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ITEM 1.  Financial Statements 
 
 
 
                               EMCORE CORPORATION 
                 CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 
                      (in thousands, except per share data) 
                                   (unaudited) 
 
 
 
                                                    Three Months Ended          Nine Months Ended 
                                                         June 30,                   June 30, 
                                                   ------------------------------------------------- 
                                                     2001        2000         2001         2000 
                                                   ------------------------------------------------- 
                                                                               
Revenues: 
   Systems-related..............................   $38,949      $17,561      $98,209      $42,908 
   Materials-related............................    13,941       12,462       42,652       27,541 
                                                   ------------------------------------------------- 
        Total revenues..........................    52,890       30,023      140,861       70,449 
Cost of revenues: 
   Systems-related..............................    21,296        9,948       53,836       25,030 
   Materials-related............................     9,694        7,589       29,016       16,274 
                                                   ------------------------------------------------- 
        Total cost of revenues..................    30,990       17,537       82,852       41,304 
                                                   ------------------------------------------------- 
 
        Gross profit............................    21,900       12,486       58,009       29,145 
 
Operating expenses: 
   Selling, general and administrative .........     7,096        5,919       21,631       15,914 



   Goodwill amortization........................       155        1,098          992        3,294 
   Research and development.....................    13,889        5,984       39,066       15,354 
                                                   ------------------------------------------------- 
Total operating expenses .......................    21,140       13,001       61,689       34,562 
                                                   ------------------------------------------------- 
 
        Operating income (loss).................       760         (515)      (3,680)      (5,417) 
 
Other (income) expense: 
  Interest income, net..........................       (68)      (1,951)      (2,354)      (2,644) 
  Other income..................................         -            -       (5,890)           - 
  Imputed warrant interest expense, non-cash....         -            -            -          843 
  Equity in net loss of unconsolidated 
    affiliates                                       2,725        2,896       10,525        8,709 
                                                   ------------------------------------------------- 
Total other (income) expense....................     2,657          945        2,281        6,908 
                                                   ------------------------------------------------- 
 
 
        Net loss................................   ($1,897)     ($1,460)     ($5,961)    ($12,325) 
                                                   ================================================= 
 
 
Net loss per basic and diluted share 
  (see note 5)..................................    ($0.06)      ($0.04)      ($0.17)      ($0.41) 
                                                   ================================================= 
 
 
The  accompanying  notes are an integral  part of these  condensed  consolidated 
financial statements. 
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                               EMCORE CORPORATION 
                      CONDENSED CONSOLIDATED BALANCE SHEETS 
                        (in thousands, except share data) 
 
 
                                                            At June 30,     At September 30, 
                                                          ------------------------------------ 
                                                                2001              2000 
                                                          ------------------------------------ 
                            ASSETS                           (unaudited) 
                            ------ 
                                                                                
     Current assets: 
       Cash and cash equivalents...................                $81,717            $50,849 
       Marketable securities.......................                 77,914             50,896 
       Accounts receivable, net of allowance for 
         doubtful accounts of $748 and $1,065 at 
         June 30, 2001 and September 30, 2000, 
         respectively..............................                 44,097             18,240 
       Accounts receivable, related parties........                  3,913              2,334 
       Inventories, net............................                 53,232             30,724 
       Other current assets........................                  5,878              1,829 
                                                          ------------------------------------ 
        Total current assets.......................                266,751            154,872 
 
     Property, plant and equipment, net............                139,391             69,701 
     Goodwill, net.................................                  2,841                734 
     Investments in unconsolidated affiliates......                 13,255             17,015 
     Other assets, net.............................                 10,913              1,580 
                                                          ------------------------------------ 
        Total assets...............................               $433,151           $243,902 
                                                          ==================================== 
 
              LIABILITIES & SHAREHOLDERS' EQUITY 
              ---------------------------------- 
     Current liabilities: 
         Accounts payable..........................                $24,441            $16,512 
         Accrued expenses..........................                 12,780              6,083 
         Advanced billings.........................                 13,677             20,278 
         Capital lease obligations.................                     66                 72 
         Other current liabilities.................                    339                340 
                                                          ------------------------------------ 
         Total current liabilities.................                 51,303             43,285 
 
     Convertible subordinated notes................                175,000                  - 
     Capital lease obligations, net 
       of current portion..........................                     55                 75 
     Other liabilities.............................                  1,572              1,220 
                                                          ------------------------------------ 
          Total liabilities........................                227,930             44,580 
                                                          ------------------------------------ 
 
     Shareholders' Equity: 
     Preferred stock, $.0001 par value, 5,882,352 
     shares authorized; no shares issued and 
     outstanding at June 30, 2001 and September 
     30, 2000......................................                      -                  - 
 
     Common stock, no par value, 100,000,000 shared 
        authorized,  34,508,276 shares issued and 
        34,505,140 outstanding at June 30, 2001; 
        33,974,698 shares issued and 33,971,562 
        outstanding at September 30, 2000..........                321,445            314,780 
     Accumulated deficit...........................               (114,825)          (108,864) 
     Notes receivable..............................                   (600)            (6,355) 
     Treasury stock, at cost; 3,136 shares.........                   (239)              (239) 
     Comprehensive loss............................                   (560)                  - 
                                                          ------------------------------------ 
         Total shareholders' equity................                205,221            199,322 
                                                          ------------------------------------ 
 
            Total liabilities and shareholders' 
              equity...............................               $433,151           $243,902 
                                                          ==================================== 
 
 
The  accompanying  notes are an integral  part of these  condensed  consolidated 
financial statements. 
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                               EMCORE CORPORATION 
                      CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 
                                 (in thousands) 
                                   (unaudited) 
 
 
 
                                                                   Nine Months Ended June 
                                                                             30, 
                                                                   ------------------------ 
                                                                      2001        2000 
                                                                   ------------------------ 
                                                                            
Cash flows from operating activities: 
Net loss..........................................................     ($5,961)   ($12,325) 
                                                                   ------------------------ 
Adjustments to reconcile net loss to net cash 
 (used for) provided by operating activities: 
   Depreciation and amortization..................................      12,333      11,574 
   Provision for doubtful accounts................................         342         240 
   Non-cash charges on warrant issuances..........................           -         843 
   Deferred gain on sales to an unconsolidated affiliate..........         351         364 
   Equity in net loss of unconsolidated affiliates.................      10,525       8,346 
   Compensatory stock issuances...................................         671         392 
   Decrease (increase) in assets: 
            Accounts receivable - trade...........................     (26,199)     (6,596) 
            Accounts receivable - related parties.................      (1,579)        571 
            Inventories...........................................     (22,508)    (18,466) 
            Other current assets..................................      (4,049)     (2,814) 
            Other assets..........................................     (10,803)       (221) 
   Increase (decrease) in liabilities 
            Accounts payable......................................       7,929       7,480 
            Accrued expenses......................................       6,679         903 
            Advanced billings.....................................      (6,601)     10,472 
                                                                   ------------------------ 
                       Total adjustments..........................     (32,909)     13,088 
                                                                   ------------------------ 
    Net cash (used for) provided by operating activities..........     (38,870)        763 
                                                                   ------------------------ 
Cash flows from investing activities: 
Purchase of property, plant, and equipment.........................    (80,818)    (19,088) 
Investments in unconsolidated affiliates...........................     (6,302)     (9,496) 
Investment in marketable securities, net...........................    (27,370)          - 
                                                                   ------------------------ 
    Net cash used for investing activities.........................   (114,490)    (28,584) 
                                                                   ------------------------ 
Cash flows from financing activities: 
 
Proceeds from convertible subordinated notes.......................    175,000           - 
Payments on capital lease obligations..............................        (11)       (611) 
Proceeds from public stock offering, net of $8,250 issue costs.....          -     127,750 
Proceeds from exercise of stock options and employee stock 
  purchase plan....................................................      3,644       1,636 
Dividends paid on preferred stock..................................          -        (133) 
Proceeds from exercise of stock purchase warrants..................         48      10,875 
Proceeds from shareholders' notes receivable.......................      5,755       1,187 
                                                                   ------------------------ 
    Net cash provided by financing activities......................    184,436     140,704 
                                                                   ------------------------ 
Effect of exchange rate changes....................................       (208)          - 
                                                                   ------------------------ 
 
Net increase in cash and cash equivalents..........................     30,868     112,883 
                                                                   ------------------------ 
 
Cash and cash equivalents, beginning of period.....................     50,849       7,165 
                                                                   ------------------------ 
Cash and cash equivalents, end of period...........................    $81,717    $120,048 
                                                                   ======================== 
 
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 
     Cash paid during the period for interest......................        $26          $4 
                                                                   ======================== 
 
 
The  accompanying  notes are an integral  part of these  condensed  consolidated 
financial statements. 
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                               EMCORE CORPORATION 
                 CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY 
                For the years ended September 30, 1999 and 2000 
                    and the nine months ended June 30, 2001  (unaudited) 
                                 (in thousands) 
 
 
                                                     Common Stock                  Shareholders'                Total 
                                                   ----------------- Accumulated      Notes                 Shareholders'
                                                   Shares   Amount      Deficit     Receivable     Other       Equity 
                                                   ------ ---------- ------------  -----------  -----------  ------------
                                                                                             
      Balance at September 30, 1998.............  18,752    $87,443     ($60,196)    ($7,667)         -        $19,580 
 
Preferred stock dividends.......................                            (319)                                 (319) 
 
Accretion of redeemable preferred stock to 
  redemption value..............................                             (52)                                  (52) 
 
Issuance of common stock purchase warrants......              2,596                                              2,596 
 
Issuance of common stock from public offering, 
  net of issuance cost of $5,000................   6,000     52,000                                             52,000 
 
Stock option exercise...........................     220        376                                                376 
 
Stock purchase warrant exercise.................     643      2,450                                              2,450 
 
Conversion of mandatorily redeemable convertible 
  preferred stock into common stock.............   1,040      7,125                                              7,125 
 
Redemptions of shareholders' notes 
  receivable....................................                                         120                       120 
 
Compensatory stock issuance.....................      53        436                                                436 
 
Net loss........................................                         (22,689)                              (22,689) 
                                                  ------   ----------  ----------     ---------  ----------  ---------- 
 
      Balance at September 30, 1999.............  26,708   $152,426     ($83,256)    ($7,547)         -        $61,623 
 
Preferred stock dividends.......................                             (83)                                  (83) 
 
Accretion of redeemable preferred stock to 
  redemption value..............................                             (40)                                  (40) 
 
Issuance of common stock purchase warrants......                689                                                689 
 
Issuance of non-qualified stock options to 
  equity investee...............................                835                                                835 
 
Issuance of common stock from public offering, 
  net of issuance cost of $8,500................   2,000    127,500                                            127,500 
 
Stock option exercise...........................     506      2,197                                              2,197 
 
Stock purchase warrant exercise.................   1,996     10,874                                             10,874 
 
Conversion of mandatorily redeemable convertible 
  preferred stock into common stock.............   2,060     14,193                                             14,193 
 
Purchase of treasury stock......................      (3)                                          (239)          (239) 
 
Redemptions of shareholders' notes 
  receivable.....................................                                      1,192                     1,192 
 
Compensatory stock issuance......................     23        566                                                566 
 
Conversion of convertible subordinated notes 
  into common stock..............................    682      5,500                                              5,500 
 
Net loss.........................................                        (25,485)                              (25,485) 
                                                  ------   ----------  ----------     ---------  ----------  ---------- 
 
      Balance at September 30, 2000.............. 33,972   $314,780    ($108,864)    ($6,355)     ($239)      $199,322 
 
Stock option exercise............................    413      2,967                                             2,967 
 
Stock purchase warrants exercised................     43         48                                                48 
 
Compensatory stock issuances.....................     20        671                                               671 
 
Issuance of common stock under employee stock 
  purchase plan..................................     16        677                                               677 
 
Issuance of common stock in connection with 



  acquisition....................................     41      1,840                                             1,840 
 
Accretion of non-qualified stock options to 
  equity investee................................               462                                               462 
 
Comprehensive loss...............................                                                  (208)         (208) 
 
Repayments of shareholders' notes receivable.....                                      5,755                    5,755 
 
Unrealized loss on marketable securities.........                                                  (352)         (352) 
 
Net loss.........................................                         (5,961)                              (5,961) 
                                                  ------   --------    ----------     --------   --------    --------- 
 
      Balance at June 30, 2001................... 34,505   $321,445    ($114,825)      ($600)     ($799)     $205,221 
                                                  ======   ========    ==========     ========    ======     ======== 
 
 
The  accompanying  notes are an integral  part of these  consolidated  financial 
statements. 
 
 



 
 
 
EMCORE CORPORATION 
 
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
 
 
NOTE 1.  Interim Financial Information and Description of Business 
 
     The accompanying  unaudited condensed  consolidated financial statements of 
EMCORE   Corporation   ("EMCORE"  or  the  "Company")  reflect  all  adjustments 
considered  necessary by  management  to present  fairly  EMCORE's  consolidated 
financial  position as of June 30, 2001, the consolidated  results of operations 
for the  three  and  nine-month  periods  ended  June 30,  2001 and 2000 and the 
consolidated cash flows for the nine-month periods ended June 30, 2001 and 2000. 
All adjustments reflected in the accompanying  unaudited condensed  consolidated 
financial  statements are of a normal  recurring  nature unless otherwise noted. 
Prior period balances have been  reclassified to conform with the current period 
financial  statement  presentation.  The results of operations for the three and 
nine-month  periods  ended June 30, 2001 are not  necessarily  indicative of the 
results  for the fiscal  year ending  September  30, 2001 or any future  interim 
period. 
 
     EMCORE has two reportable operating segments: the systems-related  business 
unit and the materials-related  business unit. The systems-related business unit 
designs,  develops and manufactures  tools and  manufacturing  processes used to 
fabricate compound  semiconductor wafer and devices.  This business unit assists 
our customers with device design,  process development and optimal configuration 
of TurboDisc(R)  production systems.  Revenues for the systems-related  business 
unit consist of sales of EMCORE's TurboDisc  production systems as well as spare 
parts and services related to these systems. The materials-related business unit 
designs,  develops and manufactures compound semiconductor  materials.  Revenues 
for the  materials-related  business unit include sales of semiconductor wafers, 
devices  and  process  development  technology.  EMCORE's  vertically-integrated 
product offering allows it to provide a complete compound semiconductor solution 
to its  customers.  The  segments  reported  are the segments of the Company for 
which  separate  financial  information  is available and for which gross profit 
amounts are  evaluated  regularly  by  executive  management  in deciding how to 
allocate resources and in assessing  performance.  The Company does not allocate 
assets or operating expenses to the individual operating segments.  Services are 
performed for each other however there are no  intercompany  sales  transactions 
between the two  operating  segments.  Available  segment  information  has been 
presented in the Statements of Operations. 
 
 
NOTE 2.  Joint Ventures 
 
     In May 1999,  General Electric Lighting and EMCORE formed GELcore,  a joint 
venture to develop and market High  Brightness  Light-Emitting  Diode ("HB LED") 
lighting  products.  General Electric  Lighting and EMCORE have agreed that this 
joint venture will be the exclusive  vehicle for each party's  participation  in 
solid state lighting. Under the terms of the joint venture agreement, EMCORE has 
a 49%  non-controlling  interest in the GELcore  venture  and  accounts  for its 
investment  under the equity method of accounting.  In fiscal year 2000,  EMCORE 
issued  non-qualified  stock options to employees of the joint venture at a cost 
determined by Black-Scholes of $835,000. In fiscal year 2001, EMCORE recorded an 
additional $462,000 which represents an additional charge related to the vesting 
of  these  non-qualified  stock  options.  In April  2001,  EMCORE  invested  an 
additional  $3.9 million into this joint  venture.  For the three and nine-month 
periods ended June 30, 2001,  EMCORE  recognized a loss of $1.4 million and $3.6 
million, respectively,  related to this joint venture which has been recorded as 
a component  of other  income and  expense.  As of June 30,  2001,  EMCORE's net 
investment in this joint venture amounted to $10.3 million. 
 
     In March 1997, EMCORE and a subsidiary of Uniroyal  Technology  Corporation 
("UTCI")  formed  Uniroyal  Optoelectronics  LLC  (UOE),  a  joint  venture,  to 
manufacture,  sell and distribute HB LED wafers and package-ready devices. Under 
the terms of the  joint  venture  agreement,  EMCORE  had a 49%  non-controlling 
interest in this joint venture and accounts for its investment  under the equity 
method of accounting.  For the three and nine-month periods ended June 30, 2001, 
EMCORE recognized a loss of $1.3 million and $6.9 million, respectively, related 
to this joint  venture,  which has been  recorded as a component of other income 
and expense.  As of June 30, 2001, EMCORE's net investment in this joint venture 
amounted  to $3.0  million,  and its  ownership  interest  in the joint  venture 
dropped to 36% because of capital contributions solely funded by UTCI. On August 
2, 2001,  EMCORE sold its interest in UOE to UTCI for  approximately 2.0 million 
shares of UTCI common stock (see Note 10). 
 



