will, upon request, reimburse brokerage firms and others for their
reasonable expenses in forwarding solicitation material to the beneficial owners of stock.
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STANDBY PURCHASE AGREEMENT

STANDBY PURCHASE AGREEMENT (this �Agreement�) dated as of June   , 2006, by and among Exide
Technologies, a Delaware corporation (the �Company�), Tontine Capital Partners, L.P., a Delaware limited partnership
(�Tontine�), Legg Mason Investment Trust, Inc., a Maryland corporation (�Legg Mason� and together with Tontine, the
�Standby Purchasers�), and Arklow Capital, LLC, a Delaware limited liability company (the �Additional Standby
Purchaser�).

WITNESSETH:

WHEREAS, the Company proposes, as soon as practicable after the Rights Offering Registration Statement, as
defined herein, becomes effective, and the Proxy Statement, as defined herein, has been mailed, to distribute to
holders of its common stock (the �Common Stock�) of record as of the close of business on the record date of the
Rights Offering (the �Record Date�), non-transferable rights (the �Rights�) to subscribe for and purchase additional
shares of Common Stock (the �New Shares�) at a subscription price (the �Subscription Price�) in accordance with the
term sheet attached hereto as Annex A (such term sheet, the �Term Sheet� and such offering, the �Rights Offering�); and

WHEREAS, pursuant to the Rights Offering, stockholders of record will receive one Right for each share of Common
Stock held by them as of the Record Date, and each Right will entitle the holder to purchase the number of New
Shares of Common Stock as determined pursuant to the Term Sheet at the Subscription Price (the �Basic Subscription
Privilege�); and

WHEREAS, the Company has requested the Standby Purchasers and the Additional Standby Purchaser to agree to
purchase from the Company upon expiration of the Rights Offering, and the Standby Purchasers and the Additional
Standby Purchaser are willing to so purchase, New Shares, at the Subscription Price, to the extent such New Shares
are not purchased by stockholders pursuant to the exercise of Rights; and

WHEREAS, the Standby Purchasers shall purchase, or if the Rights Offering is not consummated, shall have the right
to purchase and the Company shall sell to the Standby Purchasers additional shares; and

WHEREAS, in order to further induce the Standby Purchasers and the Additional Standby Purchaser to enter into this
Agreement, the Company has agreed to grant the Standby Purchasers and the Additional Standby Purchaser (including
any of their permitted assignees) registration rights with respect to the Securities (as defined below) purchased by
them pursuant to this Agreement pursuant to a registration rights agreement substantially in the form attached hereto
as B (the �Registration Rights Agreement�);

NOW THEREFORE, in consideration of the foregoing and the mutual covenants herein contained, the parties hereto
hereby agree as follows:

Section 1.  Certain Other Definitions.   The following terms used herein shall have the meanings set forth below:

�Additional Standby Purchaser� shall have the meaning set forth in the preamble hereof.

�Additional Subscription Shares� shall have the meaning set forth in Section 2(c) hereof.

�Agreement� shall have the meaning set forth in the preamble hereof.

�Backstop Termination Date� shall have the meaning set forth in Section 3 hereof.
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�Basic Subscription Privilege� shall have the meaning set forth in the recitals hereof.

�Board� shall have the meaning set forth in Section 7(a)(i) hereof.

�Business Day� shall mean any day that is not a Saturday, a Sunday or a day on which banks are required or permitted to
be closed in the State of New York.

�Closing� shall mean the closing of the purchases described in Section 2 hereof, which shall be held at 10:00 a.m. on the
Closing Date at the offices of Weil, Gotshal & Manges LLP located at 767 Fifth Avenue,
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New York, New York 10153, or such other time and place as may be agreed to by the parties hereto, provided that if
the purchases described in Section 2 hereof do not occur and the option pursuant to Section 3 is exercised, then
�Closing� shall mean the closing of purchases described in Section 3 hereof.

�Closing Date� shall mean the date that is three (3) Business Days after the Rights Offering Expiration Date, or such
other date as may be agreed to by the parties hereto, provided that if the Rights Offering does not occur and the option
is exercised pursuant to Section 3 hereof, then �Closing Date� shall mean the date that is three (3) Business Days after
such option is exercised, or such other date as may be agreed to by the parties hereto.

�Commission� shall mean the United States Securities and Exchange Commission, or any successor agency thereto.

�Common Stock� shall have the meaning set forth in the recitals hereof.

�Company� shall have the meaning set forth in the preamble hereof.

�Company SEC Documents� shall have the meaning set forth in Section 4(h) hereof.

�Company Stock Approval� shall have the meaning set forth in Section 3 hereof.

�Complete Option� shall have the meaning set forth in Section 3 hereof.

�Convertible Notes� shall have the meaning set forth in Section 3 hereof.

�Credit Agreement� shall mean the Credit Agreement dated May 5, 2004, as amended, by and among the Company and
Exide Global Holding Netherlands C.V. as borrowers, the lenders party thereto, and Deutsche Bank AG New York
Branch as the administrative agent.

�Designee� shall have the meaning set forth in Section 8 hereof.

�Excess Shares� shall have the meaning set forth in Section 7(f) hereof.

�Exchange Act� shall mean the Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated
by the Commission thereunder.

�Expenses� shall have the meaning set forth in Section 7(c) hereof.

�HSR Act� shall mean the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended.

�Legg Mason� shall have the meaning set forth in the preamble hereof.

�Market Adverse Effect� shall have the meaning set forth in Section 9(a)(iv) hereof.

�Material Adverse Effect� shall mean a material adverse effect on the financial condition, or on the earnings, financial
position, operations, assets, results of operation, business or prospects of the Company and its subsidiaries taken as a
whole.

�New Shares� shall have the meaning set forth in the recitals hereof.

�Observer Rights� shall have the meaning set forth in Section 8 hereof.
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�Option Period� shall have the meaning set forth in Section 3 hereof.

�Partial Option� shall have the meaning set forth in Section 3 hereof.

�Person� shall mean an individual, corporation, partnership, association, joint stock company, limited liability company,
joint venture, trust, governmental entity, unincorporated organization or other legal entity.

�Plan� shall have the meaning set forth in Section 4(c) hereof.

�Prospectus� shall mean a prospectus, as defined in Section 2(10) of the Securities Act, that meets the requirements of
Section 10 of the Securities Act and is current with respect to the securities covered thereby.

A-2
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�Proxy Statement� shall mean a definitive proxy statement filed with the Commission relating to the Rights Offering and
the transactions contemplated hereunder, together with all amendments, supplements and exhibits thereto.

�Registration Rights Agreement� shall have the meaning set forth in the recitals hereof.

�Record Date� shall have the meaning set forth in the recitals hereof.

�Representative� shall have the meaning set forth in Section 7(b) hereof.

�Rights� shall have the meaning set forth in the recitals hereof.

�Rights Offering� shall have the meaning set forth in the recitals hereof.

�Rights Offering Expiration Date� shall mean the date on which the subscription period under the Rights Offering
expires.

�Rights Offering Prospectus� shall mean the final Prospectus included in the Rights Offering Registration Statement for
use in connection with the issuance of the Rights.

�Rights Offering Registration Statement� shall mean the Company�s Registration Statement on Form S-3 under the
Securities Act or such other appropriate form under the Securities Act, pursuant to which the Rights and underlying
shares of Common Stock will be registered pursuant to the Securities Act.

�Securities� shall mean those of the New Shares, Unsubscribed Shares and Additional Subscription Shares that are
purchased by the Standby Purchasers pursuant to Section 2 or 3 hereof, as the case may be.

�Securities Act� shall mean the Securities Act of 1933, as amended, and the rules and regulations promulgated by the
Commission thereunder.

�Standby Purchaser� shall have the meaning set forth in the preamble hereof.

�Subscription Agent� shall have the meaning set forth in Section 7(a)(vii) hereof.

�Subscription Price� shall have the meaning set forth in the recitals hereof.

�Termination Date� shall have the meaning set forth in Section 3 hereof.

�Term Sheet� shall have the meaning set forth in the recitals hereof.

�Threshold� shall have the meaning set forth in Section 7(f) hereof.

�Tontine� shall have the meaning set forth in the preamble hereof.

�Transfer� shall have the meaning set forth in Section 10(a) hereof.

�Unsubscribed Shares� shall have the meaning set forth in Section 2(b) hereof.

Section 2.  Standby Purchase Commitment.
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(a) Each of the Standby Purchasers and the Additional Standby Purchaser hereby agrees to purchase from the
Company, and the Company hereby agrees to sell to each of the Standby Purchasers and the Additional Standby
Purchaser, at the Subscription Price, all of the New Shares that will be available for purchase by each of the Standby
Purchasers and the Additional Standby Purchaser pursuant to its Basic Subscription Privilege.

(b) The Standby Purchasers and the Additional Standby Purchaser hereby agree to purchase from the Company, and
the Company hereby agrees to sell to the Standby Purchasers and the Additional Standby Purchaser, at the
Subscription Price, any and all New Shares if and to the extent such shares are not purchased by the Company�s
stockholders (the �Unsubscribed Shares�) pursuant to the exercise of Rights. It is understood and agreed that, if and to
the extent that the Standby Purchasers and the Additional Standby Purchaser are required to purchase Unsubscribed
Shares pursuant to this subsection (b), Tontine shall purchase 54% of the Unsubscribed Shares, Legg Mason shall
purchase 36% of the Unsubscribed Shares and the Additional Standby Purchaser shall purchase 10% of the
Unsubscribed Shares, provided that if the Additional Standby Purchaser does not purchase such Unsubscribed Shares,
Tontine shall purchase 60% of the
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Unsubscribed Shares and Legg Mason shall purchase 40% of the Unsubscribed Shares, provided, further, that Tontine,
Legg Mason and the Additional Standby Purchaser reserve the right to agree among themselves to reallocate the
percentage of the Unsubscribed Shares that they shall each purchase so long as they purchase 100% of the
Unsubscribed Shares in the aggregate.

(c) The Standby Purchasers hereby agree to purchase from the Company, and the Company hereby agrees to sell to the
Standby Purchasers, at the Subscription Price, between 11,111,111 and 16,666,667 shares of Common Stock (the
�Additional Subscription Shares�) in accordance with the Term Sheet. It is understood and agreed that Tontine shall
purchase 60% of the Additional Subscription Shares and Legg Mason shall purchase 40% of the Additional
Subscription Shares, provided that Tontine and Legg Mason reserve the right to agree between each other to reallocate
the percentage of the Additional Subscription Shares that they shall each purchase so long as Tontine and Legg Mason
purchase 100% of the Additional Subscription Shares in the aggregate.

(d) Notwithstanding anything else contained in this Agreement, none of Tontine, Legg Mason or the Additional
Standby Purchaser shall acquire Securities hereunder which would result in it or any �group� (within the meaning of
Section 13(d)(3) of the Exchange Act) of which it is a member owning (i) 30% or more of the issued and outstanding
shares of Common Stock on fully diluted basis without the requisite prior written consent of the Company�s lenders
under the Credit Agreement or (ii) greater than 50% of the issued and outstanding shares of Common Stock. If either
Standby Purchaser would otherwise exceed such maximum number of shares, such excess shall be purchased by the
other Standby Purchaser. If the Additional Standby Purchaser would otherwise exceed such maximum number of
shares, such excess shall be purchased 60% by Tontine and 40% by Legg Mason.

(e) Payment of the Subscription Price for the Securities shall be made, on the Closing Date, against delivery of
certificates evidencing the Securities, in United States dollars by means of certified or cashier�s checks, bank drafts,
money orders or wire transfers.

(f) If the number of Unsubscribed Shares and Additional Subscription Shares which Legg Mason is entitled to
purchase hereunder at the Closing has an aggregate Subscription Price of less than $25,000,000, Tontine agrees, upon
request from Legg Mason, to allocate to Legg Mason a portion of the Securities it is entitled to purchase so that Legg
Mason�s aggregate Subscription Price equals $25,000,000.

Section 3.  Option.  (i) If the Closing has not occurred on or prior to September 30, 2006 (the �Backstop Termination
Date�), for any reason whatsoever, other than a material breach hereunder by the Standby Purchasers or failure of the
closing condition specified in Section 9(a)(iv), or (ii) if the Company terminates this Agreement prior thereto other
than as a result of a material breach hereunder by the Standby Purchasers or (iii) if the Standby Purchasers terminate
this Agreement prior thereto (other than pursuant to Section 11(a)(ii) hereof) in accordance with the terms hereof
(such dates in clauses (i), (ii) and (iii) above referred to as the �Termination Date�), each Standby Purchaser shall have
the option to purchase the Additional Subscription Shares for a period of ten (10) Business Days following the
Termination Date (the �Option Period�) upon delivery of written notice to the Company. If the stockholders of the
Company shall have approved the Rights Offering and the transactions contemplated hereby, the Standby Purchasers
may elect to purchase any or all of the Additional Subscription Shares (the �Complete Option�), at the Subscription
Price. If the stockholders of the Company shall not have approved the Rights Offering and the transactions
contemplated hereby, the Standby Purchasers may elect to purchase a portion of the Additional Subscription Shares
equal to up to 19.9% of the issued and outstanding Common Stock (the �Partial Option�), at a purchase price of
$4.50 per share. It is understood and agreed that (i) with respect to the Partial Option, Tontine shall have the option to
purchase 50% of the Additional Subscription Shares and Legg Mason shall have the option to purchase 50% of the
Additional Subscription Shares and (ii) with respect to the Complete Option, Tontine shall have the option to purchase
60% of the Additional Subscription Shares and Legg Mason shall have the option to purchase 40% of the Additional
Subscription Shares pursuant to this Section 3, provided that Tontine and Legg Mason reserve the right to agree
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upon exercise of the Complete Option or Partial Option, as the case may be.
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Section 4.  Representations and Warranties of the Company.  The Company represents and warrants to the Standby
Purchasers and the Additional Standby Purchaser as follows:

(a) The Company is a corporation duly organized, validly existing and in good standing under the laws of the State of
Delaware and has all requisite corporate power and authority to carry on its business as now conducted and as
proposed to be conducted.

(b) This Agreement has been duly and validly authorized, executed and delivered by the Company and, subject to
approval by the Company�s stockholders, constitutes a binding obligation of the Company enforceable against it in
accordance with its terms, subject to applicable bankruptcy, insolvency, fraudulent conveyance, reorganization,
moratorium and similar laws affecting creditors� rights and remedies generally, and subject, as to enforceability, to
general principles of equity, including principles of commercial reasonableness, good faith and fair dealing (regardless
of whether enforcement is sought in a proceeding at law or in equity).

(c) The authorized capital of the Company consists of (i) 61,500,000 shares of Common Stock, of which,
(A) 24,551,008 shares were issued and outstanding, as of June 9, 2006, (B) 3,454,231 shares are reserved for issuance
upon conversion of the Company�s Floating Rate Convertible Senior Subordinated Notes due September 18, 2013 (the
�Convertible Notes�), as of the date hereof, (C) 6,250,000 shares are reserved for issuance upon exercise of the
Company�s warrants issued and issuable under the Company�s 2004 plan of reorganization, as amended (the �Plan�), as
of the date hereof, (D) 1,234,042 shares are reserved for issuance upon exercise of options and other awards granted
under the Company�s stock option and incentive plans, as of June 22, 2006 and (E) shares issuable as provided in the
Plan, of which 543,000 shares of Common Stock and warrants to acquire 1,358,000 shares of Common Stock are
currently reserved for issuance under the Plan with respect to disputed claims, as of the date hereof; and
(ii) 1,000,000 shares of preferred stock, par value $0.01 per share, none of which preferred stock has been issued, as of
the date hereof. All of the outstanding shares of Common Stock have been duly authorized, are validly issued, fully
paid and nonassessable and were offered, sold and issued in compliance with all applicable federal and state securities
laws and without violating any contractual obligation or any other preemptive or similar rights.

(d) At the time the Rights Offering Registration Statement becomes effective, the Rights Offering Registration
Statement will comply in all material respects with the requirements of the Securities Act and will not contain an
untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the
statements therein not misleading. The Prospectus, at the time the Rights Offering Registration Statement becomes
effective and at the Closing Date, will not include an untrue statement or a material fact or omit to state a material fact
necessary in order to make the statements therein, in light of the circumstances under which they were made, not
misleading; provided, however, that the representations and warranties in this subsection shall not apply to statements
in or omissions from the Rights Offering Registration Statement or the Prospectus made in reliance upon and in
conformity with the information furnished to the Company in writing by the Standby Purchasers or the Additional
Standby Purchaser for use in the Rights Offering Registration Statement or in the Prospectus.

(e) The Proxy Statement will not, on the date it is first mailed to stockholders of the Company, contain any untrue
statement of a material fact or omit to state any material fact required to be stated therein or necessary in order to
make the statements therein, in light of the circumstances under which they are made, not misleading and will not, at
the time the stockholders of the Company vote at a meeting of the stockholders of the Company, to approve this
Agreement and the transactions hereunder and an amendment to the Company�s Certificate of Incorporation providing
for an increase in the number of authorized shares of Common Stock (�Company Stockholder Approval�), omit to
state any material fact necessary to correct any statement in any earlier communication from the Company with
respect to the solicitation of proxies for the Company Stockholder Approval which shall have become false or
misleading in any material respect. The Proxy Statement will comply as to form in all material respects with the
applicable requirements of the Exchange Act. Notwithstanding the foregoing, the Company makes no representation
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the Standby Purchasers or the Additional Standby Purchaser for inclusion or incorporation by reference in any of the
foregoing documents.

