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PART |
ITEM 1. BUSINESS
General

Photronics, Inc. (the "Company" or "Photronics"aikading manufacturer of photomasks, which agh precision photographic quartz ple
containing microscopic images of electronic cirsuRhotomasks are a key element in the manufasfsemiconductors and are used as
masters to transfer circuit patterns onto semicotwtwafers during the fabrication of integratextuits and, to a lesser extent, other types of
electrical components. The Company operates pafgifrom ten facilities, six of which are locatédthe United States, three in Europe and
one in Singapore.

In addition to manufacturing photomasks, the Comgpéiirough its wholly-owned subsidiary Beta Squatad. ("Beta Squared"), services
wafer plasma etching systems and conducts resaarttevelopment related to cleaning and etchinggzses. The Company also provides
mask-related technology consulting and data praugservices through its D2W division. See "Reldsades and Services."

During fiscal 1999, the Company continued to invests global manufacturing network and enhanseathnological and manufacturing
capabilities. In addition, the Company increassaesearch and development activities and contitmedest in advanced manufacturing
equipment to allow it to meet future technologigatl volume demands. The Company believes thaffitgsehave established it as a leading
independent photomask manufacturer on a globas laexl provide it with the facilities and expertiseontinue to expand its sales base.

The Company is a Connecticut corporation, organiaed®69. Its principal executive offices are laxhat 1061 East Indiantown Road,
Jupiter, Florida, telephone (561) 745-1222.

Fiscal 1999 Developments
In January 1999, the Company sold its large areskroperation that was located in Colorado Spritgdorado.

In March 1999, the Company acquired from Cirrusitptnc., a leading supplier of semiconductor praddusubstantially all of the assets of
its mask engineering group. As part of this acdgoisj the Company established a new business"\V." D2W offers mask-related
technology consulting and data processing sert@ése semiconductor industry to optimize the inéign of the various processes used to
produce semiconductors. D2W is based in Fremonifo@da and is staffed primarily by those emplogdermerly with Cirrus Logic, Inc.'s
mask engineering group.

In July 1999, the Company and International Busindachines, Inc. ("IBM") began a joint research dedlelopment venture related to "next
generation lithography" technologies. These "pgdieal” manufacturing technologies involve an expessource other than light (such as an
X-ray or electron beam source) for circuits haviriicad dimensions smaller than believed possiblgnwurrently utilized optical exposu



methods. The purpose of the venture is to furtlesebbp and create a commercialization path for m&skuse in wafer exposure systems
proposed for introduction when current opticallyséd wafer exposure systems become incapable ofigirgdsmaller circuit patterns. The
venture is being conducted at an advanced manuiiagtiacility at IBM's Burlington, Vermont location

Also in July 1999, the Company leased a buildingloenix, Arizona to relocate the photomask martufang operations currently being
conducted in Mesa, Arizona at facilities leasednfidotorola, Inc. ("Motorola™). This operation retad from the Company's December 1997
acquisition of Motorola's internal photomask mawtiiaing operations. The Company anticipates than#w Phoenix facility will be
complete in the second half of fiscal 2000.

On September 15, 1999, the Company, AL AcquisiGanp., a wholly owned subsidiary of the Company] Align-Rite International, Inc.
("Align-Rite"), entered into an Agreement and PtdiMerger, as amended by Amendment No. 1 to thedmgent and Plan of Merger, dated
January 10, 2000 (as amended, the "Merger Agreépmamsuant to which the Company would acquire AlRjite in a merger transaction
(the "Merger"). The Merger Agreement provides, agiother things, that each outstanding share ofmARgfe's common stock will be
converted into .85 shares of the Company's comnumk ®n the effective date of the Merger, resulimg@lign-Rite shareholders holding
approximately 15% of the Company's outstandingeshaf common stock when the Merger is complete.Merer is subject to the appro
of Align-Rite's shareholders, and to various retpriaand closing conditions, including compliancéhwthe Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended.