 
 
 
EMCORE CORPORATION 
 
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
 
NOTE 3.  Debt Facilities 
 
     On May 7, 2001,  EMCORE  completed  the private  placement  of $175 million 
aggregate principal amount of 5% convertible subordinated notes due in 2006. The 
notes are convertible  into EMCORE common stock at a conversion  price of $48.76 
per share.  EMCORE is using the proceeds of this offering for general  corporate 
purposes,  including capital  expenditures,  working capital,  funding its joint 
venture and for research and development.  In addition, EMCORE may use a portion 
of  the  proceeds  of  the  offering  to  strategically  acquire  or  invest  in 
complementary businesses, products or technology, either directly or through its 
joint venture. 
 
 
NOTE 4. Commitments and Contingencies 
 
     On April 25, 2001, EMCORE entered into a settlement agreement with Rockwell 
Technologies,  LLC which  released  EMCORE  from any  liability  relating to our 
manufacture  and  past  sales of  epitaxial  wafers,  chips  and  devices  under 
Rockwell's US Patent No. 4,368,098. 
 
 
NOTE 5.  Earnings Per Share 
 
     EMCORE  calculates  earnings per share under the  provision of Statement of 
Financial Accounting Standards No. 128, "Earnings per share". Basic earnings per 
common share were calculated by dividing net loss by the weighted average number 
of common  stock  shares  outstanding  during the period.  Diluted  earnings per 
common share were calculated by dividing net loss by the weighted average number 
of shares and dilutive potential shares  outstanding  during the year,  assuming 
conversion  of the potential  shares at the  beginning of the period  presented. 
Shares  issuable upon conversion of stock options and other  performance  awards 
have been included in the diluted calculation of weighted-average  shares to the 
extent that the assumed  issuance of such shares  would have been  dilutive,  as 
illustrated  below. The following table reconciles the number of shares utilized 
in the  earnings per share  calculations  for the three and  nine-month  periods 
ending June 30, 2001 and 2000,  respectively. 
 
 
 
                                                       Three Months              Three Months 
                                                      Ended June 30,            Ended June 30, 
                                                 ----------------------     ---------------------- 
                                                   2001           2000        2001          2000 
                                                 --------      --------     --------     --------- 
                                                                              
    Net loss.............................        ($1,897)      ($1,460)     ($5,961)     ($12,325) 
 
         Preferred stock dividends.......              -             -            -           (82) 
 
         Periodic accretion of redeemable 
         preferred stock to redemption value.          -             -            -           (41) 
                                                --------       -------      -------       -------- 
    Net loss attributable to common 
    shareholders.........................        ($1,897)      ($1,460)     ($5,961)     ($12,448) 
                                                =========      ========     ========     ========= 
    Net loss per basic share.............         ($0.06)       ($0.04)      ($0.17)       ($0.41) 
                                                =========      ========     ========     ========= 
 
    Net loss per diluted share...........         ($0.06)       ($0.04)      ($0.17)       ($0.41) 
                                                =========      ========     ========     ========= 
 
    Weighted average of outstanding common 
    shares - basic.......................         34,452        33,058       34,256        30,164 
 
    Effect of dilutive securities: 
            Stock option and warrants....              -             -            -             - 
    Weighted average of outstanding common 
    shares - diluted.....................         34,452        33,058       34,256        30,164 
                                                =========      ========     ========     ========= 
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EMCORE CORPORATION 
 
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
 
 
NOTE 6.  Comprehensive Loss 
 
     Comprehensive  loss includes foreign currency  translation  adjustments and 
unrealized losses on marketable securities. 
 
 
 
                                                        Three Months             Nine Months 
                                                       Ended June 30,           Ended June 30, 
                                                     2001         2000        2001        2000 
                                                     ----         ----        ----        ---- 
                                                                              
Net loss .....................................   ($1,897)      ($1,460)     ($5,961)     ($12,325) 
 Unrealized losses on marketable securities...      (288)             -        (352)            - 
 Foreign currency translation adjustments.....      (144)             -        (208)            - 
                                                ---------- ------------- ------------ ------------- 
  Total comprehensive loss ...................   ($2,329)      ($1,460)     ($6,521)     ($12,325) 
                                                ========== ============= ============ ============= 
 
 
 
NOTE 7.  Inventories 
 
     The components of inventories consisted of the following: 
 
                                                 As of            As of 
              (Amounts in thousands)         June 30, 2001  September 30, 2000 
                                             -------------  ------------------ 
 
 
      Raw materials..................          $35,841          $19,594 
      Work-in-process................           11,569            8,831 
      Finished goods.................            5,822            2,299 
                                             ----------        --------- 
 
                    Total                      $53,232          $30,724 
                                               =======          ======= 
 
 
NOTE 8.  Related Parties 
 
     In March 1997, EMCORE and a subsidiary of Uniroyal  Technology  Corporation 
formed UOE, a joint venture,  to manufacture,  sell and distribute HB LED wafers 
and package-ready  devices (see Note 2). During the three and nine-month periods 
ended June 30, 2001,  sales made to UOE amounted to  approximately  $2.5 million 
and $3.4 million  respectively.  During the three and  nine-month  periods ended 
June 30, 2000, sales made to UOE amounted to approximately $0.4 million and $3.6 
million   respectively.   As  of  June  30,  2001,  EMCORE  had  an  outstanding 
related-party   receivable  of  $3.0  million  and  deferred   gross  profit  of 
approximately  $1.9  million  on  such  sales  to the  extent  of its  ownership 
interest.  On August 2, 2001,  EMCORE made a $5.0  million  aggregate  principal 
amount  bridge loan to UTCI,  the  proceeds of which were to be used by UTCI for 
working capital and other corporate purposes (see Note 10). 
 
     The  President  of  Hakuto  Co.  Ltd.   ("Hakuto"),   the  Company's  Asian 
distributor, is a member of EMCORE's Board of Directors and Hakuto is a minority 
shareholder of EMCORE.  During the three and  nine-month  periods ended June 30, 
2001, sales made through Hakuto amounted to approximately  $0.3 million and $8.1 
million,  respectively.  During the three and nine-month  periods ended June 30, 
2000, sales made through Hakuto amounted to approximately $3.2 million and $10.5 
million respectively. 
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EMCORE CORPORATION 
 
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
 
 
NOTE  9.  Recent Accounting Pronouncements 
 
     In December 1999, the  Securities  and Exchange  Commission  ("SEC") issued 
Staff Accounting Bulletin No. 101. ("SAB 101") "Revenue Recognition in Financial 
Statements,"  which  provides  guidance on the  recognition,  presentation,  and 
disclosure  of  revenue in  financial  statements  filed  with the SEC.  SAB 101 
outlines the basic  criteria that must be met to recognize  revenue and provides 
guidance for disclosures  related to revenue  recognition  policies.  During the 
period,  EMCORE recognized  revenue from system sales upon shipment,  when title 
passed to the customer.  Subsequent to product  shipment,  EMCORE incurs certain 
installation costs at the customer's  facility that are estimated and accrued at 
the time the sale is  recognized.  SAB 101 requires  EMCORE to defer revenue and 
costs related to this installation  portion until the service is completed.  Had 
EMCORE  adopted  SAB 101  during the  three-month  period  ended June 30,  2001, 
management  has  determined the impact of such adoption would have resulted in a 
deferral of approximately  $4.8 million of system revenue and an increase in net 
loss of approximately  $3.1 million.  Generally,  system  installation takes 2-4 
weeks,  therefore,  revenue  deferral would be  predominantly  recognized in the 
ensuing  quarter and the adoption of SAB 101 would be  considered  only a timing 
difference  predominately on systems shipped during the last month of a quarter. 
Management does not anticipate that SAB 101 will have an effect on the Company's 
material and device revenues. As required,  EMCORE plans to adopt SAB 101 during 
the fourth  quarter  of fiscal  year 2001 with an  effective  date of October 1, 
2000.  EMCORE expects the cumulative  adjustment as a result of this  accounting 
change to be approximately $4.0 million. 
 
     In July 2001, the Financial  Accounting  Standards Board  ("FASB"),  issued 
Statement  of  Financial   Accounting  Standards  ("SFAS")  No.  141,  "Business 
Combinations" and No. 142, "Goodwill and Other Intangible Assets". Statement No. 
141 requires that all business  combinations  initiated  after June 30, 2001, be 
accounted for using the purchase method of accounting.  In addition,  it further 
clarifies the criteria for  recognition  of intangible  assets  separately  from 
goodwill. Statement No. 142 establishes new standards for goodwill acquired in a 
business  combination  and  eliminates  the  amortization  of goodwill  over its 
estimated  useful  life.  Rather,  goodwill  will now be tested  for  impairment 
annually, or more frequently if circumstances indicate potential impairment,  by 
applying a fair value based test.  EMCORE expects to adopt this statement during 
the first  quarter  of fiscal  2002.  As of June 30,  2001,  EMCORE  had $2.8 of 
unamortized  goodwill  resulting  from prior  acquisitions.  EMCORE  will record 
approximately $155,000 of additional goodwill amortization through the remainder 
of fiscal year 2001. 
 
 
NOTE 10.  Subsequent Events - Joint Venture 
 
     On August 2, 2001, EMCORE sold its minority  ownership  position in the UOE 
joint  venture to Uniroyal  Technology  Corporation  ("UTCI")  in  exchange  for 
approximately  2 million shares of UTCI common stock.  The Company will record a 
gain on the disposition of its interest in UOE of approximately $10.4 million in 
its fourth quarter of fiscal year 2001. 
 
     The Company's  reported net loss for the year ended  September 30, 2000 and 
the nine months  ended June 30, 2001 would have been reduced by $9.3 million and 
$8.8 million,  respectively, if the disposition had occurred on the first day of 
each respective  period. For the year ended September 30, 2000, the reduction in 
net loss is  comprised  of a  reduction  in equity  in losses of  unconsolidated 
affiliates of $7.8 million and the recognition of $1.5 million in deferred gross 
profit on sales of  equipment  to UOE.  For the nine months ended June 30, 2001, 
the  reduction  in net loss is  comprised  of a reduction in equity in losses of 
unconsolidated affiliates of $6.9 million and the recognition of $1.9 million in 
deferred  gross profit on sales of equipment to UOE. The pro forma  statement of 
operations  figures above do not include the  approximate  gain on sale of $10.4 
million.  Had the disposition of the Company's  interest in UOE occurred on June 
30, 2001,  the impact of the  disposition  on the Company's  balance sheet would 
have been to increase  marketable  securities by  approximately  $13.4  million, 
reduce  investments in  unconsolidated  affiliates by  approximately $3 million, 
reduce  deferred  gains on  sales to UOE by $1.9  million,  and a  reduction  in 
accumulated  deficit of approximately  $12.3 million,  which is inclusive of the 
approximate $10.4 million gain on disposition of UOE. 
 
     The unaudited pro forma  financial  information  in the paragraph  above is 
based  upon  available  information  and  certain  assumptions  that  management 
believes are  reasonable.  The unaudited pro forma  consolidated  financial data 
above does not purport to represent what EMCORE's  financial position or results 
of operations would have been had the UOE disposition in fact occurred as of the 
date or at the  beginning  of the  periods  presented,  or to  project  EMCORE's 
financial position or results of operations for any future date or period. 
 
     On August 2, 2001,  EMCORE made a $5.0 million  aggregate  principal amount 
bridge loan (the "Bridge  Loan") to UTCI,  the proceeds of which were to be used 
by UTCI for working capital and other corporate purposes.  The Bridge Loan bears 



interest  at the prime rate and  matures  on the  earlier to occur of the second 
anniversary  of the date of the Bridge  Loan and the  closing of the sale of the 
adhesives  and  sealants  business of Uniroyal  Engineered  Products  L.L.C.,  a 
subsidiary of UTCI,  which sale is expected to close by September 20, 2001.  The 
Bridge Loan is guaranteed by UOE and several other  subsidiaries of UTCI, and it 
is  fully  secured  by a lien on,  among  other  things,  UOE's  cash,  accounts 
receivable and a portion of UOE's equipment. The Bridge Loan is also convertible 
under certain circumstances into UTCI common stock at the Company's option. 
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EMCORE CORPORATION 
 
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
 
 
ITEM 2. 
 
MANAGEMENT'S  DISCUSSION  AND  ANALYSIS OF  FINANCIAL  CONDITION  AND RESULTS OF 
OPERATIONS 
 
 
OVERVIEW: 
 
     EMCORE   Corporation   designs,    develops   and   manufactures   compound 
semiconductor  wafers and devices and is a leading developer and manufacturer of 
the tools and manufacturing  processes used to fabricate compound  semiconductor 
wafers and devices. Compound semiconductors are composed of two or more elements 
and  usually  consist of a metal,  such as gallium,  aluminum  or indium,  and a 
non-metal such as arsenic,  phosphorus or nitrogen. Many compound semiconductors 
have unique physical  properties  that enable  electrons to move through them at 
least four times faster than  through  silicon-based  devices and are  therefore 
well suited to serve the growing need for efficient, high performance electronic 
systems. 
 
     EMCORE  offers a  comprehensive  portfolio  of products and systems for the 
rapidly expanding  broadband,  wireless  communications and solid state lighting 
markets.  We have developed  extensive  materials  science expertise and process 
technology to address our customers' needs.  Customers can take advantage of our 
vertically  integrated solutions approach by purchasing  custom-designed  wafers 
and devices from us, or by manufacturing their own devices in-house using one of 
our  metal  organic  chemical  vapor  deposition  ("MOCVD")  production  systems 
configured  to their  specific  needs.  Our  products  and  systems  enable  our 
customers  to cost  effectively  introduce  new and  improved  high  performance 
products to the market faster in high volumes. 
 
     The growth in our business is driven by the widespread  deployment of fiber 
optic  networks,  introduction  of new  wireless  networks and  services,  rapid 
build-out  of  satellite  communication  systems,  increasing  use of more power 
efficient  lighting  sources,  increasing use of electronics in automobiles  and 
emergence  of  advanced  consumer  electronic  applications.  Also,  the growing 
demands for higher  volumes of a broad range of higher  performance  devices has 
resulted in  manufacturers  increasingly  outsourcing  their needs for  compound 
semiconductor wafers and devices. Our expertise in materials science and process 
technology  provides us with a  competitive  advantage to  manufacture  compound 
semiconductor  wafers and devices in high volumes. We have increased revenues at 
a compound  annual growth rate ("CAGR") of 30% over the three fiscal years ended 
September  30,  2000,  from $47.8  million in fiscal  1997 to $104.5  million in 
fiscal 2000. 
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Wafers and Devices 
 
     EMCORE offers a broad array of compound  semiconductor  wafers and devices, 
including  optical   components  and  components  for  use  in  high-speed  data 
communications and telecommunications  networks,  radio frequency materials ("RF 
materials") used in mobile  communications  products such as wireless modems and 
handsets,  solar  cells that power  commercial  and  military  satellites,  high 
brightness  light-emitting  diodes ("HB LEDs") for several lighting markets, and 
magneto resistive sensors ("MR sensors") for various automotive applications. 
 
     o    Optical Components and Modules.  Our family of vertical cavity surface 
          emitting lasers ("VCSELs") and VCSEL array transceiver and transponder 
          products,  as well  as our  photodiode  array  components,  serve  the 
          rapidly  growing  high-speed  data  communications   network  markets, 
          including the Gigabit  Ethernet,  FibreChannel,  Infiniband,  and Very 
          Short Reach  OC-192,  the emerging Very Short Reach OC-768 and related 
          markets.  Our strategy is to manufacture high cost optical  components 
          and subassemblies  in-house,  using our proprietary  technologies,  to 
          reduce the overall cost of our transceiver and transponder modules. 
 
     o    RF  Materials.  We currently  produce  4-inch and 6-inch InGaP HBT and 
          pHEMT  materials  that are used by our  wireless  customers  for power 
          amplifiers for GSM, TDMA, CDMA and the emerging 3G multiband  wireless 
          handsets. 
 
     o    Solar  Cells.  Solar  cells are  typically  the  largest  single  cost 
          component of a  satellite.  Our  compound  semiconductor  solar cells, 
          which  are used to power  commercial  and  military  satellites,  have 
          achieved industry-leading efficiencies. Solar cell efficiency dictates 
          the  electrical  power of the  satellite and bears upon the weight and 
          launch costs of the satellite.  We began shipping our triple  junction 
          solar cells in December 2000. 
 
 
      o   HB LEDs. Through our joint venture with General Electric Lighting,  we 
          provide  advanced  HB LED  technology  used  in  devices  and in  such 
          applications as traffic lights,  miniature lamps, automotive lighting, 
          and flat panel displays. 
 