(f) All of the Securities and New Shares will have been duly authorized for issuance prior to the Closing (assuming
Company Stockholder Approval has been obtained) and the shares issuable upon exercise of the Partial Option are
duly authorized for issuance, and, when issued and distributed as set forth in the Prospectus, will be validly issued,
fully paid and non-assessable; and none of the Securities or New Shares will have been issued in violation of the
preemptive rights of any security holders of the Company arising as a matter of law or under or pursuant to the
Company�s Certificate of Incorporation, as amended, the Company�s bylaws, as amended, or any agreement or
instrument to which the Company is a party or by which it is bound.

(g) The documents incorporated by reference into the Prospectus pursuant to Item 12 of Form S-3 under the Securities
Act, when they become effective or at the time they are filed with the Commission, as the case may be, will comply in
all material respects with the applicable provisions of the Exchange Act.

(h) Since May 2004, the Company has filed with the Commission all forms, reports, schedules, statements and other
documents required to be filed by it through the date hereof under the Exchange Act, or the Securities Act (all such
documents, as supplemented and amended since the time of filing, collectively, the �Company SEC Documents�). The
Company SEC Documents, including without limitation all financial statements and schedules included in the
Company SEC Documents, at the time filed (and, in the case of registration statements and proxy statements, on the
dates of effectiveness and the dates of mailing, respectively, and in the case of any Company SEC Document amended
or superseded by a filing prior to the date of this Agreement, then on the date of such amending or superseding filing),
(i) did not contain any untrue statement of a material fact or omit to state a material fact required to be stated therein
or necessary in order to make the statements therein, in light of the circumstances under which they were made, not
misleading, and (ii) complied in all material respects with the applicable requirements of the Exchange Act and the
Securities Act, as applicable, subject to any restatement of the financial statements for the fiscal year ended March 31,
2005 of the type referenced in the Company�s press release dated June 14, 2006. The audited consolidated financial
statements of Company included in the Company�s Annual Report on Form 10-K for the fiscal year ended March 31,
2006 comply as to form in all material respects with applicable accounting requirements and with the published rules
and regulations of the Commission with respect thereto, were prepared in accordance with United States generally
accepted accounting principles applied on a consistent basis during the periods involved, and present fairly in all
material respects, the consolidated financial position of the Company and its consolidated subsidiaries as at the dates
thereof and the consolidated results of their operations and cash flows for the periods then ended.

(i) Since March 31, 2006, there have not been any events, changes, occurrences or state of facts that, individually or in
the aggregate, have had or would reasonably be expected to have a Material Adverse Effect, except as disclosed in
writing by the Company to the other parties hereto.

Section 5.  Representations and Warranties of the Standby Purchasers and the Additional Standby Purchaser.  Each
Standby Purchaser and the Additional Standby Purchaser, severally and not jointly, represents and warrants to the
Company, as to itself only, as follows:

(a) Such Standby Purchaser or Additional Standby Purchaser is a corporation, partnership or limited liability company
duly organized, validly existing and in good standing under the laws of its state of organization.

(b) This Agreement has been duly and validly authorized, executed and delivered by such Standby Purchaser or
Additional Standby Purchaser and constitutes a binding obligation of such Standby Purchaser or Additional Standby
Purchaser enforceable against it in accordance with its terms, subject to applicable bankruptcy, insolvency, fraudulent
conveyance, reorganization, moratorium and similar laws affecting creditors� rights and remedies generally, and
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including principles of commercial reasonableness, good faith and fair dealing (regardless of whether enforcement is
sought in a proceeding at law or in equity).

(c) Such Standby Purchaser or Additional Standby Purchaser is an �accredited investor� within the meaning of
Rule 501(a) under the Securities Act and is acquiring the Securities for investment for its own account, with no
present intention of dividing its participation with others (other than in accordance with Sections 2(b), 2(c) and 15
hereof) or reselling or otherwise distributing the same in violation of the Securities Act or any applicable state
securities laws.

(d) The Standby Purchasers and the Additional Standby Purchaser are not �affiliates� (within the meaning of Rule 405
of the Securities Act) of one another, are not acting in concert and are not members of a �group� (within the meaning of
Section 13(d)(3) of the Exchange Act) and have no current intention to act in the future in a manner that would make
them members of such a group.

(e) The Standby Purchasers and the Additional Standby Purchaser understand that: (i) other than pursuant to the
Registration Rights Agreement, the resale of the Securities has not been and is not being registered under the
Securities Act or any applicable state securities laws, and the Securities may not be sold or otherwise transferred
unless (a) the Securities are sold or transferred pursuant to an effective registration statement under the Securities Act,
(b) at the Company�s request, the Standby Purchasers or the Additional Standby Purchaser, as the case may be, shall
have delivered to the Company an opinion of counsel (which opinion shall be in form, substance and scope reasonably
satisfactory to the Company�s counsel) to the effect that the Securities to be sold or transferred may be sold or
transferred pursuant to an exemption from such registration, or (c) the Securities are sold pursuant to Rule 144
promulgated under the Securities Act; (ii) any sale of such Securities made in reliance on Rule 144 under the
Securities Act may be made only in accordance with the terms of such Rule; and (iii) except as set forth in the
Registration Rights Agreement, neither the Company nor any other Person is under any obligation to register such
Securities under the Securities Act or any state securities laws or to comply with the terms and conditions of any
exemption thereunder. The Standby Purchasers and the Additional Standby Purchaser acknowledge that an
appropriate restrictive legend will be placed on the certificate or certificates representing the Securities that may be
issued pursuant to this Agreement.

Section 6.  Deliveries at Closing.

(a) At the Closing, the Company shall deliver to each of the Standby Purchasers and the Additional Standby Purchaser
the following:

(i) A certificate or certificates representing the number of shares of Common Stock issued to each of the Standby
Purchasers and the Additional Standby Purchaser pursuant to Section 2 or 3 hereof, as the case may be; and

(ii) A certificate of an officer of the Company on its behalf to the effect that the representations and warranties of the
Company contained in this Agreement are true and correct in all material respects on and as of the Closing Date, with
the same effect as if made on the Closing Date.

(b) At the Closing, each of the Standby Purchasers shall deliver to the Company the following:

(i) Payment of the Subscription Price of the Securities purchased by such Standby Purchaser, as set forth in
Section 2(e) or 3 hereof, as the case may be; and

(ii) A certificate of such Standby Purchaser to the effect that the representations and warranties of such Standby
Purchaser contained in this Agreement are true and correct in all material respects on and as of the Closing Date with
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(c) At the Closing of the transactions contemplated under Section 2, the Additional Standby Purchaser shall deliver to
the Company the following:

(i) Payment of the Subscription Price of the New Shares purchased by the Additional Standby Purchaser, as set forth
in Section 2(e) hereof; and
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(ii) A certificate of the Additional Standby Purchaser to the effect that the representations and warranties of the
Additional Standby Purchaser contained in this Agreement are true and correct in all material respects on and as of the
Closing Date with the same effect as if made on the Closing Date.

Section 7.  Covenants.

(a) Covenants.  The Company agrees as follows between the date hereof and the Closing Date:

(i) To use its reasonable best efforts to have the board of directors of the Company (�Board�) recommend to the
stockholders of the Company to approve this Agreement and the transactions contemplated hereunder;

(ii) To as soon as reasonably practicable (A) seek Company Stockholder Approval of the Rights Offering, the
transactions contemplated hereunder and an increase in the number of authorized shares of the Common Stock in an
amount sufficient to have enough shares of Common Stock available to issue all of the shares of Common Stock
contemplated to be issued hereunder and (ii) file with the Commission the Rights Offering Registration Statement and
the Proxy Statement;

(iii) To use reasonable best efforts to cause the Rights Offering Registration Statement and any amendments thereto to
become effective as promptly as possible;

(iv) To use reasonable best efforts to effectuate the Rights Offering;

(v) As soon as reasonably practicable after the Company is advised or obtains knowledge thereof, to advise the
Standby Purchasers and the Additional Standby Purchaser with a confirmation in writing, of (A) the time when the
Rights Offering Registration Statement or any amendment thereto has been filed or declared effective or the
Prospectus or any amendment or supplement thereto has been filed, (B) the issuance by the Commission of any stop
order, or of the initiation or threatening of any proceeding, suspending the effectiveness of the Rights Offering
Registration Statement or any amendment thereto or any order preventing or suspending the use of any preliminary
prospectus or the Prospectus or any amendment or supplement thereto, (C) the issuance by any state securities
commission of any notice of any proceedings for the suspension of the qualification of the New Shares for offering or
sale in any jurisdiction or of the initiation, or the threatening, of any proceeding for that purpose, (D) the receipt of
any comments from the Commission, and (E) any request by the Commission for any amendment to the Rights
Offering Registration Statement or any amendment or supplement to the Prospectus or for additional information. The
Company will use its reasonable best efforts to prevent the issuance of any such order or the imposition of any such
suspension and, if any such order is issued or suspension is imposed, to obtain the withdrawal thereof as promptly as
possible;

(vi) To operate the Company�s business in the ordinary course of business consistent with past practice;

(vii) To notify, or to cause the subscription agent for the Rights Offering (the �Subscription Agent�) to notify, on each
Friday during the exercise period of the Rights, or more frequently if reasonably requested by any Standby Purchaser
or the Additional Standby Purchaser, the Standby Purchasers and the Additional Standby Purchaser of the aggregate
number of Rights known by the Company or the Subscription Agent to have been exercised pursuant to the Rights
Offering as of the close of business on the preceding Business Day or the most recent practicable time before such
request, as the case may be;

(viii) Not to issue any shares of capital stock of the Company, or options, warrants, purchase rights, subscription
rights, conversion rights, exchange rights, securities convertible into or exchangeable for capital stock of the
Company, or other agreements or rights to purchase or otherwise acquire capital stock of the Company, (A) except for

Edgar Filing: EDWARDS A G INC - Form 10-Q

Table of Contents 36



shares of Common Stock issuable upon exercise of the Company�s presently outstanding warrants and stock options
and other awards or upon conversion of the Convertible Notes and (B) except for warrants and Common Stock
issuable under the Plan and (C) except for new stock options and other awards granted to employees of the Company
hired after the date hereof covering not more than 75,000 shares of Common Stock under the Company�s incentive
plans and (D) except for
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the effects of the antidilution provisions in the Company�s warrants issued under the Plan and the indenture governing
the terms of the Convertible Notes;

(ix) Not to authorize any stock split, stock dividend, stock combination or similar transaction affecting the number of
issued and outstanding shares of Common Stock;

(x) Not to declare or pay any dividends or repurchase any shares of Common Stock; and

(xi) Not to incur any indebtedness or guarantees thereof, other than borrowings in the ordinary course of business and
consistent with past practice.

(b) No Shop.  Subject to the fiduciary duties of the Board after receipt of the advice of the Company�s outside legal
counsel, the Company shall not, and shall not permit any of its affiliates, directors, officers, employees,
representatives or agents of the Company (collectively, the �Representatives�) to, directly or indirectly, other than with
respect to the disposition of non-core assets of the Company, for a price not to exceed $30,000,000 in the aggregate,
permitted under the Credit Agreement, (i) discuss, knowingly encourage, negotiate, undertake, initiate, authorize,
recommend, propose or enter into, any transaction involving a merger, consolidation, business combination, purchase
or disposition of any material amount of the assets or any capital stock of the Company or any of its subsidiaries other
than the transactions contemplated by this Agreement, (ii) facilitate, knowingly encourage, solicit or initiate
discussions, negotiations or submissions of proposals or offers in respect of any such alternative transaction,
(iii) furnish or cause to be furnished, to any Person, any information concerning the business, operations, properties or
assets of the Company or any of its subsidiaries in connection with any such alternative transaction, or (iv) otherwise
cooperate in any way with, or assist or participate in, facilitate or knowingly encourage, any effort or attempt by any
other Person to do or seek any of the foregoing. The Company shall (and shall cause its Representatives to)
immediately cease and cause to be terminated any existing discussions or negotiations with any Persons conducted
heretofore with respect to any such alternative transaction, including, without limitation, the sale of the Company�s
European and rest of the world industrial energy business. This Section 7(b) shall not apply to the possible sale of
businesses identified in writing by the Company to the Standby Purchasers on or prior to the date hereof.

(c) Expense Reimbursement.  The Company agrees to promptly reimburse each Standby Purchaser for all of its
reasonable out-of-pocket costs and expenses and reasonable attorneys� fees (collectively, �Expenses�) incurred by such
Standby Purchaser in connection with this Agreement, its due diligence investigation of the Company and other
activities relating to the transactions contemplated hereunder upon the Company�s receipt of all reasonably requested
documentation to support the incurrence by such Standby Purchaser of such Expenses. If any travel or travel-related
expenses incurred by principals or employees of any Standby Purchaser are required in connection with the foregoing
activities, the Company�s reimbursement of such travel-related expenses will be subject to the terms applicable to the
Company�s advisors in connection with the transactions contemplated hereunder.

(d) Registration Rights Agreement.  The Company, the Standby Purchaser and the Additional Standby Purchaser shall
execute and deliver to each other and any of their permitted assignees on or prior to the Closing Date the Registration
Rights Agreement.

(e) Public Statements.  Neither the Company nor the Standby Purchasers and the Additional Standby Purchaser shall
issue any public announcement, statement or other disclosure with respect to this Agreement or the transactions
contemplated hereby without the prior consent of the other parties hereto, which consent shall not be unreasonably
withheld or delayed, except (i) if such public announcement, statement or other disclosure is required by applicable
law or applicable stock market regulations, in which case the disclosing party shall consult in advance with respect to
such disclosure with the other parties to the extent reasonably practicable, or (ii) the filing of any Schedule 13D or
Schedule 13G, to which a copy of this Agreement and the Registration Rights Agreement may be attached as an
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(f) HSR Filing.  If Legg Mason determines a filing is or may be required under the HSR Act in connection with the
transactions contemplated hereunder, the Company and Legg Mason shall use reasonable best efforts to promptly
prepare and file all necessary documentation and to effect all applications that are necessary or advisable under the
HSR Act with respect to the transactions contemplated hereunder so that the
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applicable waiting period shall have expired or been terminated as soon as practicable after the date hereof. The filing
fee required by the HSR Act for such filings shall be paid by the Company. If all conditions to the Closing have been
satisfied or waived, other than the condition set forth in Section 9(d)(v), the number of shares of Common Stock
purchased by Legg Mason hereunder shall be reduced so that the Subscription Price payable by Legg Mason is below
the threshold (the �Threshold�) which would require a filing under the HSR Act, provided that Tontine shall purchase
such shares of Common Stock above the Threshold up to an amount that would not cause Tontine to own 30% or
more of the issued and outstanding Common Stock on a fully diluted basis, and if there are any such shares of
Common Stock (the �Excess Shares�) which would cause Tontine to acquire 30% or more of the issued and outstanding
Common Stock on a fully diluted basis, the number of shares of Common Stock the Standby Purchasers are required
to purchase hereunder shall be reduced by such number of Excess Shares.

Section 8.  Observer Rights.  The Company acknowledges and agrees that for so long as Tontine and/or its affiliates
retain over 50% of its shares of Common Stock held immediately after the Closing under Section 2, if no employee of
Tontine is serving as a member of the Board, Tontine shall have the right to designate one person who is either an
employee of Tontine or is otherwise reasonably acceptable to the Board (the �Designee�) to act as an observer to the
Board as provided below (�Observer Rights�). During such time as Tontine has Observer Rights, the Company shall
invite the Designee to attend any meetings of the Board of Directors of the Company and any committees thereof (at
the same time directors are invited thereto) and provide the Designee with such materials (at the same time such
materials are provided to directors) as the Company provides to directors in connection with their service on the Board
and any committees thereof, provided that the Designee need not be permitted to attend any portion of any such
meeting or be provided with any portion of such materials to the extent that so doing would jeopardize any legal
privilege, including the attorney-client privilege, and to the extent the subject of such meeting or materials is
potentially adverse to Tontine. The exercise by Tontine of Observer Rights is conditioned upon the Company�s receipt
of a confidentiality agreement executed by Tontine and the Designee reasonably satisfactory to the Company
providing for Tontine�s and the Designee�s preservation of the confidentiality of any materials provided or information
received at any meeting of the Board or any committee thereof. The Company will not be responsible for any
expenses of the Observer�s attendance at such meetings.

Section 9.  Conditions to Closing.

(a) The obligations of each of the Standby Purchasers and the Additional Standby Purchaser to consummate the
transactions contemplated hereunder are subject to the fulfillment, prior to or on the Closing Date, of the following
conditions:

(i) The representations and warranties of the Company in Section 4 shall be true and correct in all material respects as
of the date hereof and at and as of the Closing Date as if made on such date (except for representations and warranties
made as of a specified date, which shall be true and correct in all material respects as of such specified date);

(ii) The Company shall have executed and delivered to the Standby Purchasers a duly executed copy of the
Registration Rights Agreement;

(iii) Subsequent to the execution and delivery of this Agreement and prior to the Closing Date, there shall not have
been any Material Adverse Effect and no event shall have occurred or circumstance shall exist which would
reasonably likely result in a Material Adverse Effect; and

(iv) As of the Closing Date, none of the following events shall have occurred and be continuing: (A) trading in the
Common Stock shall have been suspended by the Commission or the Nasdaq National Market or trading in securities
generally on the New York Stock Exchange or the Nasdaq National Market shall have been suspended or limited or
minimum prices shall have been established on either such exchange or the Nasdaq National Market, (B) a banking
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occurred any material outbreak or material escalation of hostilities, declaration by the United States of a national
emergency or war or other
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calamity or crisis which has a material adverse effect on the U.S. financial markets (collectively, a �Market Adverse
Effect�).