Align-Rite manufactures photomasks using electrmant, laser beam and optical-based technologiesafdcilities located in Burbank,
California; Melbourne, Florida; Bridgend, Wales;andilbronn, Germany. Align-Rite is a public compamigose shares trade on the
NASDAQ Stock Market under the symbol "MASK

On November 1, 1999, the Company sold substantidlihe assets and transferred to the buyer sofety all of the liabilities of the
Company's Beta Squared business unit that soldoishied semiconductor manufacturing equipment apthcement parts and provided
engineering and field services for such equipména (Beta Lithography Equipment Division").

Manufacturing Technology

The Company manufactures photomasks, which areapifinused as masters to transfer circuit pattents semiconductor wafers. The
Company's photomasks are manufactured in accordgititeircuit designs provided on a confidentiasisaby its customers. The typical
manufacturing process for one of the Company'sgrhasks involves receipt and conversion of circagigh data to manufacturing pattern
data. This manufacturing data is then used to obtite lithography system that exposes the ciqgaitern onto the photomask blank. The
exposed areas are dissolved and etched to prodaicpdttern on the photomask. The photomask iguiep for defects and conformity to the
customer design data, any defects are repaired:egiyred pellicles (or protectiy



membranes) are applied and, after final cleanimg photomask is shipped to the customer.

The Company currently supports customers acrostlihgpectrum of integrated circuit productionheologies by manufacturing
photomasks using electron beam or laser-baseddkxgies and, to a significantly lesser degree captbased technologies. Laser-based or
electron beam systems are the predominant techimelaged for photomask manufacturing. Such teclgiedaare capable of producing the
finer line resolution, lighter overlay and largee dize for the larger and more complex circuitsently being designed. Laser and electron
beam generated photomasks can be used with theahamticed processing techniques to produce VL$Y (aege scale integrated circuit)
devices. The Company currently owns a number @f lagiting systems and electron beam systems asddramitted to purchase additional
advanced systems in order to maintain technolodgealership. Compared to laser or electron bearargtad photomasks, the production of
photomasks by the optical method is less expenbiuealso less precise. The optical method trauttiy is used on less complex and lower
priced photomasks.

The first several levels of photomasks sometimeseguired to be delivered by the Company withirh@drs from the time it receives a
customer's design. The ability to manufacture lojghlity photomasks within short time periods is elegent upon efficient manufacturing
methods, high yields and high equipment reliahilithe Company believes that it meets these regeinesrand has made significant
investments in manufacturing and data processistggys and statistical process control methodstim@ge the manufacturing process and
reduce cycle times.

Quality control is an integral part of the photofasanufacturing process. Photomasks are manufactutemperature, humidity and
particulate controlled clean rooms because of ife level of precision, quality and yields requiréhch photomask is inspected several t
during the manufacturing process to ensure comggiavith customer specifications. The Company hadengasubstantial investment in
equipment to inspect and repair photomasks andgore that customer specifications are met. Aftspéction and any necessary repair, the
Company utilizes technological processes to clearphotomasks prior to shipment.

Sales and Marketing

The market for photomasks primarily consists ofisemductor manufacturers and designers, both decnest international, including
manufacturers that have the capability to manufaqgihhotomasks. Generally, the Company and eadh ofistomers engage in a qualification
and correlation process before the Company becamapproved supplier. Thereafter, the Company &jipinegotiates pricing parameters
for a customer's orders based on the customerktispgons in order to expedite the placementafividual purchase orders. Some of these
prices may remain in effect for an extended peridte Company also negotiates prices, and occaljaaers into purchase arrangements,
based on the understanding that, so long as thep@uyts performance is competitive, the Companynedkive a specified percentage of that
customer's photomask requiremei



The Company conducts its sales and marketing esuwhrough a staff of full-time sales personme austomer service representatives who
work closely with the Company's general managerardttechnical personnel. In addition to the saégsqnnel at the Company's
manufacturing facilities in Brookfield, Connecticiilpitas and Sunnyvale, California; Allen and Aias Texas; Dresden, Germany;
Manchester, United Kingdom; Neuchatel, Switzerlaamt) Singapore, the Company has sales officesrislizal and Pasadena, California;
Colorado Springs, Colorado; Hillsboro, Oregon; amadlvan. The Company also has a sales representati{@ea.