 
Production Systems 
 
     EMCORE is a leading provider of compound semiconductor technology processes 
and MOCVD production tools. We believe that our proprietary TurboDisc deposition 
technology makes possible one of the most  cost-effective  production  processes 
for the commercial volume manufacture of high-performance compound semiconductor 
wafers and devices, which are integral to broadband communication applications. 
 
 
Customers 
 
     Our  customers   include  Agilent   Technologies   Ltd.,   Anadigics  Inc., 
Boeing-Spectrolab,  Corning,  Inc.,  General Motors Corp.,  Hewlett Packard Co., 
Honeywell   International   Inc.,  IBM,  JDS  Uniphase  Corp.,   Loral  Space  & 
Communications Ltd., Lucent Technologies,  Inc., Motorola, Inc., Nortel Networks 
Corp., Siemens AG's Osram GmbH subsidiary, TriQuint Semiconductor, Inc. and more 
than a dozen of the largest electronics manufacturers in Japan. 
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Benefits of Compound Semiconductors 
 
     Recent advances in information technologies have created a growing need for 
efficient,  high-performance  electronic  systems  that  operate  at  very  high 
frequencies,  have  increased  storage  capacity and  computational  and display 
capabilities and can be produced  cost-effectively in commercial volumes. In the 
past,  electronic  systems  manufacturers  have  relied on  advances  in silicon 
semiconductor  technology  to meet many of these  demands.  However,  the newest 
generation  of  high-performance   electronic  and  optoelectronic  applications 
require certain functions that are generally not achievable using  silicon-based 
components. 
 
     Compound  semiconductors have emerged as an enabling technology to meet the 
complex  requirements of today's  advanced  information  systems.  Many compound 
semiconductor  materials have unique physical properties that allow electrons to 
move at least four times faster than through silicon-based  devices.  Advantages 
of compound semiconductor devices over silicon devices include: 
 
     o    operation at higher speeds; 
 
     o    lower power consumption; 
 
     o    less noise and distortion; and 
 
     o    optoelectronic properties that enable these devices to emit and detect 
          light. 
 
     Although compound semiconductors are more expensive to manufacture than the 
more traditional  silicon-based  semiconductors,  electronics  manufacturers are 
increasingly integrating compound semiconductors into their products in order to 
achieve  the  higher  performance  demands of today's  electronic  products  and 
systems. 
 
 
Strategy 
 
     Our objective is to  capitalize on our position as a leading  developer and 
manufacturer  of compound  semiconductor  tools and  manufacturing  processes to 
become the leading supplier of compound  semiconductor  wafers and devices.  The 
key elements of our strategy are to: 
 
     o  apply our core materials and  manufacturing  expertise  across  multiple 
        product applications; 
 
     o  target high growth market opportunities; 
 
     o  continue to recognize greater value for our core technology; 
 
     o  partner with key industry participants; and 
 
     o  continue  our  investment in research and  development to maintain 
        technology leadership. 
 
 
Recent Developments and Highlights of the Quarter: 
 
     On August 6, 2001, EMCORE announced the commercial production of its new 15 
Gbps parallel optical  interconnect for high-speed data links,  very short reach 
OC-192  optical  links,  and  board-to-board   and   shelf-to-shelf   high-speed 
interconnects for optical  backplanes.  The modules perform  logic-to-light  and 
light-to-logic  conversions  for data  transmission  over multimode fiber ribbon 
cable,  at a wavelength  of 850nm and a power  consumption  of typically  just 2 
watts for the pair.  EMCORE also announced the  development of a VSR transponder 
that is pluggable  and compliant  with the  industry-wide  300 pin  multi-source 
agreement and with the Optical Internetworking Forum's Implementation Agreements 
for SERDES-framer  interface (SFI-4) and VSR OC-192 interfaces.  The transponder 
is anticipated to be in commercial production in September 2001. 
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     On August 2, 2001,  EMCORE  sold its  minority  ownership  position  in the 
Uniroyal Optoelectronics,  LLC joint venture to Uniroyal Technology Corporation, 
(NMS: UTCI) and received  approximately  2.0 million shares of UTCI common stock 
as  consideration  for the  transaction.  EMCORE  expects to  continue  to be an 
important  vendor of MOCVD  equipment to Uniroyal  Optoelectronics,  LLC. EMCORE 
will report a gain on the transaction in the fourth quarter of fiscal 2001. 
 
     On May 7, 2001,  EMCORE  completed  the private  placement  of $175 million 
aggregate principal amount of 5% convertible subordinated notes due in 2006. The 
notes are convertible  into EMCORE common stock at a conversion  price of $48.76 
per share.  EMCORE is using the proceeds of this offering for general  corporate 
purposes,  including capital  expenditures,  working capital,  funding its joint 
venture and for research and development.  In addition, EMCORE may use a portion 
of  the  proceeds  of  the  offering  to  strategically  acquire  or  invest  in 
complementary businesses, products or technology, either directly or through its 
joint venture. 
 
     Blaze  Network  Products  and Cognet  MicroSystems,  a  division  of Intel, 
selected  EMCORE's Coarse  Wavelength  Division  Multiplexing  (CWDM) VCSELs for 
high-speed data  communications.  With these VCSELs, Blaze plans to be the first 
to market with the smallest  pluggable 10 Gigabit  transceiver  in the industry. 
Cognet will use the short wavelength VCSELs for extending the reach of multimode 
fibers. 
 
     EMCORE  expanded its production  technology  offerings with the addition of 
the Enterprise  300LDM for datacom and telecom  applications  and the Enterprise 
450 series for wireless  communications  and solid state lighting  applications. 
These  new  tools  serve as the  enabling  technology  for  EMCORE's  electronic 
materials and optical device product offerings and will enhance EMCORE's ability 
to significantly improve device-manufacturing  economics. The tools decrease the 
cost of ownership by maximizing the efficiency of material usage, reducing cycle 
times and achieving materials quality that enables next generation devices. 
 
     EMCORE's Electronic Materials Division achieved two significant  milestones 
as a high volume supplier of HBT and pHEMT  transistor  materials for high-speed 
wireless communications.  EMCORE reported the shipment of a record 15,000 6-inch 
HBT and pHEMT transistor wafers in a 12-month period.  The Electronic  Materials 
Division  also  earned  the  prestigious  QS-9000  certification  for its  wafer 
manufacturing  activities  based  on its  commitment  to  quality  products  and 
services. 
 
Results of Operations 
 
     The  following  table sets forth the  condensed  consolidated  Statement of 
Operations  data of EMCORE  expressed as a percentage of total  revenues for the 
three and nine-month periods ended June 30, 2001 and 2000: 
 
     Statement of Operations Data: 
 
 
 
 
                                                 Three Months Ended   Nine Months Ended 
                                                        June 30,             June 30, 
                                                 -------------------- -------------------- 
                                                   2001      2000       2001       2000 
                                                   ----      ----       ----       ---- 
                                                                     
 
     Revenues .................................    100.0%     100.0%     100.0%    100.0% 
     Cost of revenues .........................     58.6%      58.4%      58.8%     58.6% 
                                                 --------- ---------- ---------- --------- 
       Gross profit ...........................     41.4%      41.6%      41.2%     41.4% 
     Operating expenses: 
       Selling, general and administrative ....     13.4%      19.7%      15.4%     22.6% 
       Goodwill amortization ..................      0.3%       3.7%       0.7%      4.7% 
       Research and development ...............     26.3%      19.9%      27.7%     21.8% 
                                                 --------- ---------- ---------- --------- 
              Total operating expenses ........     40.0%      43.3%      43.8%     49.1% 
 
                Operating income (loss) .......      1.4%      (1.7%)     (2.6%)    (7.7%) 
 
     Other (income) expense: 
       Interest income, net ...................     (0.1%)     (6.5%)     (1.7%)    (3.7%) 
       Other income ...........................         -          -      (4.2%)        - 
       Imputed warrant interest expense .......         -          -          -      1.2% 
       Equity in net loss of unconsolidated 
          affiliates ..........................       5.1%       9.7%       7.5%     12.3% 
 
                                                 --------- ---------- ---------- --------- 
              Total other (income) expenses ...       5.0%       3.1%       1.6%      9.8% 
 
     Net loss .................................     (3.6%)     (4.9%)     (4.2%)   (17.5%) 
                                                 ========= ========== ========== ========= 
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     EMCORE  has  generated  a  significant  portion  of its sales to  customers 
outside the United States.  EMCORE  anticipates  that  international  sales will 
continue to account for a significant portion of revenues. Historically,  EMCORE 
has  received  substantially  all  payments  for  products  and services in U.S. 
dollars and therefore EMCORE does not currently  anticipate that fluctuations in 
any currency will have a material  effect on its financial  condition or results 
of operations. 
 
      The following chart contains a breakdown of EMCORE's worldwide revenues by 
geographic region. 
 
 
 
 
                    For the fiscal years ended September 30, 
- ----------------------------------------------------------------------------------- 
                            2000                  1999                 1998 
- ----------------------------------------------------------------------------------- 
(in thousands)    Revenue  % of revenue  Revenue % of revenue  Revenue % of revenue 
               -------------------------------------------------------------------- 
                                                          
 
Region: 
  North America      $64,174      62%      $27,698      48%      $26,648      61% 
  Asia                34,656      33%       28,211      48%       15,527      35% 
  Europe               5,676       5%        2,432       4%        1,585       4% 
- ----------------------------------------------------------------------------------- 
          TOTAL     $104,506     100%      $58,341     100%      $43,760     100% 
                    ========     ====      =======     ====      =======     ==== 
 
 
 
 
                                  For the nine months ended June 30, 
        --------------------------------------------------------------------------- 
                                     2001                         2000 
        --------------------------------------------------------------------------- 
         (in thousands)    Revenue   % of revenue      Revenue    % of revenue 
                           -------------------------------------------------------- 
                                                        
 
         Region 
           North America    $77,014           55%      $43,910          62% 
           Asia              51,507           36%       21,603          31% 
           Europe            12,340            9%        4,936           7% 
         -------------------------------------------------------------------------- 
               TOTAL       $140,861          100%      $70,449         100% 
                           ========          ====      =======         ==== 
 
 
     As of June  30,  2001,  EMCORE  had an  order  backlog  of  $140.0  million 
scheduled to be shipped  through June 30, 2002.  This  represents an increase of 
12% or $15.0 million since September 30, 2000.  EMCORE receives  partial advance 
payments or irrevocable letters of credit on most production system orders. 
 
     EMCORE has two reportable operating segments: the systems-related  business 
unit and the materials-related  business unit. The systems-related business unit 
designs,  develops and manufactures  tools and  manufacturing  processes used to 
fabricate compound  semiconductor wafer and devices.  This business unit assists 
our customers with device design,  process development and optimal configuration 
of TurboDisc production systems.  Revenues for the systems-related business unit 
consist of sales of EMCORE's TurboDisc production systems as well as spare parts 
and  services  related to these  ystems.  The  materials-related  business  unit 
designs,  develops and manufactures compound semiconductor  materials.  Revenues 
for the  materials-related  business unit include sales of semiconductor wafers, 
devices, packaged devices, modules and process development technology.  EMCORE's 
vertically-integrated  product offering allows it to provide a complete compound 
semiconductor solution to its customers.  The segments reported are the segments 
of EMCORE for which  separate  financial  information is available and for which 
gross profit amounts are evaluated regularly by executive management in deciding 
how to allocate resources and in assessing performance. EMCORE does not allocate 
assets or operating expenses to the individual operating segments.  Services are 
performed for each other however there are no  intercompany  sales  transactions 
between the two operating segments. 
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Comparison of three and nine-month periods ended June 30, 2001 and 2000 
 
     Revenues.  EMCORE's  revenues  increased  76% or $22.9  million  from $30.0 
million for the three- month period ended June 30, 2000 to $52.9 million for the 
three-month period ended June 30, 2001. For the nine-month period ended June 30, 
2001,  revenues  increased  100% or $70.4  million from $70.4 million in 2000 to 
$140.9 million in 2001. On a sequential  basis,  revenues  reached record levels 
for the sixth  consecutive  quarter and increased 10% or $5.0 million from $47.9 
million  reported in the prior  quarter.  This  increase in revenues is a direct 
result of new material technologies being introduced that enable next generation 
devices. For the nine-month period,  systems-related  revenues increased 129% or 
$55.3  million  from $42.9  million to $98.2  million.  On a  sequential  basis, 
systems-related  revenues  increased  20% or $6.5  million  from  $32.5  million 
reported in the prior quarter.  The number of MOCVD  production  systems shipped 
during the  nine-month  period  increased  116% from 31 in 2000 to 67 systems in 
2001.  Management  expects fiscal year 2001 system shipments will total 90 which 
represents a 90%  increase  over fiscal year 2000  shipments.  Materials-related 
revenues for the  nine-month  period  increased  55% or $15.1 million from $27.5 
million to $42.7  million.  On a sequential  basis,  materials-related  revenues 
decreased 10% or $1.5 million from $15.4 million  reported in the prior quarter. 
This  revenue  decrease  was  primarily  related to lower sales of pHEMT and HBT 
epitaxial wafers as it relates to our wireless technology business. On an annual 
basis,  sales of solar  cells,  pHEMT and HBT  epitaxial  wafers and VCSELs have 
increased 12%, 30% and 323%, respectively,  from the prior year. As a percentage 
of revenues,  systems and materials-related  revenues accounted for 61% and 39%, 
respectively,  for the  nine-month  period  ended June 30, 2000 and 70% and 30%, 
respectively, for the nine-month period ended June 30, 2001. International sales 
accounted for 38% of revenues for the nine-month  period ended June 30, 2000 and 
45% of revenues for the nine-month period ended June 30, 2001. 
 
     Gross  Profit.  EMCORE's  gross profit  increased  75% or $9.4 million from 
$12.5  million for the three- month period ended June 30, 2000 to $21.9  million 
for the three-month  period ended June 30, 2001. For the nine-month period ended 
June 30, 2001, gross profit increased 99% or $28.9 million from $29.1 million in 
2000 to $58.0 million in 2001. On a sequential basis, gross profit increased 12% 
or $2.3 million from $19.6  million.  For the  nine-month  period,  gross profit 
earned on  systems-related  revenues  increased 148% or $26.5 million from $17.9 
million to $44.4  million.  This is due  primarily  to the  overall  increase in 
sales, as well as, improved  manufacturing  efficiencies.  Component and service 
related revenues continue to increase since EMCORE's production system installed 
base now exceeds 400 MOCVD  systems.  For the  nine-month  period,  gross profit 
earned on  materials-related  revenues  increased 21% or $2.4 million from $11.3 
million to $13.6 million.  Management expects gross profits on materials-related 
sales to increase due to recent yield  improvements in  manufacturing  processes 
and expected increased production output due to EMCORE's strong order backlog of 
material-related products. 
 
     Selling,  General and Administrative.  Selling,  general and administrative 
expenses  increased by 20% or $1.2 million from $5.9 million for the three-month 
period ended June 30, 2000 to $7.1 million for the three-month period ended June 
30, 2001. For the  nine-month  period ended June 30, 2001,  selling  general and 
administrative  expenses  increased  36% or $5.7  million  from $15.9 in 2000 to 
$21.6  million  in  2001.   On  a  sequential   basis,   selling,   general  and 
administrative  expenses decreased 6% or $0.5 million from $7.6 million incurred 
in the prior quarter. A significant  portion of the year-over-year  increase was 
due to headcount  increases in marketing and sales personnel to support domestic 
and foreign  markets and other  administrative  headcount  additions  to sustain 
internal  support.  The decrease in actual  expenses  from the prior quarter was 
largely due to cost control  programs  placed into  service.  As a percentage of 
revenue, selling, general and administrative expenses decreased from 23% for the 
nine-month  period  ended June 30, 2000 to 15% for the  nine-month  period ended 
June 30, 2001.  On a sequential  basis,  as a  percentage  of revenue,  selling, 
general and  administrative  expenses  decreased  from 16% realized in the prior 
quarter to 13%. 
 