(b) The obligations of Tontine to consummate the transactions contemplated in Section 2 hereof are subject to the
election or appointment, on or prior to the Closing Date, of two (2) nominees of Tontine to the Board reasonably
acceptable to the Board, which Board shall consist of not more than nine (9) members immediately after giving effect
to such additional two (2) directors; it being understood that the Board shall be free to change the size of the Board
after the Closing Date to the extent permitted by the Company�s certificate of incorporation and by-laws and Delaware
law. If such condition is not satisfied and Tontine elects not to close, neither Legg Mason nor the Additional Standby
Purchaser shall be obligated to close hereunder.

(c) The obligations of the Company to consummate the transactions contemplated hereunder are subject to the
fulfillment, prior to or on the Closing Date, of the following conditions:

(i) The representations and warranties of each of the Standby Purchasers and the Additional Standby Purchaser in
Section 5 shall be true and correct in all material respects as of the date hereof and at and as of the Closing Date as if
made as of such date (except for representations and warranties made as of a specified date, which shall be true and
correct in all material respects as of such specified date); and

(ii) Each Standby Purchaser shall have executed and delivered to the Company a duly executed copy of the
Registration Rights Agreement.

(d) The obligations of each of the Company and the Standby Purchasers and the Additional Standby Purchaser to
consummate the transactions contemplated hereunder in connection with the Rights Offering are subject to the
fulfillment, prior to or on the Closing Date, of the following conditions:

(i) No judgment, injunction, decree or other legal restraint shall prohibit, or have the effect of rendering unachievable,
the consummation of the Rights Offering or the transactions contemplated by this Agreement;

(ii) The Rights Offering Registration Statement shall have been filed with the Commission and declared effective; no
stop order suspending the effectiveness of the Rights Offering Registration Statement or any part thereof shall have
been issued and no proceeding for that purpose shall have been initiated or threatened by the Commission; and any
request of the Commission for inclusion of additional information in the Registration Statement or otherwise shall
have been complied with;

(iii) The holders of a majority of the outstanding Common Stock shall have approved the Rights Offering and the
transactions contemplated hereunder;

(iv) The New Shares and the Securities shall have been authorized for listing on the Nasdaq Stock Market; and

(v) If the purchase of Common Stock hereunder is subject to the terms of the HSR Act, the applicable waiting period
shall have expired or been terminated thereunder with respect to such purchase.

(e) If the Additional Standby Purchaser elects not to close because of a failure of a Closing condition, it shall cease to
have any rights or obligations hereunder. To the extent the Standby Purchasers elect to waive such Closing condition
which has not been satisfied, they shall purchase their proportionate share of the New Shares that the Additional
Standby Purchaser would have purchased hereunder, all subject to, and in accordance with, Section 2.

Section 10.  Restrictions on Transfer.
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(a) The Standby Purchasers and the Additional Standby Purchaser shall not, and shall ensure that their respective
Affiliates do not, purchase, sell, transfer, assign, convey, gift, mortgage, pledge, encumber, hypothecate or otherwise
dispose of, directly or indirectly (�Transfer�), any Securities; provided, however, that the foregoing shall not restrict in
any manner a Transfer (i) by a Standby Purchaser or the Additional Standby Purchaser to one or more of its Affiliates,
provided that the transferee in each case agrees in writing to be subject to the terms of this Section 10, or (ii) to any
other person in a private transaction if the Company
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first shall have been furnished with an opinion of legal counsel, reasonably satisfactory to the Company, to the effect
that such Transfer is exempt from the registration requirements of the Securities Act or (iii) made in accordance with
Rule 144 under the Securities Act, provided that the Company shall have the right to receive an opinion of legal
counsel for the holder, reasonably satisfactory to the Company, to the effect that such Transfer is exempt from the
registration requirements of the Securities Act, prior to the removal of the legend subject to Rule 144 or (iv) made
pursuant to a registration statement declared effective by the Commission. Any purported Transfers of Securities in
violation of this Section 10 shall be null and void and no right, title or interest in or to such Securities shall be
Transferred to the purported transferee, buyer, donee, assignee or encumbrance holder. The Company will not give,
and will not permit the Company�s transfer agent to give, any effect to such purported Transfer in its stock records.

(b) Restrictive Legends.  The Standby Purchasers and the Additional Standby Purchaser understand and agree that the
Securities will bear a legend substantially similar to the legend set forth below in addition to any other legend that
may be required by applicable law or by any agreement between the Company and any of the Standby Purchasers and
the Additional Standby Purchaser. The legend may be removed pursuant to Section 10(a)(iii) and Section 10(a)(iv) as
provided above. The legend shall be removed upon the effectiveness of a registration statement filed pursuant to the
Registration Rights Agreement.

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED, OR REGISTERED AND/OR QUALIFIED UNDER ANY STATE
SECURITIES LAWS. THE SECURITIES REPRESENTED BY THIS CERTIFICATE MAY NOT BE
TRANSFERRED EXCEPT (A) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE
SECURITIES ACT OF 1933, AS AMENDED, AND REGISTRATION AND/OR QUALIFICATION UNDER
APPLICABLE STATE SECURITIES LAWS, (B) IN A TRANSACTION WHICH IS EXEMPT FROM
REGISTRATION UNDER THE SECURITIES ACT OF 1933, AS AMENDED, AND REGISTRATION AND/OR
QUALIFICATION UNDER APPLICABLE STATE SECURITIES LAWS PROVIDED THAT AT THE ISSUER�S
REQUEST, THE TRANSFEROR THEREOF SHALL HAVE DELIVERED TO THE ISSUER AN OPINION OF
COUNSEL (WHICH OPINION SHALL BE IN FORM, SUBSTANCE AND SCOPE REASONABLY
SATISFACTORY TO THE ISSUER) TO THE EFFECT THAT SUCH SECURITIES MAY BE SOLD OR
TRANSFERRED PURSUANT TO AN EXEMPTION FROM SUCH REGISTRATION, OR (C) SUCH
SECURITIES MAY BE SOLD PURSUANT TO RULE 144 PROMULGATED UNDER THE SECURITIES ACT
OF 1933, AS AMENDED.

Section 11.  Termination.

(a) This Agreement may be terminated at any time prior to the Closing Date, by either Standby Purchaser by written
notice to the other parties hereto if there is (i) a Material Adverse Effect or (ii) a Market Adverse Effect that is not
cured within twenty-one (21) days after the occurrence thereof (the �Cure Period�), provided that the right to terminate
this Agreement after the occurrence of each Material Adverse Effect or a Market Adverse Effect, which has not been
cured within the Cure Period, shall expire 7 days after the expiration of such Cure Period.

(b) This Agreement may be terminated at any time prior to the Closing Date, by the Company on one hand or either of
the Standby Purchasers on the hand by written notice to the other parties hereto:

(i) If there is a material breach of this Agreement by the other party that is not cured within fifteen (15) days after
receipt of written notice by such breaching party;

(ii) As to Section 2, Section 7(a) (other than Sections 7(a)(ix) and 7(a)(x)) and Section 7(b), after the Backstop
Termination Date; or
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(iii) As to any obligations hereunder other than Section 2, after the expiration of the Option Period.

(c) The Additional Standby Purchaser may terminate its obligations to purchase New Shares pursuant to Section 2
upon the occurrence of the any of the events set forth in this Section 11 which give rise to a right of the Standby
Purchasers to terminate this Agreement. Upon such termination by the Additional Standby Purchaser, the Additional
Standby Purchaser shall cease to have any rights and obligations hereunder. To the
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extent this Agreement is not terminated by the Standby Purchasers, they shall purchase their proportionate share of the
New Shares that the Additional Standby Purchaser would have purchased hereunder, all subject to, and in accordance
with, Section 2.

Section 12.  Indemnification and Contribution.

(a) In the event of any registration of any Securities under the Securities Act pursuant to this Agreement, the Company
shall indemnify and hold harmless the Standby Purchasers, the Additional Standby Purchaser and each other Person
(including each underwriter) who participated in the offering of such Securities and each other Person, if any, who
controls such Standby Purchaser or Additional Standby Purchaser or such participating Person within the meaning of
the Securities Act (all such Persons being hereinafter referred to, collectively, as the �Standby Indemnified Persons�),
against any losses, claims, damages or liabilities, joint or several, to which any of the Standby Indemnified Persons
may become subject (i) as a result of any breach by the Company of any of its representations or warranties contained
herein or in any certificate delivered hereunder or (ii) under the Securities Act or any other statute or at common law,
insofar as such losses, claims, damages or liabilities (or actions in respect thereof) arise out of or are based upon
(A) any alleged untrue statement of any material fact contained, on the effective date thereof, in any registration
statement under which such securities were registered under the Securities Act, any preliminary prospectus or final
prospectus contained therein, or any amendment or supplement thereto, or (B) any alleged omission to state therein a
material fact required to be stated therein or necessary to make the statements therein not misleading, and shall
reimburse each such Standby Indemnified Person for any reasonable legal or any other expenses reasonably incurred
by such Standby Indemnified Person in connection with investigating or defending any such loss, claim, damage,
liability or action; provided, however, that the Company shall not be liable in any such case to any Standby
Indemnified Person to the extent that any such loss, claim, damage or liability arises out of or is based upon any actual
or alleged untrue statement or actual or alleged omission made in such registration statement, preliminary prospectus,
prospectus or amendment or supplement in reliance upon and in conformity with written information furnished to the
Company by such Standby Indemnified Person specifically for use therein or so furnished for such purposes by any
underwriter. Such indemnity shall remain in full force and effect regardless of any investigation made by or on behalf
of such Standby Indemnified Person, and shall survive the transfer of such Securities or New Shares by such Standby
Indemnified Person.

(b) Each Standby Purchaser and the Additional Standby Purchaser by acceptance thereof, severally, and not jointly,
agree to indemnify and hold harmless the Company, its directors and officers and each other Person, if any, who
controls the Company within the meaning of the Securities Act (all such Persons being hereinafter referred to,
collectively, as the �Company Indemnified Persons,� and together with the Standby Indemnified Persons, the
�Indemnified Persons�) against any losses, claims, damages or liabilities, joint or several, to which any of the
Company Indemnified Persons may become subject (i) as a result of any breach by such Standby Purchaser or
Additional Standby Purchaser of any of its representations or warranties contained herein or in any certificate
delivered hereunder or (ii) under the Securities Act or any other statute or at common law, insofar as such losses,
claims, damages or liabilities (or actions in respect thereof) arise out of or are based upon information provided in
writing to the Company by such Standby Purchaser or Additional Standby Purchaser specifically for use in any
registration statement under which Securities were registered under the Securities Act at the request of such Standby
Purchaser or Additional Standby Purchaser, any preliminary prospectus or final prospectus contained therein, or any
amendment or supplement thereto.

(c) Any Person entitled to indemnification hereunder will (i) give prompt written notice to the indemnifying party of
any claim with respect to which it seeks indemnification (provided that the failure to give such notice shall not limit
the rights of such Person, except to the extent the indemnifying party is actually prejudiced thereby) and (ii) unless in
such indemnified party�s reasonable judgment a conflict of interest between such indemnified and indemnifying parties
may exist with respect to such claim, permit such indemnifying party to assume the defense of such claim with
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indemnification hereunder shall have the right to employ separate counsel and to participate in the defense of such
claim, but the fees and expenses of such counsel shall be at the expense of such Person unless (A) the indemnifying
party has agreed to pay such fees or expenses or (B) the indemnifying party shall have failed to assume the defense of
such claim and
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employ counsel reasonably satisfactory to such Person. If such defense is not assumed by the indemnifying party as
permitted hereunder, the indemnifying party will not be subject to any liability for any settlement made by the
indemnified party without its consent (but such consent will not be unreasonably withheld or delayed). If such defense
is assumed by the indemnifying party pursuant to the provisions hereof, such indemnifying party shall not settle or
otherwise compromise the applicable claim unless (i) such settlement or compromise contains a full and unconditional
release of the indemnified party or (ii) the indemnified party otherwise consents in writing, which consent shall not be
unreasonably withheld or delayed. An indemnifying party who is not entitled to, or elects not to, assume the defense
of a claim will not be obligated to pay the fees and expenses of more than one counsel for all parties indemnified by
such indemnifying party with respect to such claim, unless in the reasonable judgment of any indemnified party, a
conflict of interest may exist between such indemnified party and any other of such indemnified parties with respect to
such claim, in which event the indemnifying party shall be obligated to pay the reasonable fees and disbursements of
such additional counsel or counsels.

(d) (i) If the indemnification provided for in this Section 12 is unavailable to an Indemnified Person hereunder in
respect of any losses, claims, damages, liabilities or expenses referred to therein, then the indemnifying party, in lieu
of indemnifying such Indemnified Person, shall contribute to the amount paid or payable by such Indemnified Person
as a result of such losses, claims, damages, liabilities or expenses in such proportion as is appropriate to reflect the
relative fault of the indemnifying party and Indemnified Person in connection with the actions which resulted in such
losses, claims, damages, liabilities or expenses, as well as any other relevant equitable considerations. The relative
fault of such indemnifying party and Indemnified Persons shall be determined by reference to, among other things,
whether any action in question, including any untrue or alleged untrue statement of a material fact or omission or
alleged omission to state a material fact, has been made by, or relates to information supplied by, the indemnifying
party or the Indemnified Persons, and their relative intent, knowledge, access to information and opportunity to correct
or prevent such action. The amount paid or payable by a party as a result of the losses, claims, damages, liabilities and
expenses referred to above shall be deemed to include any legal or other fees or expenses reasonably incurred by such
party in connection with any investigation or proceeding.

(i) The parties hereto agree that it would not be just and equitable if contribution pursuant to this Section 12(d) were
determined by pro rata allocation or by any other method of allocation which does not take account of the equitable
considerations referred to in the immediately preceding paragraph. No Person guilty of fraudulent misrepresentation
(within the meaning of Section 11(f) of the Securities Act) shall be entitled to contribution from any Person who was
not guilty of such fraudulent misrepresentation.

Section 13.  Survival.   The representations and warranties of the Company and each of the Standby Purchasers and
the Additional Standby Purchaser contained in this Agreement or in any certificate delivered hereunder shall survive
the Closing hereunder.

Section 14.  Notices.   All notices, communications and deliveries required or permitted by this Agreement shall be
made in writing signed by the party making the same, shall specify the Section of this Agreement pursuant to which it
is given or being made and shall be deemed given or made (i) on the date delivered if delivered by telecopy or in
person, (ii) on the third (3rd) Business Day after it is mailed if mailed by registered or certified mail (return receipt
requested) (with postage and other fees prepaid) or (iii) on the day after it is delivered, prepaid, to an overnight
express delivery service that confirms to the sender delivery on such day, as follows:

(a) if to Tontine, at:

c/o Tontine Capital Management L.L.C.
55 Railroad Avenue, 3rd Floor
Greenwich, Connecticut 06830
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with a copy to:

Weil, Gotshal & Manges LLP
767 Fifth Avenue
New York, New York 10153
Attention: Ted S. Waksman
Telecopy No.: (212) 310-8007

(b) if to Legg Mason, at:

Legg Mason Opportunity Trust
c/o Legg Mason Capital Management
100 Light Street
Baltimore, Maryland 21202
Attention: General Counsel
Telecopy No.: (410) 454-5372

with a copy to:

Legg Mason Legal & Compliance
100 Light Street
Baltimore, Maryland 21202
Attention: Asset Management-Mutual Fund Practice Group
Telecopy No.: (410) 454-4408

(c) if to Additional Standby Purchaser, at:

Arklow Capital, LLC
237 Park Avenue
New York, N.Y. 10017
Attention: Chief Executive Officer
Telecopy No.: (212) 808-3789

with a copy to:

Gottfried & Associates
1328 Boston Post Road
Larchmont, N.Y. 10538
Attention: Michael N. Gottfried
Telecopy No.: (914) 833-9202

(d) if to the Company, at:

Exide Technologies
13000 Deerfield Parkway, Building 200
Alpharetta, Georgia 30004
Attention: Gordon A. Ulsh
Telecopy No.: (678) 566-9171
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Exide Technologies
13000 Deerfield Parkway, Building 200
Alpharetta, Georgia 30004
Attention: Law Department
Telecopy No.: (678) 566-9342
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and

Kirkland & Ellis LLP
200 East Randolph Drive
Chicago, IL 60601
Attention: Carter W. Emerson, P.C.
Telecopy No.: (312) 660-0374

or to such other representative or at such other address of a party as such party hereto may furnish to the other parties
in writing in accordance with this Section 14. If notice is given pursuant to this Section 14 of any assignment to a
permitted successor or assign of a party hereto, the notice shall be given as set forth above to such successor or
permitted assign of such party.