The Company supports international customers thrduogh its domestic and foreign facilities and sals-contract manufacturing
arrangements in Taiwan. The Company considersétsepce in international markets important to etitng new customers, providing global
solutions to its existing customers and servingamsrs that utilize manufacturing foundries outsifithe United States, principally in Asia.
For a statement of the amount of net sales, opgratcome or loss, and identifiable assets attaibigtto each of the Company's geographic
areas of operations, see Note 12 of Notes to tmsdliolated Financial Statements.

Related Sales and Services

In addition to the manufacture of photomasks, tbenfany, through its wholly-owned subsidiary, Betm&ed, services a wafer plasma
etching system used in the processing of semicdadu@fers. The original system was developed bya$dnstruments which licensed to
Beta Squared the right to manufacture and sekystem. Beta Squared also conducts research aetbgeent related to cleaning and
etching processes. Prior to the sale of the Batafraphy Equipment Division, Beta Squared alsd sefurbished semiconductor
manufacturing equipment, engineering services apthcement parts and field service for such equiproe a third-party basis. Such
activities represented approximately 2% of the Cany{s net sales during fiscal 1999.

The Company's D2W division offers mask-related tedbgy consulting and data processing serviceseésémiconductor industry. D2W's
activities represented less than 1% of the Comparet sales during fiscal 1999.

Customers

The Company primarily sells its products to leadieghiconductor manufacturers. The Company's lamgyestomers during fiscal 1999
included the following:

Analog Devices, Inc. Lucent Te chnologies, Inc.

Atmel Corporation Motorola, Inc.

Chartered Semiconductor National Semiconductor Corp.
Manufacturing, Ltd. Philips E lectronics NV

Cirrus Logic, Inc. Raytheon Company

Compaq Computer Corp. ST Microe lectronics

Cypress Semiconductor Corp. Texas Ins truments, Inc.

Fairchild Semiconductor Corp. Triquint Semiconductor, Inc.

Integrated Device Technology, Inc. Vitesse S emiconductor Corp.

International Business Machines, Inc.  VLSI Tech nology, Inc.

LSI Logic Corp.



The Company has continually expanded its custorage land, during fiscal 1999, sold its productsserdices to approximately 400
customers. During fiscal 1999, no single custontkewthan Texas Instruments or Motorola accourtedniore than 10% of the Company's
net sales. The Company's five largest customethgimggregate, accounted for approximately 40%ebbales in fiscal 1999. A significant
decrease in the amount of sales to any of thedernass could have a material adverse effect oilCtrapany.

Research and Development

The Company conducts ongoing research and develggmagrams intended to maintain the Company'selesip in technology and
manufacturing efficiency. Since fiscal 1994, thex@pany has increased its investment in researclidlevmelopment activities and current
efforts include deep ultraviolet, phase-shift aptical proximity correction photomasks for advansedhiconductor manufacturing as well as
photomasks for next generation "post-optical" mantfring technologies. Phase- shift and opticakipniy correction photomasks use
advanced lithography techniques for enhanced résp&iof images on a semiconductor wafer. Next gaian "post-optical” manufacturing
technologies use an exposure source other than(igbh as an x-ray or electron beam source) féemgatterning and are designed for the
manufacture of integrated circuits with criticatréinsions below that believed possible with curyeutilized optical exposure methods. Post-
optical manufacturing technologies are still undevelopment and have not yet been adopted as sthpiaaiuction methods. Since July
1999, next generation lithography research andldpmeent has been conducted in connection with thmgany's research and development
venture with IBM, described above. The Company iirediexpenses of $10.6 million, $12.9 million arid$ million for research and
development in fiscal 1997, 1998 and 1999, respalgti While the Company believes that it possegaésable proprietary information and
has received licenses under certain patents, thgp@ay does not believe that patents are a matadar in the photomask manufacturing
business. The Company holds only two patents as@pplications pending for three other patents.

Materials and Supplies

Raw materials utilized by the Company generallyude high precision quartz plates, which are usephstomask blanks, primarily obtained
from Japanese suppliers (including Toppan PrinGiog Ltd.