     Goodwill Amortization.  Goodwill of $3.1 million was recorded in connection 
with our acquisitions of Analytical Solutions, Inc. and Training Solutions, Inc. 
in  January  2001.  During  the  three  months  ended  June 30,  2001,  goodwill 
amortization totaled $0.2 million. 
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     Research and Development.  Research and development expenses increased 132% 
or $7.9 million from $6.0 million in the three-month  period ended June 30, 2000 
to  $13.9  million  in the  three  month-period  ended  June 30,  2001.  For the 
nine-month period ended June 30, 2001,  research and development  increased 154% 
or $23.7  million  from  $15.4  million in 2000 to $39.1  million in 2001.  On a 
sequential  basis,  research  and  development  expenses  increased  16% or $1.9 
million from $12.0 million incurred in the last quarter.  To maintain growth and 
to  continue  to pursue  market  leadership  in  materials  science  technology, 
management  expects the amount to continue to invest a significant amount of its 
resources in research and development. EMCORE expects the amount of research and 
development  expenditures  to continue at similar  levels for the  remainder  of 
fiscal year 2001 as EMCORE  finalizes the development and  commercialization  of 
new fiber optic products,  including long  wavelength  VCSELs  (vertical  cavity 
surface emitting lasers),  optical subassemblies and modules. As a percentage of 
revenue,  research and  development  expenses  increased  from 25% for the three 
months ended March 31, 2001 to 26% for the three months ended June 30, 2001. 
 
     Interest income,  net. For the three-month  period ended June 30, 2001, net 
interest income decreased $1.9 million from $2.0 million in 2000 to $68,000. For 
the  nine-month  period ended June 30, 2001,  interest  expense  decreased  $0.3 
million from $2.6  million in 2000 to $2.4 million in 2001.  The decrease in net 
interest income is the result of additional  interest  expense incurred from the 
5% convertible subordinated notes due 2006. 
 
     Other income, net. Other income includes a net gain of $5.9 million related 
to the settlement of litigation, recorded in March 2001. 
 
     Equity  in  unconsolidated  affiliates.   Since  EMCORE  does  not  have  a 
controlling economic and voting interest in its joint ventures,  EMCORE accounts 
for these joint ventures under the equity method of accounting. 
 
     For the quarters ended June 30, 2000 and 2001,  EMCORE  incurred a net loss 
of  approximately  $1.4 million related to the GELcore joint venture,  up from a 
$1.2 million loss  incurred in the quarter  ended June 30, 2000. On a sequential 
basis,  GELcore's  net loss  increased  63% or $0.6  million  from $0.9  million 
incurred last quarter.  On April 11, 2001,  EMCORE  invested an additional  $3.9 
million into this joint venture. As of June 30, 2001, EMCORE's net investment in 
this joint venture amounted to $10.3 million. 
 
     EMCORE also incurred a net loss of  approximately  $1.3 million  related to 
the UOE joint  venture  in the  quarter  ended June 30,  2001,  down from a $1.7 
million loss incurred in the quarter ended June 30, 2000. On a sequential basis, 
UOE's net loss  decreased  54% or $1.5 million from $2.8 million  incurred  last 
quarter.  As of June 30, 2001,  EMCORE's net  investment  in this joint  venture 
amounted to $3.0 million and Emcore's  ownership  interest in the joint  venture 
dropped to 36%. On August 2, 2001, Emcore sold its minority  ownership  position 
in this joint  venture to  Uniroyal  Technology  Corporation  and  received  2.0 
million shares of UTCI common stock as consideration for the transaction. 
 
     Income  Taxes.  As a result of its losses,  EMCORE did not incur any income 
tax  expense in both the three and  nine-month  periods  ended June 30, 2001 and 
2000. 
 
     EMCORE has  experienced  and expects to continue to experience  significant 
fluctuations  in quarterly  results.  Factors which have had an influence on and 
may continue to influence  EMCORE's  operating  results in a particular  quarter 
include, but are not limited to, the timing of receipt of orders,  cancellation, 
rescheduling  or delay in product  shipment or supply  deliveries,  product mix, 
competitive pricing pressures,  EMCORE's ability to design, manufacture and ship 
products on a cost  effective and timely basis,  including the ability of EMCORE 
to achieve and  maintain  acceptable  production  yields for wafers and devices, 
regional  economic  conditions  and the  announcement  and  introduction  of new 
products  by EMCORE  and by its  competitors.  The  timing of sales of  EMCORE's 
TurboDisc  production  systems may cause  substantial  fluctuations in quarterly 
operating  results  due to the  substantially  higher  per  unit  price of these 
products  relative to EMCORE's  other  products.  If the compound  semiconductor 
industry  experiences  downturns  or  slowdowns,  EMCORE's  business,  financial 
condition and results of operations may be materially and adversely affected. 
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Liquidity and Capital Resources 
 
     EMCORE  has  funded  operations  to date  through  sales  of  equity,  bank 
borrowings,  subordinated  debt and revenues  from product  sales.  In May 2001, 
EMCORE issued $175.0 million of 5% convertible  subordinated  notes due in 2006. 
In  June  1999,   EMCORE  completed  a  secondary  public  offering  and  raised 
approximately  $52.0  million,  net of issuance  costs.  In March  2000,  EMCORE 
completed an additional public offering and raised approximately $127.8 million, 
net of  issuance  costs.  As of June 30,  2001,  EMCORE had  working  capital of 
approximately $215.4 million, including $159.6 million in cash, cash equivalents 
and marketable securities. 
 
     Cash used for operating  activities  approximated  $38.9 million during the 
nine-month  period ended June 30, 2001 as a result of  increases  in  inventory, 
accounts   receivable  and  other  current  assets.  The  increase  in  accounts 
receivable  was within  expectations  of the 100%  increase in revenues from the 
prior year. For the nine months ended June 30, 2001 net cash used for investment 
activities  amounted to $114.5 million.  EMCORE's capital  expenditures  totaled 
$80.8  million,  which was used  primarily  for  capacity  expansion at both New 
Jersey  and  New  Mexico's  manufacturing  facilities.   EMCORE  quadrupled  its 
production  capacity for GaInP HBTs and pHEMTs to meet  wireless and fiber optic 
market  demands.  Completed  in  January  2001,  EMCORE  tripled  its  cleanroom 
manufacturing  capacity in New Mexico by adding on an  additional  36,000 square 
feet to the existing  50,000 square foot building  which houses  EMCORE's  solar 
cell,  optical  components and networking  products.  EMCORE's  planned  capital 
expenditures  are expected to total  approximately  $90.0 million  during fiscal 
year 2001.  Capital  spending in fiscal year 2001 also  includes the purchase of 
and continued  upgrades to  manufacturing  facilities,  continued  investment in 
analytical  and diagnostic  research and  development  equipment,  upgrading and 
purchasing  computer equipment and the manufacture of TurboDisc MOCVD production 
systems used internally for production of materials-related  products.  EMCORE's 
net  investment in marketable  securities  increased by $27.4 million during the 
nine months ended June 30, 2001.  Net cash provided by financing  activities for 
the nine months ended June 30, 2001 amounted to approximately $184.4 million. On 
May 7, 2001,  EMCORE completed the private  placement of $175 million  aggregate 
principal  amount of 5% convertible  subordinated  notes due 2006. The notes are 
convertible  into EMCORE common stock at a conversion price of $48.76 per share. 
EMCORE  intends  to use the  proceeds  of the  offering  for  general  corporate 
purposes,  including capital  expenditures,  working capital,  funding its joint 
ventures and for research and development. In addition, EMCORE may use a portion 
of  the  proceeds  of  the  offering  to  strategically  acquire  or  invest  in 
complementary businesses, products or technology, either directly or through its 
joint venture. 
 
 
Recent Accounting Pronouncements 
 
     In July 2001, the Financial  Accounting  Standards Board  ("FASB"),  issued 
Statement  of  Financial   Accounting  Standards  ("SFAS")  No.  141,  "Business 
Combinations" and No. 142, "Goodwill and Other Intangible Assets". Statement No. 
141 requires that all business  combinations  initiated  after June 30, 2001, be 
accounted for using the purchase method of accounting.  In addition,  it further 
clarifies the criteria for  recognition  of intangible  assets  separately  from 
goodwill. Statement No. 142 establishes new standards for goodwill acquired in a 
business  combination  and  eliminates  the  amortization  of goodwill  over its 
estimated  useful  life.  Rather,  goodwill  will now be tested  for  impairment 
annually, or more frequently if circumstances indicate potential impairment,  by 
applying a fair value based test.  EMCORE expects to adopt this statement during 
the first  quarter  of fiscal  2002.  As of June 30,  2001,  EMCORE  had $2.8 of 
unamortized  goodwill  resulting  from prior  acquisitions.  EMCORE  will record 
approximately $155,000 of additional goodwill amortization through the remainder 
of fiscal year 2001. 
 
 
 
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 
 
     During the nine months ended June 30, 2001,  EMCORE  invested in high-grade 
corporate debt, commercial paper, government securities and other investments at 
fixed interest rates that vary by security.  No other material changes in market 
risk were identified. 
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     This  report  contains  forward-looking  statements  based  on our  current 
expectations,  estimates,  and  projections  about  our  industry,  management's 
beliefs,  and  certain  assumptions  made by us.  Words  such as  "anticipates", 
"expects",  "intends", "plans", "believes",  "seeks", "estimates", "may", "will" 
and  variations of these words or similar  expressions  are intended to identify 
forward-looking   statements.   In  addition,   any  statements  that  refer  to 
expectations,  projections  or  other  characterizations  of  future  events  or 
circumstances,   including  any  underlying  assumptions,   are  forward-looking 
statements.  These statements are not a guarantee of future  performance and are 
subject to certain risks,  uncertainties  and assumptions  that are difficult to 
predict.  Therefore,  our actual  results could differ  materially and adversely 
from those  expressed in any  forward-looking  statements as a result of various 
factors, including, but not limited to: 
 
 
     o    rapid growth which places a strain on our resources; 
     o    our expectation of continued operating losses; 
     o    rapidtechnology  changes in the compound  semiconductor  industry that 
          require us to continually  improve existing products,  design and sell 
          new products and manage the costs of research and development in order 
          to  effectively  compete; 
     o    fluctuations in our quarterly  operating  results which may negatively 
          impact our stock price; 
     o    the fact that   our   joint  venture partner, who have control of  the 
          venture, may make  decisions  that we do   not agree with and  thereby 
          adversely affect our net income; 
     o    our  exposure  to   export   risks  since   a large  percentage of our 
          revenues are from foreign sales; 
     o    the  potential  for us  to lose  sales  if  we are  unable  to  obtain 
          government authorization to export our products; 
     o    the fact that our products   are  difficult to  manufacture  and small 
          manufacturing  defects can adversely affect our production  yields and 
          our operating results; 
     o    lengthy  sales and  qualifications  cycles for  our  products that are 
          typical of our  industry and,  in many cases,  require  us to invest a 
          substantial amount of time and funds before we receive orders; 
     o    industry  demand for skilled  employees,  particularly  scientific and 
          technical  personnel  with  compound  semiconductor  experience  which 
          exceeds the number of skilled personnel available; 
     o    protecting our trade secrets and obtaining patent  protection which is 
          critical to our ability to compete for  business; 
     o    licenses  that may be required to  continue  to  manufacture  and sell 
          certain of our compound  semiconductor wafers and devices, the expense 
          of  which  may  adversely   affect  our  results  of   operations; 
     o    interruptions  in our business and a significant loss of sales to Asia 
          which may result if our primary Asian distributor fails to effectively 
          market and service our products; 
     o    our management's stock ownership which gives them the power to control 
          business  affairs and prevent a takeover  that could be  beneficial to 
          unaffiliated shareholders; 
     o    the  consequences  of  unsuccessful   control  of  the  hazardous  raw 
          materials  used in our  manufacturing  process  which could  result in 
          costly remediation fees,  penalties or damages under environmental and 
          safety  regulations; 
     o    our business or our stock price which could be  adversely  affected by 
          issuance of preferred  stock; 
     o    certain  provisions of New Jersey Law and our charter which may make a 
          takeover  of our  company  difficult  even if such  takeover  could be 
          beneficial to some of our shareholders; 
     o    fluctuations  in the price of our common  stock which may  continue in 
          the future. 
 
 
 
Our  Annual  Report  on Form  10-K and other  SEC  filings  discuss  some of the 
important  risk factors that may affect our business,  results of operations and 
financial condition. We undertake no obligation to revise or update publicly and 
forward-looking statements for any reason. 
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PART II. OTHER INFORMATION 
 
     ITEM 1.  LEGAL PROCEEDINGS 
 
          Not applicable. 
 
     ITEM 2.  CHANGES IN SECURITIES AND USE OF PROCEEDS 
 
          Not applicable. 
 
     ITEM 3.  DEFAULTS UPON SENIOR SECURITIES 
 
          Not applicable. 
 
     ITEM 4.  SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 
 
          Not applicable. 
 
     ITEM 5.  OTHER INFORMATION 
 
          Not applicable. 
 
     ITEM 6.  EXHIBITS AND REPORTS ON FORM 8-K 
 
          a)   List of Exhibits 
 
          2.1  Membership  Interest  Purchase  Agreement,  dated as of August 2, 
               2001,  by and among  Uniroyal  Technology  Corporation,  Uniroyal 
               Compound  Semiconductor Inc., Uniroyal  Optoelectronics,  LLC and 
               the Company. 
 
          (b)  Reports on Form 8-K 
 
          No reports on Form 8-K were filed  during the  quarter  ended June 30, 
          2001. 
 
 
 
 
 
 
 
 
     Pursuant to the  requirements  of the Securities  Exchange Act of 1934, the 
registrant  has duly  caused  this  report  to be  signed  on its  behalf by the 
undersigned thereunto duly authorized. 
 
                               EMCORE CORPORATION 
 
 
 
     Date:     August 14, 2001     By:  /s/ Reuben F. Richards, Jr. 
                                   -------------------------------- 
                                   Reuben F. Richards, Jr. 
                                   President and Chief Executive Officer 
 
     Date:     August 14, 2001     By:  /s/ Thomas G. Werthan 
                                   -------------------------------- 
                                   Thomas G. Werthan 
                                   Vice President and Chief Financial Officer 
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                                                                     EXHIBIT 2.1 
 
- -------------------------------------------------------------------------------- 
                     MEMBERSHIP INTEREST PURCHASE AGREEMENT 
 
                           Dated as of August 2, 2001 
 
                                  By and Among 
 
                         Uniroyal Technology Corporation 
 
                          Uniroyal Optoelectronics, LLC 
 
                      Uniroyal Compound Semiconductors Inc. 
                                       and 
 
                               Emcore Corporation 
 
 
- -------------------------------------------------------------------------------- 
 
 

 
 
                     MEMBERSHIP INTEREST PURCHASE AGREEMENT 
 
MEMBERSHIP  INTEREST PURCHASE AGREEMENT (this "Agreement") dated as of August 2, 
2001 by and between  Uniroyal  Technology  Corporation,  a Delaware  corporation 
("Purchaser"),  Uniroyal Compound  Semiconductors Inc., a Delaware  corporation, 
Uniroyal  Optoelectronics,  LLC,  a  Delaware  limited  liability  company  (the 
"Company")  and Emcore  Corporation,  a New Jersey  corporation  ("Seller"  both 
Seller and Purchaser each a "Party" and together the "Parties"), being the owner 
of a membership interest in the Company. 
 