Section 15.  Assignment.   This Agreement will be binding upon, and will inure to the benefit of and be enforceable
by, the parties hereto and their respective successors and assigns, including any person to whom Securities are
transferred in accordance herewith. This Agreement, or the Standby Purchasers� or the Additional Standby Purchaser�s
obligations hereunder, may be assigned, delegated or transferred, in whole or in part, by either Standby Purchaser or
the Additional Standby Purchaser to any Affiliate (as defined in Rule 12b-2 under the Exchange Act) of such Standby
Purchaser or the Additional Standby Purchaser over which such Standby Purchaser or the Additional Standby
Purchaser or any of its Affiliates exercises investment authority, including, without limitation, with respect to voting
and dispositive rights, provided that any such assignee assumes the obligations of such Standby Purchaser or the
Additional Standby Purchaser hereunder and agrees in writing to be bound by the terms of this Agreement in the same
manner as such Standby Purchaser or Additional Standby Purchaser, as the case may be. Notwithstanding the
foregoing or any other provisions herein, no such assignment will relieve such Standby Purchaser or Additional
Standby Purchaser, as the case may be, of its obligations hereunder if such assignee fails to perform such obligations.

Section 16.  Entire Agreement.   This Agreement embodies the entire agreement and understanding between the
parties hereto in respect of the subject matter contained herein. There are no restrictions, promises, warranties, or
undertakings, other than those set forth or referred to herein, with respect to the standby purchase commitments or the
registration rights granted by the Company with respect to the Securities and the New Shares. This Agreement
supersedes all prior agreements and understandings between the parties with respect to the subject matter of this
Agreement.

Section 17.  Governing Law.   This Agreement shall be governed by and construed in accordance with the internal
laws of the State of New York (other than its rules of conflict of laws to the extent the application of the laws of
another jurisdiction would be required thereby).

Section 18.  Severability.   If any provision of this Agreement or the application thereof to any person or
circumstances is determined by a court of competent jurisdiction to be invalid, void or unenforceable, the remaining
provisions hereof, or the application of such provision to persons or circumstances other than those as to which it has
been held invalid or unenforceable, shall remain in full force and effect and shall in no way be affected, impaired or
invalidated thereby, so long as the economic or legal substance of the transactions contemplated hereby is not affected
in any manner adverse to any party. Upon such determination, the parties shall negotiate in good faith in an effort to
agree upon a suitable and equitable substitute provision to effect the original intent of the parties.

Section 19.  Extension or Modification of Rights Offering.   Without the prior written consent of the Standby
Purchasers, the Company may (i) waive irregularities in the manner of exercise of the Rights, and (ii) waive
conditions relating to the method (but not the timing) of the exercise of the Rights to the extent that such waiver does
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Section 20.  Miscellaneous.

(a) The Company shall not after the date of this Agreement enter into any agreement with respect to its securities
which is inconsistent with or violates the rights granted to holders of Securities in this Agreement.
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(b) The headings in this Agreement are for purposes of reference only and shall not limit or otherwise affect the
meaning of this Agreement.

(c) This Agreement may be executed in any number of counterparts, each of which shall be deemed to be an original,
but all of which, when taken together, shall constitute one and the same instrument.

[Remainder of this page intentionally left blank.]
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IN WITNESS WHEREOF, the parties have caused this Agreement to be duly executed and delivered as of the date
first above written.

EXIDE TECHNOLOGIES

By: 
Name: Gordon A. Ulsh
Title: President and Chief Executive Officer

TONTINE CAPITAL PARTNERS, L.P.

By: TONTINE CAPITAL MANAGEMENT, L.L.C., its general
partner

By: 
Name: Jeffrey L. Gendell
Title: Managing Member

LEGG MASON INVESTMENT TRUST, INC.

By: 
Name: 

Title: 

ARKLOW CAPITAL, LLC

By: 
Name:  

Title: 
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Annex A

Project EVERTON

$125.0 Million Equity Offering
($75.0 Million Rights Offering /50.0 Million Private Placement)

To the extent that terms and conditions herein overlap with the terms and conditions in the Standby Purchase
Agreement and the Registration Rights Agreement (the �Definitive Agreements�), the terms and conditions in the
Definitive Agreements shall govern.

Issuer Exide Technologies (the �Company�).

Aggregate Offering Size $125.0 million, comprised of a $75.0 million rights offering and a
$50.0 million additional subscription privilege for the Standby Purchasers.

Authorization Prior approval of the Company�s board of directors (the �Board�) and subject to
shareholder approval.

Rights Offering The Company is distributing to holders of its common stock, at no charge,
one subscription right for every one share of the Company�s common stock
that holders owned as of the Record Date.

Subscription Privilege Each subscription right entitles Eligible Participants to purchase, for every
one share of common stock they owned as of the Record Date, between 1.02
and 0.68 shares of common stock upon payment of between $3.00 and
$4.50 per share, depending on the Subscription Price formula described
below.

Launch Date The offering will be launched shortly after the mailing of the proxy statement
for the Company�s annual shareholder meeting, which will be held in August
2006. The expected launch date is July 27, 2006.

Record Date The Record Date is expected to be July 27, 2006 at 5:00 p.m., New York City
time. Only the Company�s stockholders as of the Record Date (the �Eligible
Participants�) will receive rights to subscribe for shares in the rights offering.

Expiration Date It is expected that the rights would expire at or shortly after the Company�s
annual meeting but in no event more than 40 days after the launch date.
Rights not exercised by the Expiration Date will be null and void. The
Company has the option, with the approval of the Standby Purchasers, to
extend the expiration of the rights offering for any reason, for a period not to
exceed 15 business days.

Subscription Price Subscription Price will be payable in cash and set at a 20% discount to the
average closing price of the Company�s common stock for the 30 trading day
period ending July 6, 2006. Notwithstanding the above, at no time shall the
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Subscription Price be higher than $4.50 per share nor shall it be lower than
$3.00 per share. All payments must be cleared on or before the Expiration
Date.

Transferability of Rights The subscription rights may not be sold, transferred or assigned.

Subscription Commitment
of Tontine

Tontine Capital Partners, L.P. (�Tontine�), who, as of June 15, 2006,
beneficially owned approximately 9.9% of the Company�s common stock, will
agree to act as a standby purchaser in the rights offering in the amount up to
54% of the unsubscribed shares.
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Subscription Commitment
of Legg Mason

Legg Mason Investment Trust, Inc. (�Legg Mason�), who, as of June 15, 2006,
beneficially owned 0.0% of the Company�s common stock, will agree to act as
a Standby Purchaser in the rights offering in the amount up to 36% of the
unsubscribed shares.

Subscription Commitment
of Arklow

Arklow Capital, LLC. (�Arklow�), who, as of June 15, 2006, beneficially
owned 4.2% of the Company�s common stock, will agree to act as a Standby
Purchaser in the rights offering in the amount up to 10% of the unsubscribed
shares.

Reallocation of Percentage
of Subscription

Tontine, Legg Mason and Arklow reserve the right to agree among
themselves to reallocate the percentage of the unsubscribed shares that they
shall each purchase (so long as Tontine, Legg Mason and Arklow purchase
100% of the unsubscribed shares in the aggregate).

Subscription Commitment
Fee

Additional subscription privilege of $50.0 million to be allocated pro rata to
Tontine and Legg Mason based on subscription commitments, subject to
change of control limitations described below.

Additional Subscription
Privilege for the Standby
Purchasers

The Company is granting Tontine and Legg Mason the right to acquire
between 11.1 million and 16.7 million shares of the Company�s common stock
at the Subscription Price after completion of the Rights Offering. They will
commit to purchase such shares.

Reallocation of Percentage
of Additional Subscription

Tontine and Legg Mason reserve the right to agree between each other to
reallocate the percentage of the additional subscription shares referred to
above that they shall each purchase (so long as Tontine and Legg Mason
purchase 100% of the additional subscription shares in the aggregate).

Change of Control No purchaser, or group of which that purchaser is a member, may acquire
shares in the equity offering that would result in a Change of Control under
the Company�s Senior Credit Facility (30% fully-diluted ownership) or
Second-Lien Notes agreement (50% of outstanding shares).

Subscription Agent [TBD].

Use of Proceeds Proceeds will be used to provide additional liquidity for working capital,
capital expenditures and general corporate purposes.

Board of Directors Tontine shall have the right to nominate 2 directors on the Board reasonably
acceptable to the Board, which Board shall consist of not more than 9
members immediately after giving effect to such additional 2 directors; it
being understood that the Board shall be free to change the size of the Board
after the closing date of the rights offering to the extent permitted by the
Company�s certificate of incorporation and by-laws and Delaware law.

Registration Rights
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Tontine, Legg Mason and Arklow shall have registration rights, which shall
consist of an immediate evergreen shelf registration statement, demand
registrations if the shelf registration statement is not effective, unlimited
Form S-3 registrations so long as the Company is eligible to use such Form
and piggyback registration rights.
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Annex B

REGISTRATION RIGHTS AGREEMENT

Registration Rights Agreement, dated as of          , 2006, by and among Exide Technologies, a Delaware corporation
(�Company�), and the stockholders signatories hereto.

WITNESSETH:

WHEREAS, this Agreement is being entered into in connection with the Standby Purchase Agreement dated as of
June [  ], 2006 (the �Standby Purchase Agreement�) among the parties to this Agreement (as defined below);

NOW, THEREFORE, in consideration of the premises and the covenants hereinafter contained, it is agreed as
follows:

1. Definitions.  Unless otherwise defined herein, capitalized terms used herein and in the recitals above shall have the
following meanings:

�Additional Holders� shall mean the Permitted Assignees of Registrable Securities who, from time to time, acquire
Registrable Securities from a Holder or Holders and own Registrable Securities at the relevant time, agree to be bound
by the terms hereof and become Holders for purposes of this Agreement.

�Affiliate� of a Person shall mean any Person that directly, or indirectly through one or more intermediaries, controls,
or is controlled by, or is under common control with, such other Person. For purposes of this definition, �control� shall
mean the ability of one Person to direct the management and policies of another Person.

�Agreement� shall mean this Registration Rights Agreement, including all amendments, modifications and
supplements and any exhibits or schedules to any of the foregoing, and shall refer to the Agreement as the same may
be in effect at the time such reference becomes operative.

�Business Day� shall mean any day that is not a Saturday, a Sunday or a day on which banks are required or
permitted to be closed in the State of New York.

�Closing Date� shall have the meaning assigned to such term in the Standby Purchase Agreement.

�Commission� shall mean the Securities and Exchange Commission or any other federal agency then administering
the Securities Act and other federal securities laws.

�Common Stock� shall mean the shares of common stock, $.01 par value per share, of Company, as adjusted to reflect
any merger, consolidation, recapitalization, reclassification, split-up, stock dividend, rights offering or reverse stock
split made, declared or effected with respect to the Common Stock.

�Company� shall have the meaning assigned to such term in the preamble.

�Demand Registration� shall have the meaning assigned to such term in Section 2(b) hereof.

�Exchange Act� shall mean the Securities Exchange Act of 1934, as amended, or any similar federal statute, and the
rules and regulations of the Commission thereunder, all as the same shall be in effect from time to time.
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�Holder� shall mean any (i) Person who owns Registrable Securities at the relevant time and is a party to this
Agreement or (ii) any Additional Holder.

�Majority Holders� shall mean Holders holding at the time, shares of Registrable Securities representing more than
50% of the then outstanding Registrable Securities.

�Permitted Assignee� shall mean any (a) Affiliate of any Holder who acquires Registrable Securities from such
Holder, or its Affiliates, or (b) any other Person who acquires any Registrable Securities of any Holder or Holders
who is designated as a Permitted Assignee by such Holder in a written notice to
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Company; provided, however, that the rights of any Person designated as a Permitted Assignee referred to in the
foregoing clause (b) shall be limited if, and to the extent, provided in such notice.

�Person� shall mean any individual, corporation, partnership, limited liability company, joint venture, association,
joint-stock company, trust, unincorporated organization, government or any agency or political subdivision thereof or
any other entity.

�Registrable Securities� shall mean the Common Stock of Company owned by the Holders as of the date hereof or at
any time in the future; and, if as a result of any reclassification, stock dividends or stock splits or in connection with a
combination of shares, recapitalization, merger, consolidation, sale of all or substantially all of the assets of Company
or other reorganization or other transaction or event, any capital stock, evidence of indebtedness, warrants, options,
rights or other securities (collectively �Other Securities�) are issued or transferred to a Holder in respect of Registrable
Securities held by the Holder, references herein to Registrable Securities shall be deemed to include such Other
Securities.

�Securities Act� shall mean the Securities Act of 1933, as amended, or any similar federal statute, and the rules and
regulations of the Commission thereunder, all as the same shall be in effect from time to time.

�Shelf Registration� means a registration effected pursuant to Section 2(a) hereof.

�Shelf Registration Statement� means a �shelf� registration statement of Company relating to a �shelf� offering in
accordance with Rule 415 of the Securities Act, or any similar rule that may be adopted by the Commission, pursuant
to the provisions of Section 2(a) hereof which covers all of the Registrable Securities held by the Holders, on an
appropriate form under the Securities Act, and all amendments and supplements to such registration statement,
including post-effective amendments, in each case including the prospectus contained therein, all exhibits thereto and
all material incorporated by reference therein.

�Standby Purchase Agreement� shall have the meaning assigned to such term in the recitals.

2. Required Registration.

(a) Company shall use its reasonable best efforts to cause a Shelf Registration Statement to be filed and declared
effective by the Commission within 90 days after the Closing Date. Each Holder as to which any Shelf Registration is
being effected agrees to furnish to Company all information with respect to such Holder necessary to make any
information previously furnished to Company by such Holder not misleading. Company agrees to use its reasonable
best efforts to keep the Shelf Registration Statement continuously effective for as long as any Holder holds
Registrable Securities. Company further agrees, if necessary, to promptly supplement or amend the Shelf Registration
Statement, if required by the rules, regulations or instructions applicable to the registration form used by Company for
such Shelf Registration Statement or by the Securities Act or by any other rules and regulations thereunder for shelf
registrations, and Company agrees to furnish to the Holders of Registrable Securities copies of any such supplement
or amendment promptly after its being used or filed with the Commission.

(b) At any time the Shelf Registration Statement covering all Registrable Securities is not effective and after receipt of
a written request from the Holders of Registrable Securities requesting that Company effect a registration under the
Securities Act covering at least 10% of the Registrable Securities outstanding as of the Closing Date (a �Demand
Registration�), and specifying the intended method or methods of disposition thereof, Company shall promptly notify
all Holders in writing of the receipt of such request and each such Holder, in lieu of exercising its rights under
Section 3 may elect (by written notice sent to Company within 10 Business Days from the date of such Holder�s
receipt of the aforementioned Company�s notice) to have Registrable Securities included in such Demand Registration
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thereof pursuant to this Section 2. Thereupon Company shall, as expeditiously as is possible, use its reasonable best
efforts to effect the registration under the Securities Act of all shares of Registrable Securities which Company has
been so requested to register by such Holders for sale, all to the extent required to permit the disposition (in
accordance with the intended method or methods thereof, as aforesaid) of the Registrable Securities so registered;
provided, however, that Company shall not be required to effect more than two (2) registrations of any Registrable
Securities pursuant
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to this Section 2, unless Company shall be eligible at any time to file a registration statement on Form S-3 (or other
comparable short form) under the Securities Act, in which event there shall be no limit on the number of such
registrations pursuant to this Section 2.

(c) A registration will not count as a Demand Registration until it has become effective (unless the requesting Holders
withdraw all their Registrable Securities and Company has performed its obligations hereunder in all material
respects, in which case such demand will count as a Demand Registration unless the requesting Holders pay all
registration expense in connection with such withdrawn registration); provided, however, that if, after it has become
effective, an offering of Registrable Securities pursuant to a registration is interfered with by any stop order,
injunction or other order or requirement of the Commission or other governmental agency or court or is withdrawn
because of any development affecting Company, such registration will be deemed not to have been effected and will
not count as a Demand Registration.

(d) If the managing underwriter of a Demand Registration shall advise Company in writing that, in its opinion, the
distribution of the Registrable Securities requested to be included in the Demand Registration would materially and
adversely affect the distribution of such Registrable Securities, then all selling Holders shall reduce the amount of
Registrable Securities each intended to distribute through such offering on a pro-rata basis.

3. Incidental Registration.   If Company at any time proposes to file on its behalf and/or on behalf of any of its
security holders (the �demanding security holders�) a registration statement under the Securities Act on any form (other
than a registration statement on Form S-4 or S-8 or any successor form for securities to be offered in a transaction of
the type referred to in Rule 145 under the Securities Act or to employees of Company pursuant to any employee
benefit plan, respectively) for the general registration of securities, it will give written notice to all Holders at least
20 days before the initial filing with the Commission of such registration statement, which notice shall set forth the
intended method of disposition of the securities proposed to be registered by Company. The notice shall offer to
include in such filing the aggregate number of shares of Registrable Securities as such Holders may request.

Each Holder desiring to have Registrable Securities registered under this Section 3 shall advise Company in writing
within 10 Business Days after the date of receipt of such offer from Company, setting forth the amount of such
Registrable Securities for which registration is requested. Company shall thereupon include in such filing the number
of shares of Registrable Securities for which registration is so requested, subject to the next sentence, and shall use its
reasonable best efforts to effect registration under the Securities Act of such shares. If the managing underwriter of a
proposed public offering shall advise Company in writing that, in its opinion, the distribution of the Registrable
Securities requested to be included in the registration concurrently with the securities being registered by Company or
such demanding security holder would materially and adversely affect the distribution of such securities by Company
or such demanding security holder, then all selling security holders (including the demanding security holder who
initially requested such registration) shall reduce the amount of securities each intended to distribute through such
offering on a pro-rata basis.