["Toppan“] and Hoya Corporation ["Hoya"]), pellidwhich are protective transparent cellulose maméxs) and electronic grade chemicals
used in the manufacturing process. Such maternialgenerally available from a number of supplierd the Company is not dependent on
one supplier for its raw materials. The Companyelvek that its utilization of a broad range of digyp enables it to access the most adva
material technology available. The Company hasésted purchasing arrangements with each of ToppanHoya and it is expected that
the Company will purchase substantially all ofgtetomask blanks from Toppan and Hoya so longeis phice, quality, delivery and service
are competitive.

The Company relies on a limited number of equipnsepipliers to develop and supply the equipment irséte photomask manufacturing
process. Although the Company has been able ténobtgipment on



timely basis, the inability to obtain equipment wirequired could adversely affect the Company'sness and results of operations. The
Company also relies on these suppliers to deveitpd generations of manufacturing systems to stippe Company's requirements.

Backlog

The first several levels of photomasks for a cirsbimetimes are required to be shipped within 2¢$0of receiving a customer's design.
Because of the short period between order and gmpdates (typically from one day to two weeks)tf@ principal portion of the Compan
sales, the dollar amount of current backlog iscusisidered to be a reliable indication of futuresaolume.

Competition

The photomask industry is highly competitive andstraf the Company's customers utilize more thanptre@omask supplier. The Compar
ability to compete depends primarily upon the cstiesicy of product quality and timeliness of deljyexs well as pricing, technical capability
and service. The Company also believes that préxitnicustomers is an important factor in certaarkets. Certain competitors have
considerably greater financial and other resoutftas the Company. The Company believes that blis 8@ compete effectively because o
dedication to customer service, its investmentanesof-the-art photomask equipment and faciliéied its experienced technical employees.

Since the mid-1980s there has been a decrease muthber of independent manufacturers as a relsmitl@pendents being acquired or
discontinuing operations. The Company believesehély into the market by a new independent marnufacwould require a major
investment of capital, a significant period of titeeestablish a commercially viable operation additional time to attain meaningful market
share and achieve profitability. In the past, cotitipa and relatively flat demand led to presswredduce prices which the Company believes
contributed to the decrease in the number of indeéget manufacturers. Although independent photomeskufacturers experienced
increased demand since late 1993, demand softemepr@ing pressures re-emerged, particularly i88L#Although demand has been
increasing since late 1998 as a part of a cydlipalirn in the semiconductor industry, intense cditipe has continued to pressure pricing for
photomasks.

Based upon available market information, the Comgpmlieves that it has a larger share of the Urtedes market than any other photon
manufacturer and that it is one of the largest @maisk manufacturers in the world. Competitors enltmited States include DuPont
Photomasks and Align-Rite; and in international ke#s, Dai Nippon Printing, Toppan, Hoya, DuPontiwian Mask Corp., Innova, Precision
Semiconductor Mask Corp., Align-Rite and Compugieghn addition, some of the Company's customessgss their own captive facilities
for manufacturing photomasks and certain semicatedusanufacturers market their photomask manufaxservices to outside customers
as well as to their internal organizatit



Employees

As of October 31, 1999, the Company employed apprately 1,200 persons on a full-time basis. The Gany believes that it offers
competitive compensation and other benefits andithamployee relations are good. Except for eygés in the United Kingdom, none of
the Company's employees is represented by a union.

ITEM 1A. EXECUTIVE OFFICERS OF REGISTRANT

The names of the executive officers of the Compaeyset forth below, together with the positionisl iy each person in the Company. All
executive officers are elected annually by the BadrDirectors and serve until their successordatg elected and qualified.

SERVED AS AN

NAME AND AGE POSITION OFFICER SINCE

Constantine S. Macricostas, 64 Chairman of the 1974
Board, Member of t he
Office of the Chie f
Executive and Dire ctor

Michael J. Yomazzo, 57 Vice Chairman, Mem ber 1977
of the Office of t he
Chief Executive an d
Director

James R. Northup, 39 President and Memb er of 1994
the Office of the Chief
Executive

Jeffrey P. Moonan, 43 Executive Vice Pre sident- 1988
Finance and Admini stration,
Member of the Offi ce of the
Chief Executive, G eneral
Counsel and Secret ary

Robert J. Bollo, 55 Vice President/Fin ance 1994
and Chief Financia |
Officer

For the past five years each of the executive effiof the Company held the office shown, excefolmns:

Constantine S. Macricostas served as Chief Exez@ficer until August 1997. Mr. Macricostas alss\&s as a Director of Nutmeg Federal
Savings and Loan Association and the DIl Group,, lasupplier of integrated electronic manufacipnoducts and services.