 
                              W I T N E S S E T H: 
                               - - - - - - - - - - 
 
 
WHEREAS, Purchaser and Seller have formed Uniroyal Optoelectronics, LLC pursuant 
to a Joint  Venture  Agreement,  dated  December  31,  1997,  and an Amended and 
Restated  Joint Venture  Agreement,  dated November 30, 1998 (the "Joint Venture 
Agreement"); and 
 
WHEREAS,  Seller owns a  membership  interest in the Company  that was  acquired 
pursuant to the Joint Venture Agreement (the "Membership Interest"); 
 
WHEREAS,  Purchaser  and Seller are Parties to, have entered  into,  and wish to 
terminate  and  release  Seller  from all  obligations  of (i) the  Amended  and 
Restated  Technology  License  Agreement  dated as of November  30, 1998 between 
Seller and Purchaser  (the "License  Agreement"),  (ii) the Amended and Restated 
Sublicense  Agreement  dated as of  November  30,  1998  between  Purchaser  and 
Uniroyal Compound  Semiconductors Inc. ("UCSI"),  (iii) the Amended and Restated 
Sublicense  Agreement dated as of November 30, 1998 between UCSI and the Company 
(the Sublicense  Agreements  described in clauses (ii) and (iii)  together,  the 
"Sublicense  Agreements")  and (iv) the Supply Agreement dated December 31, 1997 
between Seller and the Company (the "Supply Agreement"); 
 
WHEREAS,  Seller desires to sell, and Purchaser desires to purchase,  all of the 
Seller's  Membership  Interest in the Company  pursuant to this Agreement and to 
amend the Joint  Venture  Agreement  to reflect  that as of the Closing Date (as 
hereinafter defined) the Seller will not be a member of the Company; and 
 
WHEREAS,  it is the intention of the parties hereto that,  upon  consummation of 
the purchase and sale of the  Membership  Interest  pursuant to this  Agreement, 
Purchaser or a wholly owned  subsidiary  of Purchaser  shall own the  Membership 
Interest of the Company; 
 
NOW, THEREFORE, IT IS AGREED: 
 



 
 
                                    ARTICLE I 
 
                                   DEFINITIONS 
 
ss. 1.  Definitions. 
 
ss. 1.1 Defined Terms.  When used in this  Agreement,  the following terms shall 
have the respective meanings specified therefor below. 
 
"Affiliate" shall mean, with respect to any Person, any other Person directly or 
indirectly  controlling,  controlled  by, or under  common  control  with,  such 
Person; provided that, for the purposes of this definition,  control (including, 
with  correlative  meanings,  the terms  controlled by and under common  control 
with), as used with respect to any Person,  shall mean the possession,  directly 
or  indirectly,  of the power to direct or cause the direction of the management 
and policies of such Person, whether through the ownership of voting securities, 
by contract or otherwise and provided,  further, that an Affiliate of any Person 
shall also  include (i) any Person that  directly or  indirectly  owns more than 
five percent (5%) of any class of capital stock or other equity interest of such 
Person, (ii) any officer, director, trustee or beneficiary of such Person, (iii) 
any spouse, parent, sibling or descendant of any Person described in clauses (i) 
or (ii)  above,  and (iv) any trust for the benefit of any Person  described  in 
clauses (i) through (iii) above or for any spouse, issue or lineal descendant of 
any Person described in clauses (i) through (iii) above. 
 
"Business  Day" shall mean any day,  other than a  Saturday,  Sunday or a day on 
which banks located in New York, New York shall be authorized or required by law 
to close. 
 
"Governmental  or  Regulatory   Authority"   shall  mean  any   instrumentality, 
subdivision,   court,  administrative  agency,  commission,  official  or  other 
authority  of the United  States or any other  country  or any state,  province, 
prefect,  municipality,  locality or other  government or political  subdivision 
thereof,  or any  quasi-governmental  or private body exercising any regulatory, 
taxing, importing or other governmental or quasi-governmental authority. 
 
"Law"  shall  mean  any  statute,  law,  ordinance,  rule or  regulation  of any 
Governmental or Regulatory Authority. 
 
"Lien" or "Liens" shall mean liens, security interests, options, rights of first 
refusal, claims,  easements,  mortgages,  charges,  indentures,  deeds of trust, 
rights of way, restrictions on the use of real property, encroachments, licenses 
to third parties,  leases to third parties,  security  agreements,  or any other 
encumbrances  and other  restrictions  or limitations on use of real or personal 
property or irregularities in title thereto. 
 
"Material Adverse Effect" shall mean, (i) when used with respect to the Company, 
any materially adverse change in or effect on the business, assets, liabilities, 
results of  operation,  condition  (financial  or otherwise) or prospects of the 
Company or (ii) when used with respect to  Purchaser or Seller,  as the case may 
be, any materially adverse change in or effect on (including any material delay) 
the  ability  of  Purchaser  or  Seller,  as the case  may be,  to  perform  its 
respective obligations hereunder. 
 
"Material Positive Effect" shall mean when used with respect to the Company, any 
materially  positive change in or effect on the business,  assets,  liabilities, 
results of  operation,  condition  (financial  or otherwise) or prospects of the 
Company. 
 
"Order" shall mean any judgment,  order,  injunction,  decree,  writ,  permit or 
license of any Governmental or Regulatory Authority or any arbitrator. 
 
"Person" shall mean and include an individual, a partnership, a joint venture, a 
corporation,  a limited liability  company, a limited liability  partnership,  a 
trust, an incorporated organization and a Governmental or Regulatory Authority. 
 
"Purchaser  Shares"  shall mean the shares of common  stock,  $0.01 par value of 
Uniroyal Technology Corporation. 
 
"Subsidiary"  shall mean, with respect to any Person,  (i) any corporation  more 
than 50% of whose  stock of any class or  classes  having  by the terms  thereof 
ordinary  voting power to elect a majority of the directors of such  corporation 
(irrespective  of  whether  or not at the time  stock of any class or classes of 
such  corporation  shall  have or  might  have  voting  power by  reason  of the 
happening of any  contingency)  is owned by such Person  directly or  indirectly 
through  one or more  Subsidiaries  of such  Person  and (ii)  any  partnership, 
association,  joint  venture or other  entity in which such  Person  directly or 
indirectly  through one or more  Subsidiaries of such Person has more than a 50% 
equity interest. 
 
ss. 1.2 Additional  Defined Terms.  In addition to the terms defined in 1.1, the 
following  terms  shall have the  respective  meanings  assigned  thereto in the 
sections indicated below. 
 
 
 
Defined Term                  Section                Defined Term                     Section 



- ------------                  -------                ------------                     ------- 
                                                                              
Agreement                     Preamble               NLRB                             4.15 
Claims                        4.18(b)                Permit or Permite                4.12(b) 
Closing                       2.3                    Purchase Price                   2.2 
Closing Date                  2.3                    Purchaser                        Preamble 
Company                       Preamble               Purchaser Financial              4.4 
                                                     Statements 
Contract                      3.3                    Purchaser Property               4.18(b) 
Environmental Claims          4.18(b)                Registration Rights              2.5 
                                                     Agreement 
Environmental Law             4.18(b)                Release or Released              4.18(b) 
Exchange Act                  4.4                    Respective Entities              7.1 
GAAP                          4.4                    Returns                          4.16(a) 
Hazardous Materials           4.18(b)                SEC                              4.3 
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Defined Term                  Section                Defined Term                     Section 
- ------------                  -------                ------------                     ------- 
                                                                              
Immigration Laws              4.15                   Securities Act                   2.5 
Indemnified Party             6.3                    Seller                           Preamble 
Indemnifying Party            6.3                    Seller Indemnitee                6.2 
Intellectual Property         4.17(h)                Taxes                            4.16(a) 
Losses                        6.2(a)                 Transfer Agent                   2.4 
NASD                          4.3                    WARN                             4.15 
New License Agreement         7.(b) 
 
 
 
ss. 1.3 Construction. In this Agreement, unless the context otherwise requires: 
 
     (a) any reference in this  Agreement to writing or  comparable  expressions 
includes  a  reference  to  facsimile   transmission  or  comparable   means  of 
communication; 
 
     (b) words  expressed  in the singular  number shall  include the plural and 
vice versa,  words  expressed in the  masculine  shall  include the feminine and 
neuter gender and vice versa; 
 
     (c) references to Articles,  Sections, Exhibits, Schedules and Recitals are 
references  to  articles,  sections,  exhibits,  schedules  and recitals of this 
Agreement; 
 
     (d) reference to day or days are to calendar days; 
 
     (e) this Agreement or any other agreement or document shall be construed as 
a reference to this  Agreement  or, as the case may be, such other  agreement or 
document  as the same  may have  been,  or may  from  time to time be,  amended, 
varied, novated or supplemented; and 
 
     (f) include,  includes,  and including are deemed to be followed by without 
limitation  whether or not they are in fact  followed  by such words or words of 
similar import. 
 
ss. 1.4 Schedules and Exhibits. The Schedules and Exhibits to this Agreement are 
incorporated into and form an integral part of this Agreement.  If an Exhibit is 
a form of agreement,  such agreement, when executed and delivered by the parties 
thereto, shall constitute a document independent of this Agreement. 
 
ss. 1.5 Knowledge. Where any representation or warranty contained in this 
Agreement is expressly qualified by reference to the knowledge of Seller or 
Purchaser, Seller or Purchaser respectively confirms that it has made due and 
diligent inquiry as to the matters that are the subject of such representations 
and warranty. 
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                                   ARTICLE II 
 
                           SALE OF MEMBERSHIP INTEREST 
 
ss.  2.1  Sale  of  Membership  Interest.  On  the  terms,  and  subject  to the 
conditions,  set forth in this Sale of  Agreement,  Seller  agrees to and hereby 
sell,  assign,  transfer  and  deliver to  Purchaser  on the Closing  Date,  and 
Purchaser  agrees to purchase  from Seller on the Closing Date,  the  Membership 
Interest, and both Parties agree to the amendment of the Joint Venture Agreement 
in the form attached as Exhibit D. Both Parties in  accordance  with section 8.1 
of the Joint Venture  Agreement hereby consent to the transfer of the Membership 
Interest from the Seller to the Purchaser. 
 
ss. 2.2 Purchase Price. In full  consideration  for the purchase by Purchaser of 
the Membership  Interest,  Purchaser  shall pay to Seller,  on the Closing Date, 
1,965,924 Purchaser Shares (the "Purchase Price"). 
 
ss. 2.3 Closing.  The sale referred to in Section 2.1 (the "Closing") shall take 
place at the offices of White & Case LLP, 1155 Avenue of the Americas, New York, 
New York on the date this Agreement is executed. Such date is herein referred to 
as the "Closing Date". 
 
ss. 2.4 Purchaser Shares Transfer. At the Closing, the Purchaser shall authorize 
its  transfer  agent  (the  "Transfer  Agent")  to  issue  to the  Seller  stock 
certificates registered in the name of the Seller, or in such nominee name(s) as 
designated  by the  Seller  in  writing  and  the  Purchaser  will  deliver  one 
certificate representing 1,965,924 shares of Common Stock (the "Certificate"). 
 
ss. 2.5 Exemption  from  Registration;  Registration  of Purchaser  Shares.  The 
Purchaser  Shares to be issued  pursuant to the Agreement  are exempt from,  and 
subject to,  registration  under the United  States  Securities  Act of 1933, as 
amended  (the  "Securities  Act"),  by  reason  of  Rule  506  of  Regulation  D 
promulgated  thereunder.  The  Purchaser  Shares are  subject to a  registration 
rights   agreement  (the   "Registration   Rights   Agreement"),   in  the  form 
substantially similar to the form attached as Exhibit A. 
 
ss. 2.6 Vendor  Financing.  For good and valuable  consideration,  and to induce 
Purchaser to enter into this  Agreement,  Seller grants  Purchaser  such payment 
terms and  preferred  vendor  pricing as  described  on Schedule A. For good and 
valuable  consideration,  and to  induce  Seller to enter  into this  Agreement, 
Purchaser grants Seller preferred vendor status and pricing on Uniroyal Compound 
Semiconductors  Inc.,  Uniroyal  Optoelectronics,  LLC, Sterling  Semiconductor, 
Inc., and NorLux Corp. products and services. 
 
 
 
                                   ARTICLE III 
 
                            REPRESENTATIONS OF SELLER 
 
ss. 3.  Representations  of Seller.  Seller  represents,  warrants and agrees as 
follows: 
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ss. 3.1 Ownership of Membership Interest; Existence and Good Standing of Seller. 
Seller is the  lawful  owner,  beneficially  and of  record,  of the  Membership 
Interest acquired pursuant to the Joint Venture Agreement, free and clear of all 
Liens.  Seller is a corporation  duly  organized,  validly  existing and in good 
standing under the laws of the State of New Jersey.  Seller has not transferred, 
sold or assigned any portion of the Membership Interest acquired pursuant to the 
Joint Venture  Agreement.  The delivery to Purchaser of the Membership  Interest 
pursuant to this  Agreement  will transfer to Purchaser  good and valid title to 
all of the Membership Interest of the Company, free and clear of all Liens. 
 
ss.  3.2  Authority  and  Enforceability.  Seller  has the  corporate  power and 
authority to execute and deliver this  Agreement and the other  instruments  and 
agreements to be executed and delivered by Seller as contemplated hereby. Seller 
has  the  corporate   power  and  authority  to  consummate   the   transactions 
contemplated  hereby and by the other  instruments and agreements to be executed 
and delivered by Seller as contemplated  hereby,  including without  limitation, 
the execution and delivery of this Agreement, the Registration Rights Agreement, 
the New  License  Agreement  (as  hereinafter  defined),  the Loan and  Security 
Agreement and other  documents and  instruments  evidencing  the purchase of the 
Membership  Interest of the Seller by Purchaser,  and all other  instruments and 
agreement to be executed and delivered by Seller as contemplated hereby, and the 
consummation of the transactions contemplated hereby and thereby, have been duly 
authorized by Seller's Board of Directors and no other  corporate  action on the 
part of Seller is necessary to authorize the execution, delivery and performance 
of this  Agreement and such other  instruments  and agreements by Seller and the 
consummation of the transactions contemplated hereby and thereby. This Agreement 
and all other  instruments and agreements to be executed and delivered by Seller 
as  contemplated  hereby,  when  delivered in accordance  with the terms hereof, 
assuming the due  execution  and delivery of this  Agreement and each such other 
document by the other parties hereto and thereto,  shall have been duly executed 
and  delivered by Seller and shall be valid and binding  obligations  of Seller, 
enforceable  against Seller in accordance with their terms, except to the extent 
that their enforceability may be subject to applicable  bankruptcy,  insolvency, 
reorganization,   moratorium  or  similar  laws  affecting  the  enforcement  of 
creditors' rights generally and to general equitable principles. 
 
ss. 3.3 Consents and  Approvals;  No  Violations.  The execution and delivery of 
this  Agreement,  the  other  instruments  and  agreements  to be  executed  and 
delivered by Seller as contemplated hereby and the consummation by Seller of the 
transactions  contemplated  hereby and thereby will not result in a violation or 
breach of,  conflict  with,  constitute  (with or without due notice or lapse of 
time or both) a default (or give rise to any right of termination, cancellation, 
payment or acceleration)  under, or result in the creation of any Lien on any of 
the properties or assets of the Company or any of its  Subsidiaries  under:  (1) 
any provision of the certificate of incorporation or by-laws of Seller;  (2) any 
Law or Order  applicable to Seller,  or by which any of its properties or assets 
may be bound; (3) any of the terms,  conditions or provisions of any note, bond, 
mortgage,   indenture,   guarantee,   license,  franchise,   permit,  agreement, 
understanding arrangement,  contract,  commitment, lease, franchise agreement or 
other  instrument or obligation  (whether oral or written) (each,  including all 
amendments  thereto,  a "Contract") to which Seller is a party, or by which they 
or any of their  respective  properties or assets is bound except in the case of 
clauses 
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(2) and (3) above, for such violations,  filings, permits, consents,  approvals, 
notices,  breaches or conflicts  which would not have a Material  Adverse Effect 
with respect to Seller or the Company. 
 