Except as otherwise provided in Section 5, all expenses of such registration shall be borne by Company.

4. Registration Procedures.   If Company is required by the provisions of Section 2 or 3 to use its reasonable best
efforts to effect the registration of any of its securities under the Securities Act, Company will, as expeditiously as
possible:

(a) prepare and file with the Commission a registration statement with respect to such securities and use its reasonable
best efforts to cause such registration statement to become and remain effective for a period of time required for the
disposition of such securities by the holders thereof, but not to exceed 180 days (other than the Shelf Registration
Statement which shall be kept effective for such period as provided in Section 2(a));
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(b) prepare and file with the Commission such amendments and supplements to such registration statement and the
prospectus used in connection therewith as may be necessary to keep such registration statement effective and to
comply with the provisions of the Securities Act with respect to the sale or other disposition of all securities covered
by such registration statement until the earlier of such time as

A-23

Edgar Filing: EDWARDS A G INC - Form 10-Q

Table of Contents 65



Table of Contents

all of such securities have been disposed of in a public offering or the expiration of 180 days (other than the Shelf
Registration Statement which shall be kept effective for such period as provided in Section 2(a));

(c) furnish to such selling security holders such number of copies of a summary prospectus or other prospectus,
including a preliminary prospectus, in conformity with the requirements of the Securities Act, and such other
documents, as such selling security holders may reasonably request;

(d) use its reasonable best efforts to register or qualify the securities covered by such registration statement under such
other securities or blue sky laws of such jurisdictions within the United States as each holder of such securities shall
request (provided, however, that Company shall not be obligated to qualify as a foreign corporation to do business
under the laws of any jurisdiction in which it is not then qualified or to file any general consent to service or process),
and do such other reasonable acts and things as may be required of it to enable such holder to consummate the
disposition in such jurisdiction of the securities covered by such registration statement;

(e) promptly notify each Holder whose Registrable Securities are intended to be covered by such registration
statement and each underwriter and, if requested by any such Person, confirm such notice in writing (i) when a
prospectus or any prospectus supplement or post-effective amendment has been filed and, with respect to a
registration statement or any post-effective amendment, when the same has become effective, (ii) of the issuance by
any state securities or other regulatory authority of any order suspending the qualification or exemption from
qualification of any of the Registrable Securities under state securities or �blue sky� laws or the initiation of any
proceedings for that purpose, (iii) any request by the Commission for the amending or supplementing of such
registration statement or prospectus or for additional information; and (iv) of the happening of any event which makes
any statement made in a registration statement or related prospectus untrue or which requires the making of any
changes in such registration statement, prospectus or documents so that they will not contain any untrue statement of a
material fact or omit to state any material fact required to be stated therein or necessary to make the statements therein
not misleading, and, as promptly as practicable thereafter, prepare and file with the Commission and furnish a
supplement or amendment to such prospectus so that, as thereafter deliverable to the purchasers of such Registrable
Securities, such prospectus will not contain any untrue statement of a material fact or omit a material fact necessary to
make the statements therein, in light of the circumstances under which they were made, not misleading, and the time
period during which such registration statement is required to remain effective shall be extended for the time period
during which such prospectus is so suspended;

(f) furnish, at the request of any Holder requesting registration of Registrable Securities pursuant to Section 2, on the
date that such shares of Registrable Securities are delivered to the underwriters for sale pursuant to such registration
or, if such Registrable Securities are not being sold through underwriters, on the date that the registration statement
with respect to such shares of Registrable Securities becomes effective, (1) an opinion, dated such date, of the
independent counsel representing Company for the purposes of such registration, addressed to the underwriters, if any,
and if such Registrable Securities are not being sold through underwriters, then to the Holders making such request, in
customary form and covering matters of the type customarily covered in such legal opinions; and (2) a comfort letter
dated such date, from the independent certified public accountants of Company, addressed to the underwriters, if any,
and if such Registrable Securities are not being sold through underwriters, then to the Holder making such request
and, if such accountants refuse to deliver such letter to such Holder, then to Company, in a customary form and
covering matters of the type customarily covered by such comfort letters and as the underwriters or such Holder shall
reasonably request. Such opinion of counsel shall additionally cover such other legal matters with respect to the
registration in respect of which such opinion is being given as such Holders may reasonably request. Such letter from
the independent certified public accountants shall additionally cover such other financial matters (including
information as to the period ending not more than five Business Days prior to the date of such letter) with respect to
the registration in respect of which such letter is being given as the Holders of a majority of the Registrable Securities
being so registered may reasonably request;
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(g) enter into customary agreements (including an underwriting agreement in customary form) and take such other
actions as are reasonably required in order to expedite or facilitate the disposition of such Registrable Securities; and

(h) otherwise use its reasonable best efforts to comply with all applicable rules and regulations of the Commission,
and make available to its security holders, as soon as reasonably practicable, but not later than 18 months after the
effective date of the registration statement, an earnings statement covering the period of at least 12 months beginning
with the first full month after the effective date of such registration statement, which earnings statement shall satisfy
the provisions of Section 11(a) of the Securities Act.

It shall be a condition precedent to the obligation of Company to take any action pursuant to this Agreement in respect
of the securities which are to be registered at the request of any Holder that such Holder shall furnish to Company
such information regarding the securities held by such Holder and the intended method of disposition thereof as
Company shall reasonably request and as shall be required in connection with the action taken by Company.

Each Holder agrees that, upon receipt of any notice from Company of the happening of any event of the kind
described in Section 4(e)(iv), such Holder shall immediately discontinue such Holder�s disposition of Registrable
Securities pursuant to the registration statement relating to such Registrable Securities until such Holder�s receipt of
the copies of the supplemented or amended prospectus contemplated by Section 4(e)(iv).

5. Expenses.   All expenses incurred in complying with this Agreement, including, without limitation, all registration
and filing fees (including all expenses incident to filing with any stock exchange or the National Association of
Securities Dealers, Inc.), printing expenses, fees and disbursements of counsel for Company, the reasonable fees and
reasonable expenses of counsel for the selling security holders (selected by those holding a majority of the shares
being registered), expenses of any special audits incident to or required by any such registration and expenses of
complying with the securities or blue sky laws of any jurisdiction pursuant to Section 4(d), shall be paid by Company,
except that:

(a) all such expenses in connection with any amendment or supplement to the registration statement or prospectus
filed more than 180 days after the effective date of such registration statement because any Holder has not effected the
disposition of the securities requested to be registered shall be paid by such Holder; and

(b) Company shall not be liable for any fees, discounts or commissions to any underwriter or any fees or
disbursements of counsel for any underwriter in respect of the securities sold by such Holder.

6. Indemnification and Contribution.

(a) In the event of any registration of any Registrable Securities under the Securities Act pursuant to this Agreement,
Company shall indemnify and hold harmless to the fullest extent permitted by law the Holder of such Registrable
Securities, such Holder�s directors and officers, and each other person (including each underwriter) who participated in
the offering of such Registrable Securities and each other person, if any, who controls such Holder or such
participating person within the meaning of the Securities Act, against any losses, claims, damages or liabilities, joint
or several, to which such Holder or any such director or officer or participating person or controlling person may
become subject under the Securities Act or any other statute or at common law, insofar as such losses, claims,
damages or liabilities (or actions in respect thereof) arise out of or are based upon (i) any alleged untrue statement of
any material fact contained, on the effective date thereof, in any registration statement under which such securities
were registered under the Securities Act, any preliminary prospectus or final prospectus contained therein, or any
amendment or supplement thereto, or (ii) any alleged omission to state therein a material fact required to be stated
therein or necessary to make the statements therein not misleading, and shall reimburse such Holder or such director,
officer or participating person or controlling person for any legal or any other expenses reasonably incurred by such
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defending any such loss, claim, damage, liability or action; provided, however, that Company shall not be liable in any
such case to the extent that
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any such loss, claim, damage or liability arises out of or is based upon any actual or alleged untrue statement or actual
or alleged omission made in such registration statement, preliminary prospectus, prospectus or amendment or
supplement in reliance upon and in conformity with written information furnished to Company by such Holder
specifically for use therein or (in the case of any registration pursuant to Section 2) so furnished for such purposes by
any underwriter. Such indemnity shall remain in full force and effect regardless of any investigation made by or on
behalf of such Holder or such director, officer or participating person or controlling person, and shall survive the
transfer of such securities by such Holder.

(b) Each Holder, by acceptance hereof, agrees to indemnify and hold harmless to the fullest extent permitted by law
Company, its directors and officers and each other person, if any, who controls Company within the meaning of the
Securities Act against any losses, claims, damages or liabilities, joint or several, to which Company or any such
director or officer or any such person may become subject under the Securities Act or any other statute or at common
law, insofar as such losses, claims, damages or liabilities (or actions in respect thereof) arise out of or are based upon
information provided in writing to Company by such Holder specifically for use in the following documents and
contained, on the effective date thereof, in any registration statement under which securities were registered under the
Securities Act at the request of such Holder, any preliminary prospectus or final prospectus contained therein, or any
amendment or supplement thereto. Notwithstanding the provisions of this paragraph (b) or paragraph (d) below, no
Holder shall be required to indemnify any person pursuant to this Section 6 or to contribute pursuant to
paragraph (d) below in an amount in excess of the amount of the aggregate net proceeds received by such Holder in
connection with any such registration under the Securities Act.

(c) Any Person entitled to indemnification hereunder will (i) give prompt written notice to the indemnifying party of
any claim with respect to which it seeks indemnification (provided that the failure to give such notice shall not limit
the rights of such Person, except to the extent the indemnifying party is actually prejudiced thereby) and (ii) unless in
such indemnified party�s reasonable judgment a conflict of interest between such indemnified and indemnifying parties
may exist with respect to such claim, permit such indemnifying party to assume the defense of such claim with
counsel reasonably satisfactory to the indemnified party; provided, however, that any person entitled to
indemnification hereunder shall have the right to employ separate counsel and to participate in the defense of such
claim, but the fees and expenses of such counsel shall be at the expense of such Person unless (A) the indemnifying
party has agreed to pay such fees or expenses or (B) the indemnifying party shall have failed to assume the defense of
such claim and employ counsel reasonably satisfactory to such Person. If such defense is not assumed by the
indemnifying party as permitted hereunder, the indemnifying party will not be subject to any liability for any
settlement made by the indemnified party without its consent (but such consent will not be unreasonably withheld or
delayed). If such defense is assumed by the indemnifying party pursuant to the provisions hereof, such indemnifying
party shall not settle or otherwise compromise the applicable claim unless (i) such settlement or compromise contains
a full and unconditional release of the indemnified party or (ii) the indemnified party otherwise consents in writing,
which consent shall not be unreasonably withheld or delayed. An indemnifying party who is not entitled to, or elects
not to, assume the defense of a claim will not be obligated to pay the fees and expenses of more than one counsel for
all parties indemnified by such indemnifying party with respect to such claim, unless in the reasonable judgment of
any indemnified party, a conflict of interest may exist between such indemnified party and any other of such
indemnified parties with respect to such claim, in which event the indemnifying party shall be obligated to pay the
reasonable fees and disbursements of such additional counsel or counsels.

(d) If the indemnification provided for in this Section 6 from the indemnifying party is unavailable to an indemnified
party hereunder in respect of any losses, claims, damages, liabilities or expenses referred to therein, then the
indemnifying party, in lieu of indemnifying such indemnified party, shall contribute to the amount paid or payable by
such indemnified party as a result of such losses, claims, damages, liabilities or expenses in such proportion as is
appropriate to reflect the relative fault of the indemnifying party and indemnified parties in connection with the
actions which resulted in such losses, claims, damages, liabilities or expenses, as well as any other relevant equitable
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relative fault of such indemnifying party and indemnified parties shall be determined by reference to, among other
things, whether any action in question, including any untrue or alleged untrue statement of a material fact or omission
or alleged omission to state a material fact, has been made by, or relates to information supplied by, such
indemnifying party or indemnified parties, and the parties� relative intent, knowledge, access to information and
opportunity to correct or prevent such action. The amount paid or payable by a party as a result of the losses, claims,
damages, liabilities and expenses referred to above shall be deemed to include any legal or other fees or expenses
reasonably incurred by such party in connection with any investigation or proceeding.

The parties hereto agree that it would not be just and equitable if contribution pursuant to this Section 6(d) were
determined by pro-rata allocation or by any other method of allocation which does not take account of the equitable
considerations referred to in the immediately preceding paragraph. No Person guilty of fraudulent misrepresentation
(within the meaning of Section 11(f) of the Securities Act) shall be entitled to contribution from any Person who was
not guilty of such fraudulent misrepresentation.

7. Certain Limitations on Registration Rights.   Notwithstanding the other provisions of this Agreement:

(a) Company shall not be obligated to register the Registrable Securities of any Holder if, in the opinion of counsel to
Company reasonably satisfactory to the Holder and its counsel (or, if the Holder has engaged an investment banking
firm, to such investment banking firm and its counsel), the sale or other disposition of such Holder�s Registrable
Securities, in the manner proposed by such Holder (or by such investment banking firm), may be effected without
registering such Registrable Securities under the Securities Act; and

(b) Company shall not be obligated to register the Registrable Securities of any Holder pursuant to Section 2 if
Company has had a registration statement, under which such Holder had a right to have its Registrable Securities
included pursuant to Section 2 or 3, declared effective within six months prior to the date of the request pursuant to
Section 2; provided, however, that if any Holder elected to have shares of its Registrable Securities included under
such registration statement but some or all of such shares were excluded pursuant to the penultimate sentence of
Section 3, then such six-month period shall be reduced to three months.

(c) Company shall have the right to delay the filing or effectiveness of a registration statement required pursuant to
Section 2 hereof during one or more periods aggregating not more than 90 days in any twelve-month period in the
event that (i) Company would, in accordance with the advice of its counsel, be required to disclose in the prospectus
information not otherwise then required by law to be publicly disclosed and (ii) in the judgment of Company�s board of
directors, there is a reasonable likelihood that such disclosure, or any other action to be taken in connection with the
prospectus, would materially and adversely affect any existing or prospective material business situation, transaction
or negotiation or otherwise materially and adversely affect Company.

8. Selection of Managing Underwriters.   The managing underwriter or underwriters for any offering of Registrable
Securities to be registered pursuant to Section 2 shall be selected by the holders of a majority of the Registrable
Securities being so registered and shall be reasonably acceptable to Company.

9. Interpretive Matters.   Unless otherwise expressly provided or the context otherwise requires, for purposes of this
Agreement the following rules of interpretation apply:

(a) When calculating the period of time before which, within which or following which any act is to be done or step
taken pursuant to this Agreement, the date that is the reference date in calculating such period is excluded. If the last
day of such period is a non-Business Day, the period in question ends on the next succeeding Business Day.
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(c) All references in this Agreement to any �Article,� or �Section,� are to the corresponding Article or Section of this
Agreement.
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(d) The words �herein,� �hereinafter,� �hereof,� and �hereunder� refer to this Agreement as a whole and not merely to a
subdivision in which such words appear unless the context otherwise requires.

(e) The word �including� or any variation thereof means �including, but not limited to,� and does not limit any general
statement that it follows to the specific or similar items or matters immediately following it.

10. Miscellaneous.

(a) No Inconsistent Agreements.   Company will not hereafter enter into any agreement with respect to its securities
which is inconsistent with the rights granted to the Holders in this Agreement.

(b) Remedies.   Each Holder, in addition to being entitled to exercise all rights granted by law, including recovery of
damages, will be entitled to specific performance of its rights under this Agreement. Company agrees that monetary
damages would not be adequate compensation for any loss incurred by reason of a breach by it of the provisions of
this Agreement and hereby agrees to waive the defense in any action for specific performance that a remedy at law
would be adequate. In any action or proceeding brought to enforce any provision of this Agreement or where any
provision hereof is validly asserted as a defense, the successful party shall be entitled to recover reasonable attorneys�
fees in addition to any other available remedy.

(c) Amendments and Waivers.   Except as otherwise provided herein, the provisions of this Agreement may not be
amended, modified or supplemented, and waivers or consents to departure from the provisions hereof may not be
given unless Company has obtained the written consent of the Majority Holders.

(d) Notice Generally.   All notices, demands, communications and deliveries required or permitted by this Agreement
shall be made in writing signed by the party making the same, shall specify the Section of this Agreement pursuant to
which it is given or being made and shall be deemed given or made (i) on the date delivered if delivered by telecopy
or in person, (ii) on the third (3rd) Business Day after it is mailed if mailed by registered or certified mail (return
receipt requested) (with postage and other fees prepaid) or (iii) on the day after it is delivered, prepaid, to an overnight
express delivery service that confirms to the sender delivery on such day, as follows:

(i) If to any Holder, at its last known address appearing on the books of Company maintained for such purpose.