Michael J. Yomazzo has been Vice Chairman sincealsri, 1999. From August 1997 until January 19@9served as President and Chief
Executive Officer, from January 1994 until Augu89Z he served as President and Chief Operatingegdfind from November 1990 until
January 1994, he served as Executive Vice PresahehChief Financial Officer. Mr. Yomazzo is a menbf the Board of Directors of
NMBT Corp., the bank holding company of New MilfaBénk and Trust Compan



James R. Northup has been President since Janud®99. From November 1996 until January, 199%dreed as Senior Vice President -
North American Operations, from January 1996 to &dolier 1996, he served as Vice Presi- Operations, and from January 1994 to
January 1996, he served as Director of Connediipatrations.

Jeffrey P. Moonan has been Executive Vice Presisiane January 1, 1999. From January 1994 untilalgnl 999, he served as Senior Vice
President. He has also served as General Courds&8eaametary since July 1988. From July 1989 uatiudry 1994, he also served as Vice
President/Administration.

Robert J. Bollo has been Vice President/FinanceCGimdf Financial Officer since November 1994. FrAogust 1994 to November 1994, he
served as Director of Finance.

ITEM 2. DESCRIPTION OF PROPERTY

The Company's properties include buildings in wttltdh Company currently conducts manufacturing djera or land for future constructi
of facilities. The following table presents certaiformation about the Company's manufacturinglitzes.

Facility Size Type of

Location (sq.ft.) Interest
Brookfield, CT (Building #1) 19,600 Owned
Brookfield, CT (Building #2) 20,000 Leased
Milpitas, CA (2 buildings) 49,000 Leased
Sunnyvale, CA (3 buildings) 40,000 Owned
Allen, TX 60,000 Owned
Austin, TX 50,000 Owned
Phoenix, AZ 30,000 Leased
Manchester, UK 42,000 Owned
Neuchatel, Switzerland 7,000 Leased
Singapore 20,000 Leased
Dresden, Germany 10,000 Leased

Lease terms range from five years with optionsettew to up to twenty years for other facilitiesatidition, the Company leases office space
in Jupiter, Florida; Carlsbad and Pasadena, CaldoHillsboro, Oregon and certain adjacent properBrookfield, Connecticut. The
Company has also obtained property in Brookfieloni@cticut and Hillsboro, Oregon for the constautidf additional facilities.

The Company believes it has made adequate arramgefoe the lease or ownership of its current maatufring facilities and continually
evaluates opportunities for further expansion, ltmestically and internationally.

The leased properties in Brookfield, Connecticte,laased from entities controlled by ConstantinmM&cricostas under fixed lease rates
which were determined by reference to fair marledti@ rates at the beginning of the respective lease Mr. Macricostas is Chairman of -
Board and a Director of the Compa



For the year ended October 31, 1999, the Compasgtereal property and equipment at an aggregatehrental of approximately $4.0
million.

Other than new manufacturing facilities or equipmehich have not yet been placed into service anggrty held for the possible
construction of facilities, the Company believesubstantially utilized its facilities during th@909 fiscal year.

ITEM 3. LEGAL PROCEEDINGS
The Company is not a party to any material pentbggl proceedings, nor is the property of the Campaubject to any such proceedings.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to a vote of the Comassturity holders during the fourth quarter ofdis1999.
PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED
STOCKHOLDERS' MATTERS

The Common Stock of the Company is traded on th& NAQ National Market System (NMS) under the synBbRB. The table below
shows the range of high and low sale prices paedioa each quarter for fiscal year 1999 and 1988eported on the NASDAQ NMS. All
per share prices have been adjusted for a tworferstock split for shareholders of record on Noveniy, 1997.