                                   ARTICLE IV 
 
                          REPRESENTATIONS OF PURCHASER 
 
ss. 4. Representations of Purchaser.  Purchaser represents,  warrants and agrees 
as follows: 
 
ss. 4.1  Organization,  Standing  and Power.  Purchaser  is a  corporation  duly 
organized,  validly existing and in good standing under the laws of the state of 
Delaware.  Purchaser has the corporate  power to own its properties and to carry 
on its business as now being  conducted  and as proposed to be conducted  and is 
duly  qualified to do business and is in good standing in each  jurisdiction  in 
which the failure to be so qualified and in good standing  could not  reasonably 
be expected to have a Material Adverse Effect on Purchaser.  Purchaser is not in 
violation of any of the  provisions of its Amended and Restated  Certificate  of 
Incorporation or Bylaws or equivalent organizational documents. 
 
ss. 4.2 Authority  and  Enforceability.  Purchaser  has the corporate  power and 
authority to execute and deliver this  Agreement and the other  instruments  and 
agreements  to be executed and  delivered by Purchaser as  contemplated  hereby. 
Purchaser has the corporate  power and authority to consummate the  transactions 
contemplated  hereby and by the other  instruments and agreements to be executed 
and delivered by Purchaser as contemplated hereby, including without limitation, 
the execution and delivery of this Agreement, the Registration Rights Agreement, 
the New License  Agreement,  the Loan and Security Agreement and other documents 
and instruments evidencing the purchase of the Membership Interest of the Seller 
by  Purchaser,  and all other  instruments  and  agreement  to be  executed  and 
delivered by Purchaser  as  contemplated  hereby,  and the  consummation  of the 
transactions  contemplated  hereby and  thereby,  have been duly  authorized  by 
Purchaser's  Board of  Directors  and no other  corporate  action on the part of 
Purchaser is necessary to authorize the execution,  delivery and  performance of 
this  Agreement and such other  instruments  and agreements by Purchaser and the 
consummation of the transactions contemplated hereby and thereby. This Agreement 
and all other  instruments  and  agreements  to be  executed  and  delivered  by 
Purchaser as  contemplated  hereby,  when delivered in accordance with the terms 
hereof,  assuming the due execution and delivery of this Agreement and each such 
other  document by the other  parties  hereto and thereto,  shall have been duly 
executed and delivered by Purchaser  and shall be valid and binding  obligations 
of Purchaser,  enforceable  against  Purchaser in  accordance  with their terms, 
except to the extent  that  their  enforceability  may be subject to  applicable 
bankruptcy, insolvency, reorganization, moratorium or similar laws affecting the 
enforcement of creditors' rights generally and to general equitable principles. 
 
ss. 4.3 Consents and  Approvals;  No  Violations.  The execution and delivery of 
this  Agreement,  the  other  instruments  and  agreements  to be  executed  and 
delivered by Purchaser as contemplated  hereby and the consummation by Purchaser 
of the  transactions  contemplated  hereby  and  thereby  will not  result  in a 
violation or breach of, conflict with, constitute (with or without due notice or 
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lapse of time or both) a  default  (or give  rise to any  right of  termination, 
cancellation,  payment or acceleration)  under, or result in the creation of any 
Lien  on  any  of the  properties  or  assets  of  the  Purchaser  or any of its 
Subsidiaries  under:  (1) any provision of the certificate of  incorporation  or 
by-laws of Purchaser;  (2) any Law or Order applicable to Purchaser, or by which 
any of its properties or assets may be bound;  (3) any of the terms,  conditions 
or provisions of any Contract to which Purchaser is a party, or by which they or 
any of their  respective  properties  or assets  is bound  except in the case of 
clauses (2) and (3) above,  for such  violations,  filings,  permits,  consents, 
approvals,  notices,  breaches  or  conflicts  which  would not have a  Material 
Adverse Effect with respect to Purchaser or the Company.  No consent,  approval, 
order or  authorization  of, or  registration,  declaration  or filing with, any 
governmental  entity is required by or with respect to  Purchaser in  connection 
with  the  execution  and  delivery  of  this  Agreement  by  Purchaser  or  the 
consummation by Purchaser of the transactions  contemplated  hereby,  except for 
(i) the filing,  if any, of a current report on Form 8-K with the Securities and 
Exchange  Commission  ("SEC") and National  Association  of  Securities  Dealers 
("NASD")  after the date of this  Agreement,  (ii) the filing of a  registration 
statement on Form S-3 with the SEC after the date of this Agreement covering the 
resale of the Purchaser  Shares  issued  pursuant to this  Agreement,  (iii) any 
filings  as may be  required  under  applicable  state  securities  laws and the 
securities laws of any foreign country. 
 
ss. 4.4 SEC Filings; Financial Statements.  Except as set forth in any Purchaser 
SEC filings,  as of their  respective  filing  dates,  the Purchaser SEC filings 
complied in all material  respects  with the  requirements  of the United States 
Securities  Exchange  Act of 1934,  as amended  (the  "Exchange  Act"),  and the 
Securities Act, and as their  respective  filing date, the date hereof,  none of 
the  Purchaser  SEC filings  contain any untrue  statement of a material fact or 
omit to state a material fact required to be stated therein or necessary to make 
the statements made therein,  in light of the  circumstances  in which they were 
made, not  misleading,  except to the extent  corrected by a subsequently  filed 
Purchaser  SEC filing.  Except as set forth in any  Purchaser  SEC  filing,  the 
financial statements of Purchaser,  including the notes thereto, included in the 
Purchaser SEC filings (the "Purchaser  Financial  Statements") were complete and 
correct in all material  respects as of their respective  dates,  complied as to 
form in all material respects with applicable  accounting  requirements and with 
the published  rules and regulations of the SEC with respect thereto as of their 
respective  dates,  and have been  prepared in  accordance  with U.S.  generally 
accepted accounting principles ("GAAP") applied on a basis consistent throughout 
the periods indicated and consistent with each other (except as may be indicated 
in the  notes  thereto  or,  in the case of  unaudited  statements  included  in 
Quarterly  Reports  on Form 10-Q,  as  permitted  by Form 10-Q of the SEC).  The 
Purchaser  Financial  Statements  fairly  present  the  consolidated   financial 
condition and operating results of Purchaser at the dates and during the periods 
indicated  therein  (subject,  in the case of unaudited  statements,  to normal, 
recurring year-end adjustments). 
 
ss. 4.5 Complete Copies of Materials.  Purchaser has delivered or made available 
true and complete copies of each document that has been requested by Seller,  or 
its counsel in connection with the legal and accounting review of Purchaser, its 
Subsidiaries  and the Company  including but not limited to all purchase  orders 
and  material  information  that may  impact the  future  value of the  business 
(whether positively or negatively). 
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ss. 4.6 Brokers' and Finders'  Fees.  Purchaser  has not  incurred,  nor will it 
incur,  directly or indirectly,  any liability for brokerage or finders' fees or 
agents'  commissions  or  investment  bankers'  fees or any  similar  charges in 
connection with this Agreement or any transaction contemplated hereby. 
 
ss. 4.7 Purchaser  Shares.  The Purchaser  Shares to be issued  pursuant to this 
Agreement are duly authorized, validly issued, fully paid and nonassessable, and 
the issuance thereof will not have been subject to any preemptive rights or made 
in violation of the Delaware  General  Corporation  Law. As of the Closing,  the 
Purchaser  Shares will be free of any and all Liens except such  encumbrances as 
may exist under federal and state securities laws. 
 
ss.  4.8  Capital  Structure.  (a) The  authorized  capital  stock of  Purchaser 
consists of  100,000,000  shares of common  stock and 1000  shares of  preferred 
stock.  On and as of the date hereof,  the following  shares of capital stock of 
Purchaser are issued and outstanding:  28,069,282  shares of common stock,  $.01 
par value per share,  after giving effect to the issuance  contemplated  by this 
agreement.  There are no other  outstanding  shares of  capital  stock or voting 
securities  of  Purchaser  and no  outstanding  commitments  to issue  any share 
capital  or voting  securities  of  Purchaser  or any of its  Subsidiaries.  All 
outstanding  shares of capital stock of Purchaser are duly  authorized,  validly 
issued,  fully paid and  non-assessable and are not subject to preemptive rights 
or rights of first  refusal  created by  statute,  or charter or  organizational 
documents of Purchaser or any agreement or  instrument  to which  Purchaser is a 
party or by which it is bound.  Except as set forth on Schedule 4.8 there are no 
options,  warrants, calls, rights, commitments or agreements of any character to 
which  Purchaser  is a party or by which it is  bound  obligating  Purchaser  to 
issue, deliver,  sell,  repurchase or redeem, or cause to be issued,  delivered, 
sold,  repurchased  or  redeemed,  any share  capital  or voting  securities  of 
Purchaser or obligating Purchaser to grant,  extend,  accelerate the vesting of, 
change the price of, or otherwise amend or enter into any such option,  warrant, 
call, right, commitment or agreement.  Except as set forth on Schedule 4.8 there 
are no contracts,  commitments,  voting trusts or agreements relating to voting, 
purchase or sale of Purchaser's  share capital or voting  securities (i) between 
or among  Purchaser  and any of its  securityholders,  and  (ii) to  Purchaser's 
knowledge, between or among any of Purchaser's securityholders.  All outstanding 
share  capital and other voting  securities  of Seller were issued in compliance 
with all applicable laws. 
 
ss. 4.9  Liabilities.  Neither the  Purchaser  nor any of its  Subsidiaries  has 
outstanding any claims, liabilities or indebtedness, contingent or otherwise, of 
any kind whatsoever  (whether accrued,  absolute,  contingent or otherwise,  and 
whether or not required to be reflected in the Purchaser's  financial statements 
in  accordance  with  GAAP),  except  (i) as set  forth in the  Purchaser's  SEC 
filings,  (ii) for  liabilities  incurred  since  the  date of the  most  recent 
financial  statements  included in the  Purchaser's  SEC filings in the ordinary 
course of business  consistent with past practice,  and (iii) such other claims, 
liabilities or indebtedness  that do not have, and would not have,  individually 
or in the aggregate, a Material Adverse Effect on the Purchaser. 
 
ss. 4.10 Absence of Certain  Changes.  Except as set forth in any  Purchaser SEC 
filing , since the date of the  Purchaser  Balance  Sheet dated October 1, 2000, 
Purchaser has conducted its business in the ordinary course consistent with past 
practice other than as set forth in Schedule 4.10 and 
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there has not occurred any change, event or condition (whether or not covered by 
insurance) that has resulted in, or could reasonably be expected to result in, a 
Material  Adverse Effect or have a Material  Positive  Effect on Purchaser,  its 
Subsidiaries or the Company since October 1, 2000. 
 
ss.  4.11  Title to  Properties;  Encumbrances.  The  Purchaser  and each of its 
Subsidiaries  has good, valid and marketable title to, or, in the case of leased 
properties  and assets,  valid  leasehold  interests in, (i) all of its material 
tangible  properties  and  assets  (real  and  personal),   including,   without 
limitation,  all the properties and assets reflected in the consolidated balance 
sheet as at October 1, 2000, contained in the Purchaser's SEC filings, except as 
indicated in the notes thereto and except for properties and assets reflected in 
the  consolidated  balance  sheet  as at  October  1,  2000,  contained  in  the 
Purchaser's  SEC filings,  that have been sold or  otherwise  disposed of in the 
ordinary  course of business  after such date,  and except  where the failure to 
have such good, valid and marketable title or valid leasehold interest would not 
have,  individually  or in the  aggregate,  a  Material  Adverse  Effect  on the 
Purchaser,  and (ii) all the  tangible  properties  and assets  purchased by the 
Purchaser and any of its  Subsidiaries  since  October 1, 2000,  except for such 
properties  and  assets  that  have been sold or  otherwise  disposed  of in the 
ordinary  course of  business  and except  where the  failure to have such good, 
valid and marketable title or valid leasehold  interest does not have, and would 
not have,  individually  or in the aggregate,  a Material  Adverse Effect on the 
Purchaser; in each case subject to no encumbrances,  except for (x) encumbrances 
reflected or reserved  against in the completed  Purchaser's SEC filings and (y) 
such encumbrances  that do not have, and would not have,  individually or in the 
aggregate, a Material Adverse Effect on the Purchaser. 
 
ss. 4.12  Compliance  with Laws.  (a) Except where the failure to so comply does 
not have,  and would not have,  individually  or in the  aggregate,  a  Material 
Adverse  Effect on the  Purchaser,  the  Purchaser and its  Subsidiaries  are in 
compliance with all applicable federal, state, local and foreign statutes, laws, 
regulations, orders, judgments and decrees applicable to their business and have 
not received notification of any asserted present or past failure to so comply. 
 
     (b) The Purchaser and its Subsidiaries hold all federal,  state,  local and 
foreign permits, consents, approvals,  licenses,  authorizations,  certificates, 
rights,  exemptions and orders from Governmental or Regulatory  Authorities (the 
"Permits") that are necessary for the operation of the business of the Purchaser 
and/or its Subsidiaries as now conducted, and there has not occurred any default 
under  any such  Permit,  except to the  extent  that any such  failure  to hold 
Permits and any such default does not have, and would not have,  individually or 
in the aggregate, a Material Adverse Effect on the Purchaser. 
 
ss. 4.13 Litigation.  There is no action, suit,  proceeding at law or in equity, 
or any arbitration or any administrative or other proceeding by or before (or to 
the  knowledge  of the  Purchaser  any  investigation  by) any  Governmental  or 
Regulatory   Authority,   pending,  or,  to  the  knowledge  of  the  Purchaser, 
threatened,  against or affecting the Purchaser or any of its  Subsidiaries,  or 
any  of  their  respective  properties  or  rights  that  has,  or  would  have, 
individually  or in the aggregate,  a Material  Adverse Effect on the Purchaser. 
There are no such suits, actions, claims,  proceedings or investigations pending 
or, to the  knowledge  of the  Purchaser,  threatened,  seeking  to  prevent  or 
challenging  the  transactions  contemplated  by  this  Agreement.  Neither  the 
Purchaser  nor any of 
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its  Subsidiaries  is subject to any  judgment,  order or decree  entered in any 
lawsuit or proceeding that has, or would have, individually or in the aggregate, 
a Material Adverse Effect on the Purchaser. 
 
ss. 4.14 Purchaser Employee Benefit Plans. Each Purchaser Employee Benefit Plan, 
which shall be defined as any stock option, stock appreciation right, restricted 
stock,  stock  purchase,  stock  unit,  performance  share,  incentive,   bonus, 
profit-sharing,  savings,  deferred compensation,  health, medical, dental, life 
insurance,   disability,  accident,  supplemental  unemployment  or  retirement, 
employment, severance or salary or benefits continuation,  change in control, or 
fringe benefit plan, program, arrangement or agreement maintained by the Company 
or any Affiliate thereof,  is in compliance with all applicable laws (including, 
without  limitation,  ERISA and the Code) and has been administered and operated 
in  accordance  with its terms,  in each case except as would not be  reasonably 
expected, individually or in the aggregate, to have a Material Adverse Effect on 
the Purchaser. 
 
ss. 4.15  Employment  Relations  and  Agreements.  The Purchaser and each of its 
Subsidiaries is in substantial  compliance with all federal,  foreign,  state or 
other applicable laws respecting employment and employment practices,  terms and 
conditions of employment and wages and hours,  and has not and is not engaged in 
any unfair labor  practice as determined by the National Labor  Relations  Board 
("NLRB")  during the last two years. No material unfair labor practice charge or 
complaint against the Purchaser or any of its Subsidiaries is pending before the 
NLRB or an equivalent  tribunal under applicable  foreign law. There is no labor 
strike,  slowdown,  stoppage or material dispute pending or, to the knowledge of 
the  Purchaser,  threatened  against or  involving  the  Purchaser or any of its 
Subsidiaries.  No representation question exists respecting the employees of the 
Purchaser or any of its  Subsidiaries.  No  collective  bargaining  agreement is 
currently  being  negotiated  by the  Purchaser or any of its  Subsidiaries  and 
neither the  Purchaser nor any of its  Subsidiaries  is or has been a party to a 
collective  bargaining   agreement.   Neither  the  Purchaser  nor  any  of  its 
Subsidiaries is  experiencing  or has experienced any material labor  difficulty 
during the last two years. No grievance or arbitration proceeding arising out of 
or under a collective  bargaining  agreement is pending and no claim  thereunder 
exists or, to the knowledge of the Purchaser,  is threatened with respect to the 
Purchaser's or its  Subsidiaries'  operations.  Neither the Purchaser nor any of 
its  Subsidiaries  has any Equal Employment  Opportunity  Commission  charges or 
other claims of  employment  discrimination  pending or, to the knowledge of the 
Purchaser, currently threatened against the Purchaser or any such Subsidiary. No 
wage and hour department  investigation has been made of the Purchaser or any of 
its  Subsidiaries.  Neither the  Purchaser nor any of its  Subsidiaries  had any 
occupational  health  and  safety  claims  against  the  Purchaser  or any  such 
Subsidiary during the last two years. The Purchaser and each of its Subsidiaries 
is in compliance in all material  respects with the terms and  provisions of the 
Immigration  Reform  and  Control  Act of  1986,  as  amended,  and all  related 
regulations  promulgated  thereunder (the "Immigration Laws"). There has been no 
"mass  layoff" or "plant  closing"  by the  Purchaser  as defined in the Federal 
Workers  Adjustment  Retraining  and  Notification  Act  ("WARN")  or state  law 
equivalent,  or any other mass layoff or plant closing that would trigger notice 
pursuant to WARN or state law  equivalent,  within ninety (90) days prior to the 
Closing Date. The Purchaser and its Subsidiaries  have never been the subject of 
any inspection or investigation  relating to its compliance with or violation of 
the Immigration Laws, 
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nor have they been warned,  fined or  otherwise  penalized by reason of any such 
failure to comply with the Immigration Laws, nor is any such proceeding  pending 
or to the knowledge of the Purchaser, threatened. 
 
ss. 4.16 Taxes.  (a) Tax Returns.  The Purchaser,  the Company,  and each of the 
Purchaser's  Subsidiaries has timely filed or caused to be timely filed or shall 
file or cause to be timely filed with the  appropriate  taxing  authorities  all 
material  returns,  statements,  forms and  reports  for  Taxes (as  hereinafter 
defined) (the  "Returns")  that are required to be filed by, or with respect to, 
the  Purchaser and its  Subsidiaries  and the Company on or prior to the Closing 
Date. The Returns reflect  accurately and shall reflect accurately all liability 
for material Taxes of the Purchaser and each of its Subsidiaries for the periods 
covered  thereby and all other  information  presented  on such Returns is true, 
correct and complete in all  material  respects.  "Taxes"  shall mean all taxes, 
assessments,  charges,  duties,  fees,  levies  or  other  governmental  charges 
including,   without  limitation,  all  United  States  federal,  state,  local, 
non-United States and other income, franchise, gross receipts,  profits, capital 
gains,  capital stock,  transfer,  sales,  use,  occupation,  property,  excise, 
severance,  windfall profits,  stamp,  license,  payroll,  withholding and other 
taxes, assessments,  charges, duties, fees, levies or other governmental charges 
of any kind whatsoever  (whether  payable directly or by withholding and whether 
or not  requiring  the  filing of a Return),  all  estimated  taxes,  deficiency 
assessments,  additions to tax,  penalties and  interest,  and shall include any 
liability  for such amounts  which may be incurred as a result either of being a 
member  of a  combined,  consolidated,  unitary  or  affiliated  group,  or of a 
contractual obligation to indemnify any Person or other entity. 
 