(ii) If to Company, at:

Exide Technologies
13000 Deerfield Parkway, Building 200
Alpharetta, Georgia 30004
Attention: Gordon A. Ulsh
Telecopy No.: (678) 566-9171

With copies to:

Exide Technologies
13000 Deerfield Parkway, Building 200
Alpharetta, Georgia 30004
Attention: Law Department
Telecopy No.: (678) 566-9342

and
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or at such other address as may be substituted by notice given as herein provided. The giving of any notice required
hereunder may be waived in writing by the party entitled to receive such notice. Every notice, demand, request,
consent, approval, declaration, delivery or other communication hereunder shall be deemed to have been duly given or
served on the date on which personally delivered, with receipt acknowledged, telecopied and confirmed by telecopy
answerback or three Business Days after the same shall have been deposited in the United States mail.

(e) Rule 144.   So long as Company is subject to the reporting requirements under the Exchange Act, it shall comply
with such requirements so as to permit sales of Registrable Securities by the holders thereof pursuant to Rule 144
under the Securities Act.

(f) Successors and Assigns.   This Agreement shall inure to the benefit of and be binding upon the successors and
permitted assigns of each of the parties hereto including any person to whom Registrable Securities are transferred and
becomes an Additional Holder in accordance with this Agreement.

(g) Headings.   The headings in this Agreement are for convenience of reference only and shall not limit or otherwise
affect the meaning hereof.

(h) Governing Law; Jurisdiction; Jury Waiver.   This Agreement shall be governed by, construed and enforced in
accordance with the laws of the State of New York without giving effect to the conflict of laws provisions thereof.

Each of the parties hereby submits to personal jurisdiction and waives any objection as to venue in the County of New
York, State of New York. Service of process on the parties in any action arising out of or relating to this Agreement
shall be effective if mailed to the parties in accordance with Section 10(d) hereof. The parties hereto waive all right to
trial by jury in any action or proceeding to enforce or defend any rights hereunder.

(i) Severability.   Wherever possible, each provision of this Agreement shall be interpreted in such manner as to be
effective and valid under applicable law, but if any provision of this Agreement shall be prohibited by or invalid under
applicable law, such provision shall be ineffective to the extent of such prohibition or invalidity, without invalidating
the remainder of such provision or the remaining provisions of this Agreement.

(j)  Entire Agreement.   This Agreement represents the complete agreement and understanding of the parties hereto in
respect of the subject matter contained herein and therein. This Agreement supersedes all prior agreements and
understandings between the parties with respect to the subject matter hereof.

(k) Counterparts.   This Agreement may be executed in any number of counterparts and by the parties hereto in
separate counterparts (including by facsimile), each of which when so executed shall be deemed to be an original and
all of which taken together shall constitute one and the same agreement.

(i) Termination.   Company�s obligations under this Agreement shall cease with respect to any Person when such
Person ceases to be a Holder. Notwithstanding the foregoing, Company�s obligations under Section 5 and Section 6
shall survive in accordance with their terms.
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first above written.

EXIDE TECHNOLOGIES

By: 
Name:
Title:

TONTINE CAPITAL PARTNERS, L.P.

By: TONTINE CAPITAL MANAGEMENT, L.L.C.,
its general partner

By: 
Name:
Title:

LEGG MASON INVESTMENT TRUST, INC.

By: 
Name:
Title:

ARKLOW CAPITAL, LLC

By: 
Name:
Title:

[PERMITTED ASSIGNEES UNDER STANDBY PURCHASE AGREEMENT]
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APPENDIX B

EXIDE TECHNOLOGIES

2004 STOCK INCENTIVE PLAN
(as proposed to be amended)

1.  Establishment, Purpose, and Types of Awards

Exide Technologies (the �Company�) hereby establishes an incentive compensation plan to be known as the �Exide
Technologies 2004 Stock Incentive Plan� (hereinafter referred to as the �Plan�), in order to provide incentives and awards
to select key management employees and directors of the Company and its Affiliates, as well as certain consultants.

The Plan permits the granting of the following types of awards (�Awards�), according to the Sections of the Plan listed
here:

Section 6 Options
Section 7 Restricted Shares
Section 8 Performance Awards

The Plan is not intended to affect and shall not affect any stock options, equity-based compensation, or other benefits
that the Company or its Affiliates may have provided, or may separately provide in the future pursuant to any
agreement, plan, or program that is independent of this Plan.

2.  Defined Terms

Terms in the Plan that begin with an initial capital letter have the defined meaning set forth in Appendix A, unless
defined elsewhere in this Plan or the context of their use clearly indicates a different meaning.

3.  Shares Subject to the Plan

Subject to the provisions of Section 11 of the Plan, the maximum number of Shares that the Company may issue is
7,125,000 Shares for all Awards all of which may be issued as Incentive Stock Options (�ISO�); but the Company shall
not issue more than 1,900,000* Shares pursuant to Awards in the form of Restricted Shares and Performance Awards.
For all Awards, the Shares issued pursuant to the Plan may be authorized but unissued Shares, or Shares that the
Company has reacquired or otherwise holds in treasury.

Shares that are subject to an Award that for any reason expires, is forfeited, is cancelled, or becomes unexercisable,
and Shares that are for any other reason not paid or delivered under the Plan shall again, except to the extent
prohibited by Applicable Law, be available for subsequent Awards under the Plan. In addition, the Committee may
make future Awards with respect to Shares that the Company retains from otherwise delivering pursuant to an Award
either (i) as payment of the exercise price of an Award, or (ii) in order to satisfy the withholding or employment taxes
due upon the grant, exercise, vesting, or distribution of an Award. Notwithstanding the foregoing, but subject to
adjustments pursuant to Section 11 below, the number of Shares that are available for ISO Awards shall be
determined, to the extent required under applicable tax laws, by reducing the number of Shares designated in the
preceding paragraph by the number of Shares granted pursuant to Awards (whether or not Shares are issued pursuant
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to such Awards); provided that any Shares that are either purchased under the Plan and forfeited back to the Plan, or
surrendered in payment of the Exercise Price for an Award shall be available for issuance pursuant to ISO Awards.

     * These amounts assume the Share Transaction is consummated. If it is not, they will be reduced to 5,125,000 and
1,275,000.
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4.  Administration

(a) General.  The Committee shall administer the Plan in accordance with its terms, provided that the Board may act
in lieu of the Committee on any matter. The Committee shall hold meetings at such times and places as it may
determine and shall make such rules and regulations for the conduct of its business as it deems advisable. In the
absence of a duly appointed Committee or if the Board otherwise chooses to act in lieu of a Committee, the Board
shall function as the Committee for all purposes of the Plan.

(b) Committee Composition.  The Board shall appoint the members of the Committee. The Board or Committee may
(i) delegate to a committee of one or more members of the Board who are not �outside directors� within the meaning of
Section 162(m) of the Code the authority to grant awards to Eligible Persons who are either (A) not then �covered
employees� within the meaning of Section 162(m) of the Code (�Covered Employees�) and are not expected to be
Covered Employees at the time of recognition of income resulting from such Award or (B) not persons with respect to
whom the Company wishes to comply with Section 162(m) of the Code or (ii) delegate to a committee of one or more
members of the Board who are not �non-employee directors� within the meaning of Rule 16b-3 the authority to grant
Awards to Eligible Persons who are not subject to Section 16 of the Exchange Act. The Board may at any time
appoint additional members to the Committee, remove and replace members of the Committee with or without Cause,
and fill vacancies on the Committee however caused.

(c) Powers of the Committee.  Subject to the provisions of the Plan, the Committee shall have the authority, in its sole
discretion:

(i) to determine Eligible Persons to whom Awards shall be granted from time to time and the number of Shares or
units to be covered by each Award;

(ii) to determine, from time to time, the Fair Market Value of Shares;

(iii) to determine, and to set forth in Award Agreements, the terms and conditions of all Awards, including any
applicable exercise or purchase price, the installments and conditions under which an Award shall become vested
(which may be based on performance), terminated, expired, cancelled, or replaced, and the circumstances for vesting
acceleration or waiver of forfeiture restrictions, and other restrictions and limitations;

(iv) to approve the forms of Award Agreements and all other documents, notices and certificates in connection
therewith which need not be identical either as to type of Award or among Participants;

(v) to construe and interpret the terms of the Plan and any Award Agreement, to determine the meaning of their terms,
and to prescribe, amend, and rescind rules and procedures relating to the Plan and its administration; and

(vi) to determine, with respect to any calendar year, whether Directors may elect to receive an Option in lieu of
payment of fees in cash, and the percentage of such fees that may be declined in order to receive a grant of such an
Option.

(vii) in order to fulfill the purposes of the Plan and without amending the Plan, modify, cancel, or waive the
Company�s rights with respect to any Awards, to adjust or to modify Award Agreements for changes in Applicable
Law, and to recognize differences in foreign law, tax policies, or customs; and

(viii) to make all other interpretations and to take all other actions that the Committee may consider necessary or
advisable to administer the Plan or to effectuate its purposes.
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Subject to Applicable Law and the restrictions set forth in the Plan, the Committee may delegate administrative
functions to individuals who are Reporting Persons, officers, or Employees of the Company or its Affiliates.

(d) Deference to Committee Determinations.  The Committee shall have the discretion to interpret or construe
ambiguous, unclear, or implied (but omitted) terms in any fashion it deems to be appropriate in its sole discretion, and
to make any findings of fact needed in the administration of the Plan or Award
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Agreements. The Committee�s prior exercise of its discretionary authority shall not obligate it to exercise its authority
in a like fashion thereafter. The Committee�s interpretation and construction of any provision of the Plan, or of any
Award or Award Agreement, shall be final, binding, and conclusive. The validity of any such interpretation,
construction, decision or finding of fact shall not be given de novo review if challenged in court, by arbitration, or in
any other forum, and shall be upheld unless clearly arbitrary or capricious.

(e) No Liability; Indemnification.  Neither the Board nor any Committee member, nor any Person acting at the
direction of the Board or the Committee, shall be liable for any act, omission, interpretation, construction or
determination made in good faith with respect to the Plan, any Award or any Award Agreement. The Company and its
Affiliates shall pay or reimburse any member of the Committee, as well as any Director, Employee, or Consultant who
takes action in connection with the Plan, for all expenses incurred with respect to the Plan, and to the full extent
allowable under Applicable Law shall indemnify each and every one of them for any claims, liabilities, and costs
(including reasonable attorney�s fees) arising out of their good faith performance of duties under the Plan. The
Company and its Affiliates may obtain liability insurance for this purpose.

5.  Eligibility

(a) General Rule.  The Committee may grant ISOs only to Employees (including officers who are Employees) of the
Company or an Affiliate that is a �parent corporation� or �subsidiary corporation� within the meaning of Section 424 of
the Code, and may grant all other Awards to any Eligible Person. A Participant who has been granted an Award may
be granted an additional Award or Awards if the Committee shall so determine, if such person is otherwise an Eligible
Person and if otherwise in accordance with the terms of the Plan.

(b) Grant of Awards.  Subject to the express provisions of the Plan, the Committee shall determine from the class of
Eligible Persons those individuals to whom Awards under the Plan may be granted, the number of Shares subject to
each Award, the price (if any) to be paid for the Shares or the Award and, in the case of Performance Awards, in
addition to the matters addressed in Section 8 below, the specific objectives, goals and performance criteria that
further define the Performance Award. Each Award shall be evidenced by an Award Agreement signed by the
Company and, if required by the Committee, by the Participant. The Award Agreement shall set forth the material
terms and conditions of the Award established by the Committee.

(c) Limits on Awards.  During the term of the Plan, no Participant may receive Options under the Plan that relate to
more than 1,500,000* shares and no Participant may receive Performance Awards under the Plan that, in the
aggregate, relate to more than 600,000 Shares. The Committee may adjust these limitations pursuant to Section 11
below.

(d) Grant of Options in Lieu of Directors� Fees.  To the extent permitted by the Committee with respect to fees to be
earned in any calendar year, a Director may elect, prior to the year with respect to which such fees will be earned, to
choose to decline to accept all or a portion of the fees that would otherwise be paid in cash, and in lieu thereof, to have
the Committee grant an Option under the Plan. Such Option shall cover the number of Shares at a per Share exercise
price equal to 100% of the Fair Market Value per Share on the Grant Date that would, in the aggregate, have the
equivalent value of the fees that will not be paid (as determined using the Black-Scholes method or such other
reasonable method of valuation used by the Committee.) The Grant Date for the Option shall be the date that the fees
would otherwise have been paid, and will be 100% vested on the Grant Date.

6.  Option Awards

(a) Types; Documentation.  The Committee may in its discretion grant ISOs to any Employee and Non-ISOs to any
Eligible Person, and shall evidence any such grants in an Award Agreement that is delivered to
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     * This amount assumes the Share Transaction is consummated. If it is not, it will be reduced to 1,050,000.
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the Participant. Each Option shall be designated in the Award Agreement as an ISO or a Non-ISO, and the same
Award Agreement may grant both types of Options. Any portion of an Option that is not designated in the Award
Agreement as an ISO or that otherwise fails or is not qualified as an ISO (even if designated as an ISO) shall be a
Non-ISO. At the sole discretion of the Committee, any Option may be exercisable, in whole or in part, immediately
upon the grant thereof, or only after the occurrence of a specified event, or only in installments, which installments
may vary. Options granted under the Plan may contain such terms and provisions not inconsistent with the Plan that
the Committee shall deem advisable in its sole and absolute discretion.

(b) ISO $100,000 Limitation.  To the extent that the aggregate Fair Market Value of Shares with respect to which
Options designated as ISOs first become exercisable by a Participant in any calendar year (under this Plan and any
other plan of the Company or any Affiliate) exceeds $100,000, such excess Options shall be treated as Non-ISOs. For
purposes of determining whether the $100,000 limit is exceeded, the Fair Market Value of the Shares subject to an
ISO shall be determined as of the Grant Date. In reducing the number of Options treated as ISOs to meet the $100,000
limit, the most recently granted Options shall be reduced first. In the event that Section 422 of the Code is amended to
alter the limitation set forth therein, the limitation of this Section 6(b) shall be automatically adjusted accordingly.

(c) Term of Options.  Each Award Agreement shall specify a term at the end of which the Option automatically
expires, subject to earlier termination provisions contained in Section 6(h) hereof; provided, that, the term of any
Option may not exceed ten years from the Grant Date. In the case of an ISO granted to an Employee who is a Ten
Percent Holder on the Grant Date, the term of the ISO shall not exceed five years from the Grant Date.

(d) Exercise Price.  The exercise price of an Option shall be determined by the Committee in its discretion and shall
be set forth in the Award Agreement, subject to the following special rules:

(i) ISOs.  If an ISO is granted to an Employee who on the Grant Date is a Ten Percent Holder, the per Share exercise
price shall not be less than 110% of the Fair Market Value per Share on such Grant Date. If an ISO is granted to any
other Employee, the per Share exercise price shall not be less than 100% of the Fair Market Value per Share on the
Grant Date.

(ii) Non-ISOs.  The per Share exercise price for the Shares to be issued pursuant to the exercise of a Non-ISO shall not
be less than 100% of the Fair Market Value per Share on the Grant Date.

(e) Exercise of Option.  The Committee shall in its sole discretion determine the times, circumstances, and conditions
under which an Option shall be exercisable, and shall set them forth in the Award Agreement. The Committee shall
have the discretion to determine whether and to what extent the vesting of Options shall be tolled during any unpaid
leave of absence; provided, however, that in the absence of such determination, vesting of Options shall be tolled
during any such leave approved by the Company.

(f) Minimum Exercise Requirements.  An Option may not be exercised for a fraction of a Share. The Committee may
require in an Award Agreement that an Option be exercised as to a minimum number of Shares, provided that such
requirement shall not prevent a Participant from purchasing the full number of Shares as to which the Option is then
exercisable.

(g) Methods of Exercise.  Prior to its expiration pursuant to the terms of the applicable Award Agreement, each Option
may be exercised, in whole or in part (provided that the Company shall not be required to issue fractional shares), by
delivery of written notice of exercise to the secretary of the Company accompanied by the full exercise price of the
Shares being purchased. In the case of an ISO, the Committee shall determine the acceptable methods of payment on
the Grant Date and it shall be included in the applicable Award Agreement. The methods of payment that the
Committee may in its discretion accept or commit to accept in an Award Agreement include:
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(ii) other Shares that (A) are owned by the Participant who is purchasing Shares pursuant to an Option, (B) have a Fair
Market Value on the date of surrender equal to the aggregate exercise price of the
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Shares as to which the Option is being exercised, (C) were not acquired by such Participant pursuant to the exercise of
an Option, unless such Shares have been owned by such Participant for at least six months or such other period as the
Committee may determine, (D) are all, at the time of such surrender, free and clear of any and all claims, pledges,
liens and encumbrances, or any restrictions which would in any manner restrict the transfer of such shares to or by the
Company (other than such restrictions as may have existed prior to an issuance of such Shares by the Company to
such Participant), and (E) are duly endorsed for transfer to the Company;

(iii) a cashless exercise program that the Committee may approve, from time to time in its discretion, pursuant to
which a Participant may concurrently provide irrevocable instructions (A) to such Participant�s broker or dealer to
effect the immediate sale of the purchased Shares and remit to the Company, out of the sale proceeds available on the
settlement date, sufficient funds to cover the exercise price of the Option plus all applicable taxes required to be
withheld by the Company by reason of such exercise, and (B) to the Company to deliver the certificates for the
purchased Shares directly to such broker or dealer in order to complete the sale; or

(iv) any combination of the foregoing methods of payment.

The Company shall not be required to deliver Shares pursuant to the exercise of an Option until payment of the full
exercise price therefore is received by the Company.