High Low

Fiscal Year Ended October 31, 1999:

Quarter Ended January 31, 1999 $28.13 $18.00

Quarter Ended May 2, 1999 26.25 18.63

Quarter Ended August 1, 1999 28.88 19.13

Quarter Ended October 31, 1999 29.50 17.88
Fiscal Year Ended November 1, 1998:

Quarter Ended February 1, 1998 $25.75 $18.00

Quarter Ended May 3, 1998 37.88 23.00

Quarter Ended August 2, 1998 37.13 16.38

Quarter Ended November 1, 1998 22.94 9.50

On December 31, 1999, the closing sale price f®iGbmmon Stock as reported by NASDAQ was $28.68e8a&n information available to
the Company, the Company believes it has approrim&000 beneficial shareholders.

The Company has not paid any cash dividend toatadefor the foreseeable future, anticipates thatiegs will continue to be retained for
use in its busines



ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data is deriveshfrthe Company's consolidated financial statemdims.data should be read in conjunction
with the consolidated financial statements andsttereto and other financial information includd¢sewhere in this Form 10-K. All share
and per share amounts have been adjusted for &otwame stock split for shareholders of record mvémber 17, 1997.

Years Ended

October 31, November 1, November 2, October 31, October 31,
1999 1998 1997 1996 1995

(in thousands, except per share amounts)
OPERATING DATA:

Net sales $223,702 $222,572 $197,451 $160,071 $125,299
Costs and expenses:
Cost of sales 156,278 141,628 121,502 98,267 76,683
Selling, general and
administrative 31,063 28,793 24,940 21,079 17,127
Research and development 15,536 12,893 10,605 8,460 7,899
Non-recurring restructuring charge - 3,800 - - -
Operating income 20,825 35,458 40,404 32,265 23,590
Other income and expense:
Interest income 1,149 2,721 2,424 1,601 1,627
Interest expense (6,445) (6,143) (2,466) (160) (141)
Other income, net 1,439 1,046 1,074 197 4,766
Income before income taxes 16,968 33,082 41,436 33,903 29,842
Provision for income taxes 6,300 12,600 15,800 12,900 11,210
Net income $10,668 $20,482 $25,636 $21,003 $18,632

Earnings per share:

Basic $0.45 $0.84 $1.07 $0.89 $0.87

Diluted $0.45 $0.84 $1.03 $0.87 $0.83

Weighted average number of
common shares outstanding:

Basic 23,958 24,350 23,910 23,496 21,504

Diluted 23,958 28,958 26,628 24,202 22,414

Years Ended
October 31, November 1, November 2, October 31, October 31,
1999 1998 1997 1996 1995

(in thousands, except per share amounts)

BALANCE SHEET DATA:

Working capital $29,191 $ 36,871 $81,398 $ 21,613 $ 49,653
Property, plant and equipment 282,157 249,389 203,813 123,666 72,063
Total assets 410,356 371,549 365,212 211,903 174,218
Long-term debt 116,703 104,261 106,194 1,987 1,809

Shareholders' equity 207,700 200,430 185,975 156,417 134,045

Cash dividends declared per share - - - - -



ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

Results of Operations for the
Years Ended October 31, 1999, November 1, 1998\avember 2, 1997

OVERVIEW

A significant portion of the changes in Photronicg,. ("Photronics") results of operations over toeirse of the three years ended Octobe
1999 are attributable to expansion of the Compantgsnational operations in Europe and Asia. sedl 1996, Photronics established its first
operations outside of the United States by acquioiperations in the U.K., and in Switzerland, opgra new manufacturing facility in
Singapore and acquiring a minority interest inradependent photomask manufacturer in Korea. Intiaddiduring fiscal 1997 the company
acquired an independent photomask manufactureeim@ny. These facilities, together with the CompmhlS. facilities, comprise a global
manufacturing network supporting semiconductoritators in the Asian, European and North Americamkets. As a result of the
Company's globalization, revenues from foreign apiens have grown to approximately 22% in 1999 carag to 20% in 1998 and 19% in
1997. Management believes that this trend will targ. Substantially all of the Company's consokdaAsian sales have been denominat:
U.S. Dollars resulting in minimal foreign curreneychange risk on transactions in that region.