     (b)  Payment  of  Taxes.  All  material  Taxes and tax  liabilities  of the 
Purchaser and its  Subsidiaries  for all taxable years or periods that end on or 
prior to the  Closing  Date and,  with  respect  to any  taxable  year or period 
beginning on or prior to and ending after the Closing Date,  the portion of such 
taxable  year or period  ending on and  including  the Closing  Date,  have been 
timely paid or shall be timely  paid in full on or prior to the Closing  Date or 
accrued  and  adequately  disclosed  and  fully  provided  for on the  financial 
statements of the Purchaser and its Subsidiaries in accordance with GAAP. 
 
ss. 4.17  Intellectual  Property.  (a) All  material  Intellectual  Property (as 
hereinafter  defined) used or owned by the Purchaser or any of its  Subsidiaries 
(except for unregistered  copyrights,  know how and trade secrets) has been duly 
registered  in,  filed in or issued by the United  States  Patent and  Trademark 
Office,  the United States  Copyright  Office, a duly accredited and appropriate 
domain name registrar,  in the appropriate  offices in the various states of the 
United States or the appropriate offices of other  jurisdictions,  and each such 
registration,  filing  and  issuance  remains in full force and effect as of the 
Closing Date. 
 
     (b) To the extent any  Intellectual  Property is used under  license in the 
business  of the  Purchaser  and/or  any of its  Subsidiaries,  no  notice  of a 
material  default  has been  sent or  received  by the  Purchaser  or any of its 
Subsidiaries  under any such license that remains  uncured,  and the  execution, 
delivery or  performance  of the  Purchaser's  obligations  hereunder  shall not 
result in such a default.  Each such  license  agreement  is a legal,  valid and 
binding 
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obligation  of the  Purchaser  and/or  its  Subsidiaries  and each of the  other 
parties thereto and is enforceable in accordance with the terms thereof. 
 
     (c) The  Purchaser  and/or  its  Subsidiaries  owns the  entire  right  and 
interest  in and to, or is  licensed to use,  all of the  material  Intellectual 
Property used in its respective business,  free and clear of any encumbrances or 
other adverse  claims,  without  obligation to pay any royalty or any other fees 
with respect thereto.  Neither the Purchaser's nor any of its  Subsidiaries' use 
of Intellectual Property infringes any rights of any third party. 
 
     (d) Neither the  Purchaser  nor any of its  Subsidiaries  has  received any 
written notice or claim from any Person  challenging  the right of the Purchaser 
or any of its  Subsidiaries to use any  Intellectual  Property,  which notice or 
claim is still pending. 
 
     (e) Neither the Purchaser nor any of its Subsidiaries has made any claim in 
writing of a violation,  infringement,  misuse or misappropriation by any Person 
of its rights to, or in connection  with,  any  Intellectual  Property  owned by 
Purchaser or any Subsidiary of Purchaser which claim is still pending. 
 
     (f) To the  knowledge of the  Purchaser,  there is no pending or threatened 
proceedings,  litigation or other  adverse  claims by any Person of a violation, 
infringement,  misuse  or  misappropriation  by  the  Purchaser  or  any  of its 
Subsidiaries  of  any  Intellectual  Property  owned  by any  Person,  or of the 
invalidity  of any patent or  registration  of a copyright,  trademark,  service 
mark, domain name, or trade name owned by Purchaser or any of its Subsidiary. To 
the  knowledge  of  the  Purchaser,   neither  the  Purchaser  nor  any  of  its 
Subsidiaries knows of any valid basis for any such claim. 
 
     (g)  There  are  no   interferences,   oppositions,   or  other   contested 
proceedings,  either pending or, to the knowledge of the Purchaser,  threatened, 
in the United States  Copyright  Office,  the United States Patent and Trademark 
Office,  or any  Governmental  or Regulatory  Authority  relating to any pending 
application with respect to any Intellectual  Property owned by Purchaser or any 
of its Subsidiaries. 
 
     (h) For the purposes of this Agreement,  "Intellectual Property" shall mean 
all domestic and foreign  patents,  patent  applications,  trademark and service 
mark  registrations and applications  therefor,  copyrights and applications for 
registration  therefor,  Internet domain names,  universal resource locators and 
corresponding  Internet sites (including content contained therein),  unpatented 
inventions, know-how, know-how licenses, formulae and recipes, methods, designs, 
processes,  procedures and  improvements  and refinements  thereof,  technology, 
source codes,  object codes,  computer  software  programs,  software  licenses, 
databases,  data  collections  technology,  trade secrets,  trademarks,  service 
marks,  corporate and business names, trade names, trade dress, brand names, and 
other  indicia of origin,  moral and  economic  rights of authors and  inventors 
(however  denominated),  customer lists,  and other  confidential or proprietary 
information or material. 
 
ss. 4.18  Environmental  Laws and  Regulations.  (a) Except as does not have, or 
would not have,  individually or in the aggregate,  a Material Adverse Effect on 
the  Purchaser,  (i) Hazardous 
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Materials  have  not at any  time  been  generated,  used,  treated  or  stored, 
transported  to or from, or Released or disposed of, on any  Purchaser  Property 
except in compliance with applicable  Environmental Laws, (ii) the Purchaser and 
each of its Subsidiaries are in compliance with all  Environmental  Laws and the 
requirements of any Permits issued under such Environmental Laws with respect to 
any Purchaser Property, (iii) there are no past, pending or, to the knowledge of 
the Purchaser,  any threatened Environmental Claims against the Purchaser or any 
of its  Subsidiaries  or any  Purchaser  Property,  (iv)  there  are no facts or 
circumstances,  conditions or occurrences  regarding any Purchaser Property that 
could reasonably be anticipated (x) to form the basis of an Environmental  Claim 
against the Purchaser or any of its  Subsidiaries or any Purchaser  Property for 
which the Purchaser or any of its  Subsidiaries  could reasonably be expected to 
be  liable,  or (y) to  cause  such  Purchaser  Property  to be  subject  to any 
restrictions  on its  ownership,  occupancy,  use or  transferability  under any 
Environmental  Law,  and (v) there  are not now any  underground  storage  tanks 
located on any Purchaser Property. 
 
(b) For purposes of this Agreement, the following terms shall have the following 
meanings:  (i) "Purchaser  Property" means any real property and improvements at 
any time owned,  leased or operated by the Purchaser or any of its Subsidiaries; 
(ii)  "Hazardous  Materials"  means (x) any  petroleum  or  petroleum  products, 
radioactive  materials,  asbestos  in any form  that has  become  friable,  urea 
formaldehyde   foam   insulation,   dielectric   fluid   containing   levels  of 
polychlorinated  biphenyls,  and radon  gas,  (y) any  chemicals,  materials  or 
substances  defined as or included in the definition of "hazardous  substances," 
"hazardous  wastes,"  "hazardous   materials,"   "extremely  hazardous  wastes," 
"extremely  hazardous   substances,"   "restricted   hazardous  wastes,"  "toxic 
substances,"  "toxic  pollutants,"  or  words  of  similar  import,   under  any 
applicable Environmental Law, and (z) any other chemical, material or substance, 
exposure to which is  prohibited,  limited or regulated by any  Governmental  or 
Regulatory  Authority;  (iii)  "Environmental  Law"  means any  federal,  state, 
foreign or local statute, law, rule, regulation,  ordinance,  guideline, policy, 
code or rule of common  law in effect and in each case,  as  amended,  as of the 
date hereof, and any judicial  interpretation thereof or order applicable to the 
Purchaser or its  operations  or property as of the date hereof,  including  any 
judicial or administrative  order,  consent decree or judgment,  relating to the 
environment, health, safety or Hazardous Materials, including without limitation 
the Comprehensive  Environmental  Response,  Compensation,  and Liability Act of 
1980,  as amended,  42 U.S.C.ss.  9601 et seq.;  the Resource  Conservation  and 
Recovery Act, as amended, 42 U.S.C.ss. 6901 et seq.; the Federal Water Pollution 
Control Act, as amended, 33 U.S.C.ss. 1251 et seq.; the Toxic Substances Control 
Act, 15 U.S.C.ss.  2601 et seq.;  the Clean Air Act, 42  U.S.C.ss.7401  et seq.; 
Occupational  Safety and Health Act, 29 U.S.C. 651 et seq.; Oil Pollution Act of 
1990, 33 U.S.C.ss.  2701 et seq.;  and the Safe Drinking Water Act, 42 U.S.C.ss. 
300f et seq.,  and their  state and local  counterparts  and  equivalents;  (iv) 
"Environmental Claims" means any and all administrative,  regulatory or judicial 
actions, suits, demands, demand letters, claims, liens, notices of noncompliance 
or violation,  investigations  or proceedings under any Environmental Law or any 
Permit issued under any such  Environmental  Law (for purposes of this subclause 
(v),  "Claims"),  including  without  limitation  (x)  any  and  all  Claims  by 
Governmental  or  Regulatory  Authorities  for  enforcement,  cleanup,  removal, 
response,  remedial  or other  actions or  damages  pursuant  to any  applicable 
Environmental  Law,  and (y)  any and all  Claims  by any  third  party  seeking 
damages,   contribution,   indemnification,   cost  recovery,   compensation  or 
injunctive relief resulting from 
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Hazardous  Materials  or  arising  from  alleged  injury  or threat of injury to 
health,  safety or the  environment;  and (vi)  "Release"  or  "Released"  means 
disposing,   discharging,   injecting,  spilling,  leaking,  leaching,  dumping, 
emitting,  escaping,  emptying or seeping into or upon any land or water or air, 
or otherwise entering into the environment. 
 
ss. 4.19 Cumulative Breach.  The breaches,  if any, of the  representations  and 
warranties  made by the  Purchaser  in this  Agreement  that would  occur if all 
references  in  such   representations  and  warranties  to  phrases  concerning 
materiality, including references to the qualification "Material Adverse Effect" 
were deleted, in the aggregate do not have, and would not have,  individually or 
in the aggregate, a Material Adverse Effect on the Purchaser. 
 
ss. 4.20  Representations and Warranties  Complete.  Purchaser has not relied on 
any other  representations or warranties,  whether express or implied, of Seller 
with respect to the  transactions  contemplated  hereby  except as expressly set 
forth herein. 
 
                                    ARTICLE V 
 
                        COVENANTS OF PURCHASER AND SELLER 
 
ss. 5.1  Confidentiality.  Each party agrees that it shall not disclose publicly 
or to any third party the  existence or content of this  Agreement nor the terms 
of this  Agreement or any  agreement  contemplated  herein nor any  negotiations 
between the parties  relating  thereto  without the prior written consent of the 
other party;  it being  understood that each party may disclose the foregoing to 
its financial, legal and tax advisors, except that each Party may file a copy of 
this  Agreement as part of a filing on Form 8-K with the SEC after the execution 
of this Agreement. 
 
ss. 5.2 Public Announcements.  Neither Seller nor Purchaser shall, nor shall any 
of their respective  Affiliates,  without the approval of the other party, issue 
any press releases or otherwise make any public  statements  with respect to the 
transactions  contemplated  by this  Agreement,  except  as may be  required  by 
applicable law or regulation or by obligations pursuant to any listing agreement 
with  any  national   securities  exchange  so  long  as  such  party  has  used 
commercially  reasonable efforts to obtain the approval of the other party prior 
to issuing such press release or making such public disclosure. 
 
ss. 5.3 Opinion of Purchaser's  Counsel.  Purchaser  shall provide Seller with a 
favorable  opinion,  dated the Closing  Date,  of Oliver J. Janney,  the General 
Counsel of Purchaser,  in form and substance  reasonably  satisfactory to Seller 
and its counsel, to the effect set forth in Exhibit B. 
 
                                   ARTICLE VI 
 
                  SURVIVAL OF REPRESENTATIONS; INDEMNIFICATION 
 
ss. 6.1 Survival of  Representations.  (a) The  respective  representations  and 
warranties  of  Seller  and  Purchaser  contained  in this  Agreement  or in any 
Schedule,  Exhibit or certificate delivered pursuant to this Agreement shall for 
two  years  from the date of the  Closing  other  than the  representations  and 
warranties referred to in ss.6.1(b). 
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     (b) The representations and warranties  contained in ss.4.1  (Organization, 
Standing and Power), ss.4.2 (Authority and Enforceability), ss.4.4 (SEC Filings; 
Financial Statements),  ss.4.6 (Brokers' and Finders' Fees), and ss.4.8 (Capital 
Structure) shall survive indefinitely. 
 
ss. 6.2  Indemnification.  (a) Purchaser agrees to indemnify and hold Seller and 
its  Affiliates  and  their  respective   stockholders,   officers,   directors, 
employees, agents, successors and assigns (each a "Seller Indemnitee"), harmless 
on  an  after  tax  basis  from  and  against  damages,   losses,   liabilities, 
obligations,  claims of any  kind,  interest  or  expenses  (including,  without 
limitation,  reasonable attorneys' fees and expenses) (collectively,  "Losses"), 
suffered,  incurred or paid, directly or indirectly,  through application of the 
Company's or Purchaser's assets or otherwise, as a result of, in connection with 
or arising out of (i) the  failure of any  representation  or  warranty  made by 
Purchaser in this  Agreement  (whether or not contained in Article IV) or in any 
Schedule, Exhibit or certificate delivered pursuant to this Agreement to be true 
and  correct  in all  respects  as of the date of this  Agreement,  and (ii) any 
breach by Purchaser of any of its covenants or agreements contained herein. 
 
     (b) Seller agrees to indemnify and hold  Purchaser and its  Affiliates  and 
their  respective  stockholders,   officers,   directors,   employees,   agents, 
successors and assigns (each a "Purchaser Indemnitee"), harmless on an after tax 
basis  from  and  against  Losses,  suffered,  incurred  or  paid,  directly  or 
indirectly,  through  application  of the  Company's  or  Purchaser's  assets or 
otherwise,  as a result of, in connection with or arising out of (i) the failure 
of any  representation or warranty made by Seller in this Agreement  (whether or 
not  contained  in  Article  III) or in any  Schedule,  Exhibit  or  certificate 
delivered  pursuant to this  Agreement to be true and correct in all respects as 
of the date of this  Agreement,  and (ii) any  breach  by  Seller  of any of its 
covenants or agreements contained herein. 
 