(h) Termination of Continuous Service.  The Committee may establish and set forth in the applicable Award
Agreement the terms and conditions on which an Option shall remain exercisable, if at all, following termination of a
Participant�s Continuous Service. The Committee may waive or modify these provisions at any time. To the extent that
a Participant is not entitled to exercise an Option at the date of his or her termination of Continuous Service, or if the
Participant (or other person entitled to exercise the Option) does not exercise the Option to the extent so entitled
within the time specified in the Award Agreement or below (as applicable), the Option shall terminate and the Shares
underlying the unexercised portion of the Option shall revert to the Plan and become available for future Awards. In
no event may any Option be exercised after the expiration of the Option term as set forth in the Award Agreement.

The following provisions shall apply to the extent an Award Agreement does not specify the terms and conditions
upon which an Option shall terminate when there is a termination of a Participant�s Continuous Service:

(i) Termination other than Upon Disability or Death or for Cause.  In the event of termination of a Participant�s
Continuous Service (other than as a result of Participant�s death, disability or termination for Cause), the Participant
shall have the right to exercise an Option at any time within 90 days following such termination to the extent the
Participant was entitled to exercise such Option at the date of such termination.

(ii) Disability.  In the event of termination of a Participant�s Continuous Service as a result of his or her �disability�
within the meaning of Section 22(e)(3) of the Code, the Participant shall have the right to exercise an Option at any
time within one year following such termination to the extent the Participant was entitled to exercise such Option at
the date of such termination.

(iii) Death.  In the event of the death of a Participant during the period of Continuous Service since the Grant Date of
an Option, or within thirty days following termination of the Participant�s Continuous Service, the Option may be
exercised, at any time within one year following the date of the Participant�s death, by the Participant�s estate or by a
person who acquired the right to exercise the Option by bequest or inheritance, but only to the extent the right to
exercise the Option had vested at the date of death or, if earlier, the date the Participant�s Continuous Service
terminated.
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void.
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(i) Prohibition on Repricing.  No Option granted hereunder shall be amended to reduce the exercise price under such
Option, or surrendered in exchange for a replacement Option having a lower purchase price per share; provided that
this Section 6(i) shall not restrict or prohibit any adjustment or other action taken pursuant to Section 11 below.

7.  Restricted Shares

(a) Grants.  The Committee may in its discretion grant restricted shares (�Restricted Shares�) to any Eligible Person and
shall evidence such grant in an Award Agreement that is delivered to the Participant which sets forth the number of
Restricted Shares, the purchase price for such Restricted Shares (if any) and the terms upon which the Restricted
Shares may become vested. The Committee may condition any Award of Restricted Shares to a Participant on
receiving from the Participant such further assurances and documents as the Committee may require to enforce the
restrictions.

(b) Vesting and Forfeiture.  The Committee shall set forth in an Award Agreement granting Restricted Shares, the
terms and conditions under which the Participant�s interest in the Restricted Shares will become vested and
non-forfeitable. Except as set forth in the applicable Award Agreement or as otherwise determined by the Committee,
upon termination of a Participant�s Continuous Service for any reason, the Participant shall forfeit his or her Restricted
Shares; provided that if a Participant purchases the Restricted Shares and forfeits them for any reason, the Company
shall return the purchase price to the Participant only if and to the extent set forth in an Award Agreement.

(c) Issuance of Restricted Shares Prior to Vesting.  The Company shall issue stock certificates that evidence
Restricted Shares pending the lapse of applicable restrictions, and that bear a legend making appropriate reference to
such restrictions. Except as set forth in the applicable Award Agreement or the Committee otherwise determines, the
Company or a third party that the Company designates shall hold such Restricted Shares and any dividends that accrue
with respect to Restricted Shares pursuant to Section 8(e) below.

(d) Issuance of Shares upon Vesting.  As soon as practicable after vesting of a Participant�s Restricted Shares and the
Participant�s satisfaction of applicable tax withholding requirements, the Company shall release to the Participant, free
from the vesting restrictions, one Share for each vested Restricted Share, unless an Award Agreement provides
otherwise. No fractional shares shall be distributed, and cash shall be paid in lieu thereof.

(e) Dividends Payable on Vesting.  Whenever Shares are released to a Participant under Section 7(d) above pursuant
to the vesting of Restricted Shares are issued to a Participant pursuant to Section 7(d) above, such Participant may
receive, in the sole discretion of the Committee, with respect to each Share released or issued, an amount equal to any
cash dividends (plus, in the discretion of the Committee, simple interest at a rate as the Committee may determine)
and a number of Shares equal to any stock dividends, which were declared and paid to the holders of Shares between
the Grant Date and the date such Share is released or issued.

8.  Performance Awards

(a) Performance Units.  Subject to the limitations set forth in paragraph (c) hereof, the Committee may in its
discretion grant Performance Units to any Eligible Person and shall evidence such grant in an Award Agreement that
is delivered to the Participant which sets forth the terms and conditions of the Award.

(b) Performance Compensation Awards.  Subject to the limitations set forth in paragraph (c) hereof, the Committee
may, at the time of grant of a Performance Unit, designate such Award as a �Performance Compensation Award� in
order that such Award constitutes �qualified performance-based compensation� under Code Section 162(m), in which
event the Committee shall have the power to grant such Performance Compensation Award upon terms and conditions
that qualify it as �qualified performance-based compensation� within the meaning of Code Section 162(m). With respect
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Committee shall establish, in writing within the time required under Code Section 162(m), a �Performance Period,�
�Performance Measure(s)�, and �Performance Formula(e)� (each such term being hereinafter defined).

A Participant shall be eligible to receive payment in respect of a Performance Compensation Award only to the extent
that the Performance Measure(s) for such Award are achieved and the Performance Formula(e) as applied against such
Performance Measure(s) determines that all or some portion of such Participant�s Award has been earned for the
Performance Period. As soon as practicable after the close of each Performance Period, the Committee shall review
and certify in writing whether, and to what extent, the Performance Measure(s) for the Performance Period have been
achieved and, if so, determine and certify in writing the amount of the Performance Compensation Award to be paid
to the Participant and, in so doing, may use negative discretion to decrease, but not increase, the amount of the Award
otherwise payable to the Participant based upon such performance.

(c) Limitations on Awards.  The maximum Performance Unit Award and the maximum Performance Compensation
Award that any one Participant may receive for any one Performance Period shall not together exceed 600,000 Shares
and $2,000,000 in cash.

(d) Definitions.

(i) �Performance Formula� means, for a Performance Period, one or more objective formulas or standards established by
the Committee for purposes of determining whether or the extent to which an Award has been earned based on the
level of performance attained or to be attained with respect to one or more Performance Measure(s). Performance
Formulae may vary from Performance Period to Performance Period and from Participant to Participant and may be
established on a stand-alone basis, in tandem or in the alternative.

(ii) �Performance Measure� means one or more of the following selected by the Committee to measure Company,
Affiliate, and/or business unit performance for a Performance Period, whether in absolute or relative terms (including,
without limitation, terms relative to a peer group or index): basic, diluted, or adjusted earnings per share; sales or
revenue; earnings before interest, taxes, and other adjustments (in total or on a per share basis); basic or adjusted net
income; returns on equity, assets, capital, revenue or similar measure; economic value added; working capital; total
shareholder return; and product development, product market share, research, licensing, litigation, human resources,
information services, mergers, acquisitions, sales of assets of Affiliates or business units. Each such measure shall be
to the extent applicable, determined in accordance with generally accepted accounting principles as consistently
applied by the Company (or such other standard applied by the Committee) and, if so determined by the Committee,
and in the case of a Performance Compensation Award, to the extent permitted under Code Section 162(m), adjusted
to omit the effects of extraordinary items, gain or loss on the disposal of a business segment, unusual or infrequently
occurring events and transactions and cumulative effects of changes in accounting principles. Performance Measures
may vary from Performance Period to Performance Period and from Participant to Participant, and may be established
on a stand-alone basis, in tandem or in the alternative.

(iii) �Performance Period� means one or more periods of time (of not less than one calendar year or one fiscal year of
the Company), as the Committee may designate, over which the attainment of one or more Performance Measure(s)
will be measured for the purpose of determining a Participant�s rights in respect of an Award. Notwithstanding the
above, if an Award is granted to an Employee who is hired after the beginning of a calendar or fiscal year, such Award
may designate a Performance Period of less than one calendar year or less than one fiscal year of the Company.

9.  Taxes

(a) General.  As a condition to the issuance or distribution of Shares pursuant to the Plan, the Participant (or in the
case of the Participant�s death, the person who succeeds to the Participant�s rights) shall make such arrangements as the
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Company shall not be required to issue any Shares until such obligations are satisfied. If the Committee allows the
withholding or surrender of Shares to satisfy a Participant�s tax withholding obligations, the Committee shall not allow
Shares to be withheld in an amount that exceeds the minimum statutory withholding rates for federal and state tax
purposes, including payroll taxes.

(b) Default Rule for Employees.  In the absence of any other arrangement, an Employee shall be deemed to have
directed the Company to withhold or collect from his or her cash compensation an amount sufficient to satisfy such
tax obligations from the next payroll payment otherwise payable after the date of the exercise of an Award or of the
other event giving rise to the withholding tax obligations.

(c) Special Rules.  In the case of a Participant other than an Employee (or in the case of an Employee where the next
payroll payment is not sufficient to satisfy such tax obligations, with respect to any remaining tax obligations), in the
absence of any other arrangement and to the extent permitted under the Applicable Law, the Participant shall be
deemed to have elected to have the Company withhold from the Shares or cash to be issued pursuant to an Award that
number of Shares having a Fair Market Value determined as of the applicable Tax Date (as defined below) equal to
the amount required to be withheld. For purposes of this Section 9, the Fair Market Value of the Shares to be withheld
shall be determined on the date that the amount of tax to be withheld is to be determined under the Applicable Law
(the �Tax Date�).

(d) Surrender of Shares.  If permitted by the Committee, in its discretion, a Participant may satisfy the minimum
applicable tax withholding and employment tax obligations associated with an Award by surrendering Shares to the
Company (including Shares that would otherwise be issued pursuant to the Award) that have a Fair Market Value
determined as of the applicable Tax Date equal to the amount required to be withheld. In the case of Shares previously
acquired from the Company that are surrendered under this Section 9, such Shares must have been owned by the
Participant for more than six months on the date of surrender (or such longer period of time the Company may in its
discretion require).

10.  Non-Transferability of Awards

(a) General.  Except as set forth in this Section 10, or as otherwise approved by the Committee for a select group of
management or highly compensated Employees, Awards may not be sold, pledged, assigned, hypothecated,
transferred or disposed of in any manner other than by will or by the laws of descent or distribution. The designation
of a beneficiary by a Participant will not constitute a transfer. An Award may be exercised, during the lifetime of the
holder of an Award, only by such holder, the duly-authorized legal representative of a disabled Participant, or a
transferee permitted by this Section 10.

(b) Limited Transferability Rights.  Notwithstanding anything else in this Section 10, the Committee may in its
discretion provide that an Award, other than ISOs, may be transferred, on such terms and conditions as the Committee
deems appropriate, either (i) by instrument to the Participant�s �Immediate Family� (as defined below), (ii) by instrument
to an inter vivos or testamentary trust (or other entity) in which the Award is to be passed to the Participant�s
designated beneficiaries, or (iii) by gift to charitable institutions. Any transferee of the Participant�s rights shall
succeed and be subject to all of the terms of this Award Agreement and the Plan. �Immediate Family� means any child,
stepchild, grandchild, parent, stepparent, grandparent, spouse, former spouse, sibling, niece, nephew, mother-in-law,
father-in-law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law, and shall include adoptive relationships.

11.  Adjustments Upon Changes in Capitalization, Merger or Certain Other Transactions

(a) Changes in Capitalization.  The Committee shall equitably adjust the number of Shares covered by each
outstanding Award, the maximum Awards that can be granted to any individual under the Plan, and the number of
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Committee shall take the aforementioned actions if it determines that such adjustments are necessary to prevent
dilution or enlargement of benefits intended to be made available under the Plan. In the event of any such transaction
or event, the Committee may provide in substitution for any or all outstanding Options under the Plan such alternative
consideration (including securities of any surviving entity) as it may in good faith determine to be equitable under the
circumstances and may require in connection therewith the surrender of all Options so replaced. In any case, such
substitution of securities shall not require the consent of any person who is granted Options pursuant to the Plan.
Except as expressly provided herein, no issuance by the Company of shares of stock of any class, or securities
convertible into shares of stock of any class, shall affect, and no adjustment by reason thereof shall be required to be
made with respect to, the number or price of Shares subject to any Award. Any adjustments made to an ISO shall be
made in accordance with Section 424(a) of the Code.

(b) Dissolution or Liquidation.  In the event of the dissolution or liquidation of the Company other than as part of a
Change of Control, each Award will terminate immediately prior to the consummation of such action, subject to the
ability of the Committee to exercise any discretion authorized in the case of a Change in Control.

(c) Change in Control.  In the event of a Change in Control, the Committee may in its sole and absolute discretion and
authority, without obtaining the approval or consent of the Company�s shareholders or any Participant with respect to
his or her outstanding Awards, take one or more of the following actions:

(i) arrange for or otherwise provide that each outstanding Award shall be assumed or a substantially similar award
shall be substituted by a successor corporation or a parent or subsidiary of such successor corporation (the �Successor
Corporation�);

(ii) accelerate the vesting of Awards so that Awards shall vest (and, to the extent applicable, become exercisable) as to
the Shares that otherwise would have been unvested and provide that repurchase rights of the Company with respect
to Shares issued upon exercise of an Award shall lapse as to the Shares subject to such repurchase right;

(iii) arrange or otherwise provide for the payment of cash or other consideration to Participants in exchange for the
satisfaction and cancellation of outstanding Awards; or

(iv) make such other modifications, adjustments or amendments to outstanding Awards or this Plan as the Committee
deems necessary or appropriate, subject however to the terms of Section 14(a) below.

Notwithstanding the above, in the event a Participant holding an Award assumed or substituted by the Successor
Corporation in a Change in Control is Involuntarily Terminated by the Successor Corporation in connection with, or
within 12 months following consummation of, the Change in Control, then any assumed or substituted Award held by
the terminated Participant at the time of termination shall accelerate and become fully vested (and exercisable in full
in the case of Options), and any repurchase right applicable to any Shares shall lapse in full, unless an Award
Agreement provides for a more restrictive acceleration or vesting schedule or more restrictive limitations on the lapse
of repurchase rights or otherwise places additional restrictions, limitations and conditions on an Award. The
acceleration of vesting and lapse of repurchase rights provided for in the previous sentence shall occur immediately
prior to the effective date of the Participant�s termination, unless an Award Agreement provides otherwise.

(d) Certain Distributions.  In the event of any distribution to the Company�s shareholders of securities of any other
entity or other assets (other than dividends payable in cash or stock of the Company) without receipt of consideration
by the Company, the Committee may, in its discretion, appropriately adjust the number of Shares and/or the price per
Share covered by each outstanding Award to reflect the effect of such distribution.

12.  Time of Granting Awards.
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granting such Award or such other date as is determined by the Committee, provided that in the case of an ISO, the
Grant Date shall be the later of the date on which the Committee makes the determination granting such ISO or the
date of commencement of the Participant�s employment relationship with the Company.
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13.  Term of Plan.

The Plan shall continue in effect for a term of ten (10) years from its effective date as determined under Section 17
below, unless the Plan is sooner terminated under Section 14 below.

14.  Amendment and Termination of the Plan; Modifications of Awards.

(a) Authority to Amend or Terminate.  Subject to any applicable law, regulation or stock exchange rule requiring
shareholder approval, the Board may from time to time amend, alter, suspend, discontinue, or terminate the Plan in a
form and manner consistent with Applicable Laws.

(b) Effect of Amendment or Termination.  No amendment, suspension, or termination of the Plan shall materially and
adversely affect Awards already granted unless either it relates to an adjustment pursuant to Section 11 above, or it is
otherwise mutually agreed between the Participant and the Committee, which agreement must be in writing and
signed by the Participant and the Company. Notwithstanding the foregoing, the Committee may amend the Plan to
eliminate provisions which are no longer necessary as a result of changes in tax, accounting or securities laws or
regulations, or in the interpretation thereof.

(c) Modification, Extension and Renewal of Awards.  Within the limitations of the Plan, the Committee may modify
an Award, to accelerate the rate at which an Option may be exercised (including without limitation permitting an
Option to be exercised in full without regard to the installment or vesting provisions of the applicable Award
Agreement or whether the Option is at the time exercisable, to the extent it has not previously been exercised), to
accelerate the vesting of any Award or to extend or renew outstanding Awards. Notwithstanding the foregoing
provision and except as expressly provided in the Plan or in the Award Agreement, no modification of an outstanding
Award shall materially and adversely affect such Participant�s rights thereunder, unless either the Participant provides
written consent or there is an express Plan provision permitting the Committee to act unilaterally to make the
modification.

15.  Conditions Upon Issuance of Shares.

Notwithstanding any other provision of the Plan or any agreement entered into by the Company pursuant to the Plan,
the Company shall not be obligated, and shall have no liability for failure, to issue or deliver any Shares under the
Plan unless such issuance or delivery would comply with Applicable Law, with such compliance determined by the
Company in consultation with its legal counsel.