     (c) The  obligations  to indemnify  and hold  harmless  pursuant to Section 
6.2(a) and (b) shall survive the consummation of the  transactions  contemplated 
by this  Agreement  for the time  periods set forth in Section  6.1,  except for 
claims for  indemnification  asserted  prior to the end of such  periods,  which 
claims shall survive until final resolution thereof. 
 
ss. 6.3 Third  Party  Claims.  If a claim by a third  party is made  against any 
Person  entitled  to   indemnification   pursuant  to  Section  6.2  hereof  (an 
"Indemnified  Party"),  and if such party intends to seek indemnity with respect 
thereto under this Article VIII,  such  Indemnified  Party shall promptly notify 
the party  obligated  to indemnify  such  Indemnified  Party (the  "Indemnifying 
Party")  of such  claims;  provided,  that the  failure  to so notify  shall not 
relieve  the  Indemnifying  Party of its  obligations  hereunder,  except to the 
extent  that  the  Indemnifying  Party is  actually  and  materially  prejudiced 
thereby.  The  Indemnifying  Party shall have thirty (30) days after  receipt of 
such  notice to assume the  conduct  and  control,  through  counsel  reasonably 
acceptable to the Indemnified Party at the expense of the Indemnifying Party, of 
the settlement or defense thereof;  provided,  that (i) the  Indemnifying  Party 
shall permit the Indemnified  Party to participate in such settlement or defense 
through  counsel chosen by such  Indemnified  Party,  provided that the fees and 
expenses of such counsel shall be borne by such  Indemnified  Party and (ii) the 
Indemnifying  Party  shall  promptly  be  entitled to assume the defense of such 
action only to the extent the  Indemnifying  Party  acknowledges  its  indemnity 
obligation  and  assumes  and holds 
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such  Indemnified  Party  harmless  from and against the full amount of any Loss 
resulting therefrom; provided, further, that the Indemnifying Party shall not be 
entitled to assume  control of such  defense and shall pay the fees and expenses 
of  counsel   retained   by  the   Indemnified   Party  if  (i)  the  claim  for 
indemnification relates to or arises in connection with any criminal proceeding, 
action,  indictment,  allegation  or  investigation;  (ii)  the  claim  seeks an 
injunction  or  equitable  relief  against  the  Indemnified  Party;  (iii)  the 
Indemnified  Party has been  advised in writing  by  counsel  that a  reasonable 
likelihood  exists of a conflict of interest between the Indemnifying  Party and 
the  Indemnified  Party;  or (iv) upon petition by the  Indemnified  Party,  the 
appropriate  court  rules that the  Indemnifying  Party  failed or is failing to 
vigorously  prosecute or defend such claim. Any Indemnified Party shall have the 
right to employ separate  counsel in any such action or claim and to participate 
in the defense  thereof,  but the fees and expenses of such counsel shall not be 
at the expense of the Indemnifying Party unless (x) the Indemnifying Party shall 
have  failed,  within a  reasonable  time  after  having  been  notified  by the 
Indemnified  Party of the  existence of such claim as provided in the  preceding 
sentence,  to assume  the  defense of such  claim,  (y) the  employment  of such 
counsel has been specifically  authorized in writing by the Indemnifying  Party, 
which authorization shall not be unreasonably withheld, or (z) the named parties 
to  any  such  action  (including  any  impleaded  parties)  include  both  such 
Indemnified  Party and the Indemnifying  Party and such Indemnified  Party shall 
have been advised in writing by such counsel that there may be one or more legal 
defenses  available  to the  Indemnified  Party which are not  available  to the 
Indemnifying  Party,  or available to the  Indemnifying  Party the  assertion of 
which would be adverse to the interests of the Indemnified Party. So long as the 
Indemnifying  Party is reasonably  contesting any such claim in good faith,  the 
Indemnified  Party shall not pay or settle any such claim.  Notwithstanding  the 
foregoing,  the Indemnified Party shall have the right to pay or settle any such 
claim,  provided  that in such  event  it shall  waive  any  right to  indemnity 
therefor by the Indemnifying  Party for such claim unless the Indemnifying Party 
shall have consented to such payment or settlement.  If the  Indemnifying  Party 
does not notify the Indemnified  Party within thirty (30) days after the receipt 
of the  Indemnified  Party's  notice of a claim of indemnity  hereunder  that it 
elects to undertake the defense  thereof,  the Indemnified  Party shall have the 
right to contest, settle or compromise the claim but shall not thereby waive any 
right to indemnity  therefor pursuant to this Agreement.  The Indemnifying Party 
shall not,  except with the  consent of the  Indemnified  Party,  enter into any 
settlement that is not entirely indemnifiable by the Indemnifying Party pursuant 
to this  Article VII and does not include as an  unconditional  term thereof the 
giving by the Person or Persons asserting such claim to all Indemnified  Parties 
of an  unconditional  release from all  liability  with respect to such claim or 
consent to entry of any judgment.  The  Indemnifying  Party and the  Indemnified 
Party shall  cooperate with each other in all reasonable  respects in connection 
with the defense of any claim,  including making  available  records relating to 
such claim and furnishing,  without expense to the Indemnifying Party and/or its 
counsel,  such employees of the Indemnified Party as may be reasonably necessary 
for the  preparation  of the  defense  of any  such  claim or for  testimony  as 
witnesses in any proceeding relating to such claim. 
 
                                   ARTICLE VII 
 
                         MUTUAL RELEASE AND TERMINATION 
 
ss. 7.1 Mutual  Release.  As of the Closing Date, the Parties hereby release and 
discharge  each  other and each  other's  respective  successors,  predecessors, 
assignees,  affiliates,  officers, directors,  partners,  employees,  attorneys, 
representatives,  agents, and entities they control  (collectively,  "Respective 
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Entities") from any and all suits, debts, sums of money, accounts,  specialties, 
covenants,  agreements,  damages, judgments, charges, obligations,  liabilities, 
causes of action,  demands and claims whatsoever in law or equity, which each of 
Seller, Purchaser, UCSI, the Company and their Respective Entities ever had, now 
have or hereafter  can,  shall or may have against the other,  for,  upon, or by 
reason of any matter, cause or thing arising out of, accruing or relating to (i) 
the Joint Venture Agreement;  (ii) the License  Agreement;  (iii) the Sublicense 
Agreements; and (iv) the Supply Agreement. 
 
ss. 7.2 Termination.  (a) As of the Closing Date, each of the License Agreement, 
the  Sublicense  Agreements  and the Supply  Agreement are hereby  terminated in 
their  entirety  and each  shall be of no further  force or effect  and  neither 
Purchaser  nor  Seller  or  any of  their  Affiliates  shall  have  any  further 
liability, obligation, responsibility or rights thereunder. Without limiting the 
foregoing,  Purchaser  and  Seller  agree and  acknowledge  that (i) each of the 
licenses  described in the License  Agreement or the  Sublicense  Agreements are 
hereby terminated,  and (ii) notwithstanding  anything to the contrary set forth 
in any of the License Agreement or the Sublicense Agreements,  neither Purchaser 
nor Seller shall have thereunder any further right, title or interest (including 
without  limitation,  any license right or right to obtain such a license right) 
in or to any Proprietary Rights, Technology or Improvements. 
 
     (b) Each of  Seller  and  Purchaser  further  acknowledge  that any and all 
rights each may have in respect of any  Technology,  Improvements or Proprietary 
Rights from and after the date of this Agreement  shall be governed  exclusively 
and  entirely by a license  agreement  in the form of Exhibit C hereto (the "New 
License Agreement") to be executed simultaneously herewith. 
 
     (c) For  further  clarity,  it is  expressly  acknowledged  that  after the 
Closing Date, the Parties and their respective  Subsidiaries  shall no longer be 
bound by any formerly  executed  non-competition  agreements or  non-competition 
clauses  wherever found between the Parties and their  respective  subsidiaries, 
restricting the competition of the Parties and their respective Subsidiaries. 
 
                                  ARTICLE VIII 
 
                                  MISCELLANEOUS 
 
ss.  8.1  Expenses.  The  parties  hereto  shall pay all of their  own  expenses 
relating to the transactions contemplated by this Agreement,  including the fees 
and expenses of their respective counsel and financial advisers. 
 
ss. 8.2 Governing Law. The  interpretation  and  construction of this Agreement, 
and all matters relating  hereto,  shall be governed by the laws of the State of 
New York  applicable  to agreements  executed and to be performed  solely within 
such State. 
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ss. 8.3  Jurisdiction;  Agents for Service of Process.  Any judicial  proceeding 
brought  against any of the parties to this Agreement on any dispute arising out 
of this  Agreement or any matter  related hereto may be brought in the courts of 
the State of New York, or in the United States  District  Court for the Southern 
District of New York, and, by execution and delivery of this Agreement,  each of 
the parties to this Agreement accepts the exclusive jurisdiction of such courts, 
and  irrevocably  agrees  to be  bound  by  any  judgment  rendered  thereby  in 
connection with this Agreement.  Purchaser shall appoint its General Counsel, as 
agent to receive on  Purchaser's  behalf service of process in any proceeding in 
any such court in the State of New York. The foregoing  consents to jurisdiction 
and  appointments  of agents to receive  service of process shall not constitute 
general  consents to service of process in the State of New York for any purpose 
except as provided  above and shall not be deemed to confer rights on any Person 
other than the respective  parties to this  Agreement.  The prevailing  party or 
parties in any such  litigation  shall be  entitled  to receive  from the losing 
party or parties all costs and  expenses,  including  reasonable  counsel  fees, 
incurred by the prevailing party or parties.  Each of Seller and Purchaser agree 
that service of any process, summons, notice or document by U.S. registered mail 
to such party's  address set forth above shall be  effective  service of process 
for any action,  suit or  proceeding in New York with respect to any matters for 
which it has submitted to jurisdiction pursuant to this Section 8.3. 
 
ss. 8.4 Table of Contents;  Captions.  The table of contents and the Article and 
Section  captions used herein are for reference  purposes only, and shall not in 
any way affect the meaning or interpretation of this Agreement. 
 
ss. 8.5 Notices.  Any notice or other communication  required or permitted under 
this  Agreement  shall be deemed to have been duly given (i) five  Business Days 
following deposit in the mails if sent by registered or certified mail,  postage 
prepaid, (ii) when sent, if sent by facsimile  transmission,  if receipt thereof 
is confirmed by telephone,  (iii) when delivered, if delivered personally to the 
intended  recipient  and  (iv)  two  Business  Days  following  deposit  with  a 
nationally  recognized  overnight  courier  service,  in each case  addressed as 
follows: 
 
                  if to Seller, to 
 
                           Emcore Corporation 
                           145 Belmont Drive 
                           Somerset, NJ 08873 
                           Telephone: 732-302-4077 
                           Facsimile: 732-302-9783 
                           Attn: Howard W. Brodie, Esq. 
 
                  with a copy to: 
 
                           White & Case LLP 
                           1155 Avenue of the Americas 
                           New York, NY 10036 
                           Telephone: (212) 819-8200 
                           Facsimile: (212) 354-8113 
                           Attn: Steven M. Betensky, Esq. 
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                  and if to Purchaser, to 
 
                           Uniroyal Technology Corporation 
                           2 North Tamiami Trail, Suite 900 
                           Sarasota, FL 34236 
                           Telephone:  (941) 361-2220 
                           Facsimile:  (941) 361-2214 
                           Attn:  George J. Zulanas, Jr. 
 
                  with a copy to: 
 
                           Oliver J. Janney, Esq., General Counsel 
                           2 North Tamiami Trail, Suite 900 
                           Sarasota, FL 34236 
                           Telephone: (941) 361-2212 
                           Facsimile: (941) 361-2214 
 
or such  other  address or number as shall be  furnished  in writing by any such 
party. 
 
ss. 8.6 Assignment;  Parties in Interest. This Agreement may not be transferred, 
assigned,  pledged or  hypothecated  by any party  hereto  without  the  express 
written consent of the other party hereto,  other than by operation of law. This 
Agreement  shall be binding  upon and shall  inure to the benefit of the parties 
hereto and their respective  heirs,  executors,  administrators,  successors and 
permitted assigns. 
 
ss.  8.7   Counterparts.   This  Agreement  may  be  executed  in  two  or  more 
counterparts, all of which taken together shall constitute one instrument. 
 
ss. 8.8 Entire Agreement. This Agreement, including the other documents referred 
to herein which form a part hereof,  contains  the entire  understanding  of the 
parties hereto with respect to the subject matter  contained herein and therein. 
This Agreement  supersedes all prior agreements and  understandings  between the 
parties with respect to such subject matter. 
 
ss. 8.9  Amendments.  This  Agreement may not be changed,  and any of the terms, 
covenants,  representations,  warranties and conditions cannot be waived, except 
pursuant to an instrument  in writing  signed by Purchaser and Seller or, in the 
case of a waiver, by the party waiving compliance. 
 
ss.  8.10  Severability.   If  any  term,  provision,   agreement,  covenant  or 
restriction  of this Agreement is held by a court of competent  jurisdiction  or 
other  authority  to be invalid,  void or  unenforceable,  the  remainder of the 
terms,  provisions,  agreements,  covenants and  restrictions  of this Agreement 
shall remain in full force and effect and shall in no way be affected,  impaired 
or  invalidated so long as the economic or legal  substance of the  transactions 
contemplated  hereby is not  affected  in any manner  materially  adverse to any 
party hereto.  Upon such a  determination,  the parties shall  negotiate in good 
faith to modify  this  Agreement  so as to  effect  the  original 
 
                                      -20- 
 



 
 
intent of the parties as closely as possible in a reasonably  acceptable  manner 
in  order  that the  transactions  contemplated  hereby  may be  consummated  as 
originally contemplated to the fullest extent possible. 
 
ss.  8.11  Third  Party  Beneficiaries.  Each  party  hereto  intends  that this 
Agreement  shall not  benefit  or  create  any right or cause of action in or on 
behalf of any Person other than the parties hereto. 
 
ss. 8.12 No Strict Construction. The parties hereto have participated jointly in 
the negotiation  and drafting of this  Agreement.  In the event any ambiguity or 
question of intent or interpretation  arises,  this Agreement shall be construed 
as if drafted  jointly by all parties  hereto,  and no  presumption or burden of 
proof shall arise favoring or disfavoring  any party by virtue of the authorship 
of any provision of this Agreement. 
 
ss. 8.13 Waiver of Jury Trial.  Each of Purchaser and Seller hereby  waives,  to 
the fullest extent permitted by applicable Law, any right it may have to a trial 
by jury in  respect  of any  litigation  as  between  the  parties  directly  or 
indirectly  arising out of, under or in  connection  with this  Agreement or the 
transactions  contemplated hereby or disputes relating hereto. Each of Purchaser 
and Seller (i) certifies that no representative,  agent or attorney of the other 
party has  represented,  expressly or otherwise that such other party would not, 
in the event of  litigation,  seek to  enforce  the  foregoing  waiver  and (ii) 
acknowledges  that it and the other  party have been  induced to enter into this 
Agreement by, among other things,  the mutual waivers and certifications in this 
Section 8.13. 
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     IN WITNESS  WHEREOF,  each of Purchaser and Seller has caused its corporate 
name to be hereunto  subscribed by its officer  thereunto duly authorized all as 
of the day and year first above written. 
 
 
 
                       EMCORE Corporation 
 
 
                       By:  /s/ Tom Werthan 
                          ------------------------------------------------- 
                           Name: Tom Werthan 
                           Title: CFO 
 
 
 
                       Uniroyal Technology Corporation 
 
 
                       By:  /s/ George J. Zulanas, Jr. 
                          ------------------------------------------------- 
                           Name: George J. Zulanas, Jr. 
                           Title:  Executive Vice President, Treasurer and 
                           Chief Financial Officer 
 
 
 
                       Uniroyal Optoelectronics, LLC 
 
 
                       By: /s/ George J. Zulanas, Jr. 
                          ------------------------------------------------- 
                           Name: George J. Zulanas, Jr. 
                           Title: Vice President and Treasurer 
 
 
 
                       Uniroyal Compound Semiconductors Inc. 
 
 
                       By:  /s/ George J. Zulanas, Jr. 
                          ------------------------------------------------- 
                           Name: George J. Zulanas, Jr. 
                           Title: Vice President and Treasurer 
 



 
 
 
 
 
 
 
 
 
 
STATE OF NEW JERSEY ) 
                    ) SS: 
COUNTY OF SOMERSET  ) 
 
 
ON THIS 2nd DAY OF August, 2001, before me personally appeared _____________ and 
_______________, both to me known who, being by me duly sworn, did depose and 
say that they are _____________, ______________, _______________ and 
______________ respectively of UNIROYAL TECHNOLOGY CORPORATION, UNIROYAL 
OPTOELECTRONICS, LLC, UNIROYAL COMPOUND SEMICONDUCTORS INC. and EMCORE 
CORPORATION, the corporations described herein and which execute the foregoing 
instrument and that they signed their names thereto pursuant to the authority 
granted by UNIROYAL TECHNOLOGY CORPORATION, UNIROYAL OPTOELECTRONICS, LLC, 
UNIROYAL COMPOUND SEMICONDUCTORS INC. and EMCORE CORPORATION, respectively. 
 
     GIVEN under my hand and seal of office the day and year aforesaid. 
 
 
 
                                         ------------------------- 
                                         Notary Public 
 
 
 
 
 
 