16.  Reservation of Shares.

The Company, during the term of this Plan, will at all times reserve and keep available such number of Shares as shall
be sufficient to satisfy the requirements of the Plan.

17.  Effective Date.

This Plan shall become effective on the date of its approval by the Board; provided that this Plan shall be submitted to
the Company�s shareholders for approval, and if not approved by the shareholders in accordance with Applicable Laws
(as determined by the Committee in its discretion) within one year from the date of approval by the Board, this Plan
and any Awards shall be null, void, and of no force and effect. Awards granted under this Plan before approval of this
Plan by the shareholders shall be granted subject to such approval, and no Shares shall be distributed before such
approval. Unless the Company determines to submit Section 8 of the Plan and the definition of Performance
Measure(s) to the Company�s shareholders at the first shareholder meeting that occurs in the fifth year following the
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but the remainder of the Plan shall continue in effect.
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18.  Controlling Law.

All disputes relating to or arising from the Plan shall be governed by the internal substantive laws (and not the laws of
conflicts of laws) of the State of Delaware, to the extent not preempted by United States federal law. If any provision
of this Plan is held by a court of competent jurisdiction to be invalid and unenforceable, the remaining provisions shall
continue to be fully effective.

19.  Laws And Regulations.

(a) U.S. Securities Laws.  This Plan, the grant of Awards, and the exercise of Options under this Plan, and the
obligation of the Company to sell or deliver any of its securities (including, without limitation, Options, Restricted
Shares and Shares) under this Plan shall be subject to all Applicable Law. In the event that the Shares are not
registered under the Securities Act of 1933, as amended (the �Act�), or any applicable state securities laws prior to the
delivery of such Shares, the Company may require, as a condition to the issuance thereof, that the persons to whom
Shares are to be issued represent and warrant in writing to the Company that such Shares are being acquired by him or
her for investment for his or her own account and not with a view to, for resale in connection with, or with an intent of
participating directly or indirectly in, any distribution of such Shares within the meaning of the Act, and a legend to
that effect may be placed on the certificates representing the Shares.

(b) Other Jurisdictions.  To facilitate the making of any grant of an Award under this Plan, the Committee may
provide for such special terms for Awards to Participants who are foreign nationals or who are employed by the
Company or any Affiliate outside of the United States of America as the Committee may consider necessary or
appropriate to accommodate differences in local law, tax policy or custom. The Company may adopt rules and
procedures relating to the operation and administration of this Plan to accommodate the specific requirements of local
laws and procedures of particular countries. Without limiting the foregoing, the Company is specifically authorized to
adopt rules and procedures regarding the conversion of local currency, taxes, withholding procedures and handling of
stock certificates which vary with the customs and requirements of particular countries. The Company may adopt
sub-plans and establish escrow accounts and trusts as may be appropriate or applicable to particular locations and
countries.

20.  No Shareholder Rights.

Neither a Participant nor any transferee of a Participant shall have any rights as a shareholder of the Company with
respect to any Shares underlying any Award until the date of issuance of a share certificate to a Participant or a
transferee of a Participant for such Shares in accordance with the Company�s governing instruments and Applicable
Law. Prior to the issuance of Shares pursuant to an Award, a Participant shall not have the right to vote or to receive
dividends or any other rights as a shareholder with respect to the Shares underlying the Award, notwithstanding its
exercise in the case of Options. No adjustment will be made for a dividend or other right that is determined based on a
record date prior to the date the stock certificate is issued, except as otherwise specifically provided for in this Plan.

21.  No Employment Rights.

The Plan shall not confer upon any Participant any right to continue an employment, service or consulting relationship
with the Company, nor shall it affect in any way a Participant�s right or the Company�s right to terminate the
Participant�s employment, service, or consulting relationship at any time, with or without Cause.

22.  Compliance with Code Section 409A.

Edgar Filing: EDWARDS A G INC - Form 10-Q

Table of Contents 98



The Plan is intended to satisfy the requirements of Code Section 409A and any regulations or guidance that may be
adopted thereunder from time to time, including any transition relief available under applicable guidance related to
Code Section 409A. The Plan may be amended or interpreted by the Committee as it determines necessary or
appropriate in accordance with Code Section 409A and to avoid a plan failure under Code Section 409A(a)(1).
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EXIDE TECHNOLOGIES
2004 STOCK INCENTIVE PLAN

Appendix A: Definitions

As used in the Plan, the following definitions shall apply:

�Affiliate� means any entity which together with the Company is under common control within the meaning of
Section 414 of the Code (provided that 50% shall be substituted for 80% when applying the Section 414 common
control rules).

�Applicable Law� means the legal requirements relating to the administration of options and share-based plans under
applicable U.S. federal and state laws, the Code, any applicable stock exchange or automated quotation system rules
or regulations, and the applicable laws of any other country or jurisdiction where Awards are granted, as such laws,
rules, regulations and requirements shall be in place from time to time.

�Award� means any award made pursuant to the Plan, including awards made in the form of an Option, a Restricted
Share and a Performance Award, or any combination thereof, whether alternative or cumulative, authorized by and
granted under this Plan.

�Award Agreement� means any written document setting forth the terms of an Award that has been authorized by the
Committee. The Committee shall determine the form or forms of documents to be used, and may change them from
time to time for any reason.

�Board� means the Board of Directors of the Company.

�Cause� for termination of a Participant�s Continuous Service will exist if the Participant is terminated from
employment or other service with the Company or an Affiliate for any of the following reasons: (i) the Participant�s
willful failure to substantially perform his or her duties and responsibilities to the Company or deliberate violation of a
material Company policy; (ii) the Participant�s commission of any material act or acts of fraud, embezzlement,
dishonesty, or other willful misconduct; (iii) the Participant�s material unauthorized use or disclosure of any
proprietary information or trade secrets of the Company or any other party to whom the Participant owes an obligation
of nondisclosure as a result of his or her relationship with the Company; or (iv) Participant�s willful and material
breach of any of his or her obligations under any written agreement or covenant with the Company.

The Committee shall in its discretion determine whether or not a Participant is being terminated for Cause. The
Committee�s determination shall, unless arbitrary and capricious, be final and binding on the Participant, the Company,
and all other affected persons. The foregoing definition does not in any way limit the Company�s ability to terminate a
Participant�s employment or consulting relationship at any time, and the term �Company� will be interpreted herein to
include any Affiliate or successor thereto, if appropriate.
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�Change in Control� means any of the following:

(I) any Person is or becomes the Beneficial Owner, directly or indirectly, of securities of the Company representing
50% or more of the combined voting power of the Company�s then outstanding securities, excluding any Person who
becomes such a Beneficial Owner in connection with a transaction described in paragraph (III)(B) below;

(II) the following individuals cease for any reason to constitute a majority of the number of directors then serving:
individuals who, on the date hereof, constitute the Board and any new director (other than a director whose initial
assumption of office is in connection with an actual or threatened election contest, including but not limited to a
consent solicitation, relating to the election of directors of the Company) whose appointment or election by the Board
or nomination for election by the Company�s shareholders was approved or recommended by the affirmative vote of a
majority of the directors then still in office
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who either were directors on the date hereof or whose appointment, election or nomination for election was previously
so approved or recommended (�Continuing Directors�);

(III) there is consummated a merger or consolidation of the Company or any direct or indirect subsidiary of the
Company with any other corporation, other than a merger or consolidation in which (A) the Company�s shareholders
receive or retain voting common stock in the Company or the surviving or resulting corporation in such transaction on
the same pro rata basis as their relative percentage ownership of Company common stock immediately preceding such
transaction and a majority of the entire Board of the Company are or continue to be Continuing Directors following
such transaction, or (B) the Company�s shareholders receive voting common stock in the corporation which becomes
the public parent of the Company or its successor in such transaction on the same pro rata basis as their relative
percentage ownership of Company common stock immediately preceding such transaction and a majority of the entire
Board of such parent corporation are Continuing Directors immediately following such transaction;

(IV) the sale of any one or more Company subsidiaries, businesses or assets not in the ordinary course of business and
pursuant to a shareholder approved plan for the complete liquidation or dissolution of the Company; or

(V) there is consummated any sale of assets, businesses or subsidiaries of the Company which, at the time of the
consummation of the sale, (x) together represent 50% or more of the total book value of the Company�s assets on a
consolidated basis or (y) generated 50% or more of the Company�s pre-tax income on a consolidated basis in either of
the two fully completed fiscal years of the Company immediately preceding the year in which the Change in Control
occurs; provided, however, that, in either case, any such sale shall not constitute a Change in Control if such sale
constitutes a Rule 13e-3 transaction and at least 60% of the combined voting power of the voting securities of the
purchasing entity are owned by shareholders of the Company in substantially the same proportions as their ownership
of the Company immediately prior to such sale.

Notwithstanding the foregoing, a �Change in Control� shall not be deemed to have occurred by virtue of the
consummation of any transaction or series of integrated transactions immediately following which the record holders
of the common stock of the Company immediately prior to such transaction or series of transactions continue to have
substantially the same proportionate ownership in an entity which owns all or substantially all of the assets of the
Company immediately following such transaction or series of transactions.

�Code� means the U.S. Internal Revenue Code of 1986, as amended.

�Committee� means a committee of at least two members of the Board appointed by the Board to administer the Plan
and to perform the functions set forth herein and who are �non-employee directors� within the meaning of Rule 16b-3 as
promulgated under Section 16 of the Exchange Act and who are also �outside directors� within the meaning of
Section 162(m) of the Code.

�Company� means Exide Technologies, a Delaware corporation; provided, however, that in the event the Company
reincorporates to another jurisdiction, all references to the term �Company� shall refer to the Company in such new
jurisdiction.

�Consultant� means any person, including an advisor, who is engaged by the Company or any Affiliate to render
services and is compensated for such services.

�Continuous Service� means the absence of any interruption or termination of service as an Employee, Director, or
Consultant. Continuous Service shall not be considered interrupted in the case of: (i) sick leave; (ii) military leave;
(iii) any other leave of absence approved by the Committee, provided that such leave is for a period of not more than
90 days, unless reemployment upon the expiration of such leave is guaranteed by contract or statute, or unless
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advisory director or emeritus status; or (iv) in the case of transfers between locations of the Company or between the
Company, its Affiliates or their respective successors.

B-13

Edgar Filing: EDWARDS A G INC - Form 10-Q

Table of Contents 103



Table of Contents

Changes in status between service as an Employee, Director, and a Consultant will not constitute an interruption of
Continuous Service.

�Director� means a member of the Board or a member of the Board of Directors of an Affiliate.

�Eligible Person� means any Consultant, Director or Employee and includes non-Employees to whom an offer of
employment has been extended.

�Employee� means any person whom the Company or any Affiliate classifies as an employee (including an officer)
for employment tax purposes. The payment by the Company of a director�s fee to a Director shall not be sufficient to
constitute �employment� of such Director by the Company.

�Exchange Act� means the Securities Exchange Act of 1934, as amended.

�Fair Market Value� means, as of any date (the �Determination Date�) (i) the average closing price of a Share for the
ten consecutive trading days immediately preceding, but not including, the Determination Date as reported on the
New York Stock Exchange or the American Stock Exchange (collectively, the �Exchange�); or (ii) if such stock is not
traded on the Exchange but is quoted on NASDAQ or a successor quotation system, the average for ten consecutive
trading days immediately preceding, but not including, the Determination Date of (A) the last sales price (if the stock
is then listed as a National Market Issue under The Nasdaq National Market System) or (B) the mean between the
closing representative bid and asked prices (in all other cases) for the stock as reported by NASDAQ or such
successor quotation system; or (iii) if such stock is not traded on the Exchange or quoted on NASDAQ but is
otherwise traded in the over-the-counter, the average mean between the representative bid and asked prices for the ten
consecutive trading days immediately preceding, but not including, the Determination Date; or (iv) if subsections
(i)-(iii) do not apply, the fair market value established in good faith by the Board.

�Grant Date� has the meaning set forth in Section 12 of the Plan.

�Incentive Share Option or ISO� hereinafter means an Option intended to qualify as an incentive stock option within
the meaning of Section 422 of the Code, as designated in the applicable Award Agreement.

�Involuntary Termination� means termination of a Participant�s Continuous Service under the following
circumstances occurring on or after a Change in Control: (i) termination without Cause by the Company or an
Affiliate or successor thereto, as appropriate; or (ii) voluntary termination by the Participant within 60 days following
(A) a material reduction in the Participant�s job responsibilities, provided that neither a mere change in title alone nor
reassignment to a substantially similar position shall constitute a material reduction in job responsibilities; (B) an
involuntary relocation of the Participant�s work site to a facility or location more than 50 miles from the Participant�s
principal work site at the time of the Change in Control; or (C) a material reduction in Participant�s total compensation
other than as part of a reduction by the same percentage amount in the compensation of all other similarly-situated
Employees, Directors or Consultants.

�Non-ISO� means an Option not intended to qualify as an ISO, as designated in the applicable Award Agreement.

�Option� means any stock option granted pursuant to Section 6 of the Plan.

�Participant� means any holder of one or more Awards, or the Shares issuable or issued upon exercise of such
Awards, under the Plan.
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�Performance Awards� mean Performance Units and Performance Compensation Awards granted pursuant to
Section 8.

�Performance Compensation Awards� mean Awards granted pursuant to Section 8(b) of the Plan.

B-14
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�Performance Unit� means Awards granted pursuant to Section 8(a) of the Plan which may be paid in cash, in
Shares, or such combination of cash and Shares as the Committee in its sole discretion shall determine.

�Plan� means this Exide Technologies 2004 Stock Incentive Plan.

�Reporting Person� means an officer, Director, or greater than ten percent shareholder of the Company within the
meaning of Rule 16a-2 under the Exchange Act, who is required to file reports pursuant to Rule 16a-3 under the
Exchange Act.

�Restricted Shares� mean Shares subject to restrictions imposed pursuant to Section 7 of the Plan.

�Rule 16b-3� means Rule 16b-3 promulgated under the Exchange Act, as amended from time to time, or any
successor provision.

�Share� means a share of common stock of the Company, as adjusted in accordance with Section 11 of the Plan.

�Ten Percent Holder� means a person who owns stock representing more than ten percent (10%) of the combined
voting power of all classes of stock of the Company or any Affiliate.

B-15
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EXIDE TECHNOLOGIES
PROXY

ANNUAL MEETING OF SHAREHOLDERS TO BE HELD AUGUST 22, 2006
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

     The undersigned hereby appoints Barbara A. Hatcher or Brad S. Kalter, and each or any of them, proxies of the
undersigned, with full power of substitution, to vote all of the shares of Exide Technologies, a Delaware corporation
(the �Company�), which the undersigned may be entitled to vote at the annual meeting of Shareholders of the Company
to be held at the Hilton Garden Inn Atlanta North/Alpharetta at 4025 Windward Plaza Drive, Alpharetta, Georgia
30005, on Tuesday, August 22, 2006, beginning at 9:00 a.m. (local time) or at any adjournment or postponement
thereof, as shown on the voting side of this card. This proxy will be voted as specified. If a choice is not specified,
this proxy will be voted FOR the director nominees and FOR proposals 2, 3, 4 and 5 and in the discretion of the
proxyholders on any other matter that properly comes before the meeting.

(Continued and to be signed on the reverse side.)
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ANNUAL MEETING OF SHAREHOLDERS OF
EXIDE TECHNOLOGIES

AUGUST 22, 2006

PROXY VOTING INSTRUCTIONS

TO VOTE BY MAIL
     Please date, sign and mail your proxy card in the envelope provided as soon as possible.
TO VOTE BY TELEPHONE
     Please call toll-free 1-800-PROXIES and follow the instructions. Have your control number and the proxy card
available when you call.
TO VOTE BY INTERNET
     Please access the web page at www.voteproxy.com and follow the on-screen instructions. Have your control
number available when you access the web page.
     YOUR CONTROL NUMBER IS:
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Please detach and mail in the envelope provided.
     [X] Please mark votes as in this example.

FOR all WITHHOLD
nominees AUTHORITY
(except as to vote for all
indicated) nominees

1. The election of the following six persons as
directors of the Company.

[ ] [ ]

For all nominees
Nominees: listed hereon,

except vote
withheld for the

Michael R. D�Appolonia
David S. Ferguson

following
nominee(s):

John P. Reilly
Michael P. Ressner
Gordon A. Ulsh
Carroll R. Wetzel

FOR AGAINST ABSTAIN

2. Approve rights offering, sale of additional
shares and related matters.

[ ] [ ] [ ]

FOR AGAINST ABSTAIN

3. Amend the Company�s Certificate of
Incorporation to increase authorized shares.

[ ] [ ] [ ]

FOR AGAINST ABSTAIN

4. Amend the Company�s 2004 Stock Incentive
Plan to increase shares.

[ ] [ ] [ ]

FOR AGAINST ABSTAIN

5. Ratify the appointment of the Company�s
independent auditors for fiscal 2007.

[ ] [ ] [ ]

     In their discretion, the proxies are authorized to vote upon such other business as may properly come before the
annual meeting or any adjournment or postponement thereof.

Signature Signature if held jointly Dated
     NOTE: This Proxy Card should be dated, signed by the shareholder exactly as the shareholder�s name appears
hereon and returned promptly in the enclosed envelope. Persons signing in a fiduciary capacity should so indicate.
Please sign exactly as name(s) appear hereon. Joint owners should each sign. When signing as attorney, executor,
administrator, trustee or guardian, please give full title as such.
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