In addition to its international expansion, on Daber 31, 1997, the Company acquired the internalgrhask manufacturing operations of
Motorola, Inc. in Mesa, Arizona, and in Februarn®&89commenced operations in its newly constructestii, Texas facility. The Company's
growth has also been affected by the rapid teclgicdbchanges taking place in the semiconductaustrg resulting in a greater mix of high-
end photomask requirements for more complex intedraircuit designs.

A cyclical slow-down experienced by the semiconduatdustry began impacting the release of newgitied circuit designs to photomask
manufacturers in the middle of fiscal 1998. As sute the Company experienced weakness in photoohasiand and accentuated compet
pressures, especially for more mature technolodiging the second half of fiscal 1998. During §ikt999, the Company continued to see a
weakness in selling prices for more mature techgiety but began experiencing an increase in ufutnves and a better mix of orders for
high-end technology products. The Company canrestipr the duration of such cyclical industry coiadis or their impact on its future
operating results.

Both revenues and costs have been affected byt¢hesised demand for higher technology photomaskshwaquire more advanced
manufacturing capabilities but generally commarghér average selling prices. To meet the technoddgiemands of its customers and
position the Company for future growth, the Compaagtinues to make substantial investments in leigthmanufacturing capability both at
existing and new facilities. The Company's captgienditures for new facilities and equipment tppsrt its customers requirements for h
technology products exceeded $235 million for tire¢ years ended October 31, 1999, resulting imfgignt increases in operating expen:
Based on the anticipatt



technological changes in the industry, the Compapects those trends to continue.
RESULTS OF OPERATIONS
Net Sales:

Net sales for the fiscal year ended October 31918&eased 1% to $223.7 million, compared to $222illion in 1998. The increase was (

to an increase in sales from Photronics' foreigeragons, partially offset by a decrease in satesastically. The domestic decrease was
primarily attributable to a decrease in averagkngeprices on mature technologies, offset by higi@t volumes and a better mix of high-end
products.

Net sales for the fiscal year ended November 18 18&eased 13% to $222.6 million, compared witB&% million in the prior year. Sal
from Photronics' international manufacturing opiera accounted for approximately 55% of the inoged$ie remaining portion of the grov
resulted from the new Mesa and Austin operationkiacreased volume from the Company's other U.8tains during the first six months
of 1998. These increases were partially offsetiiing pressures and lower volumes in the secoffdbhéhe year precipitated generally by
the cyclical slow-down in the semiconductor indystr

Cost of Sales:

Cost of sales for the year ended October 31, 19@@ased 10.3% to $156.3 million compared with $8.4dillion in fiscal 1998. Gross
margins decreased to 30.1% of sales compared 46636. 1998 principally because of higher depregiatind other fixed costs incurred in
anticipation of the industry's rapid move to higleed technologies. Depreciation and amortizatieneased 21.0% in 1999 to $35.7 million
from $29.5 million in 1998. In addition, the Compaaxperienced higher equipment maintenance, méten labor costs in fiscal 1999.

Cost of sales for the year ended November 1, 11898@ased 16.6% to $141.6 million compared with 88 Aillion in fiscal 1997. Gross
margins decreased to 36.4% of sales compared $0638. 1997 because of the lower sales in the sebaliedf 1998 and higher fixed costs
resulting from the strategic investments in newviliféees and capital equipment. Depreciation and gipation increased 58% in 1998 to $29.5
million from $18.6 million in 1997. In addition, ¢hCompany experienced lower margins in the formeaiytive Mesa, Arizona operation that
was acquired earlier in the year.

Selling, General and Administrative Expenses:

Selling, general and administrative expenses ise@d.9% during 1999 to $31.1 million or 13.9%aies, from $28.8 million, or 12.9% of
sales in 1998. The increase was primarily due ¢avtr related expenses including information systantscommunications costs which were
expended to ensure an infrastructure commensuitidPivotronics' expansion. Other growth relateds;ascluding compensation and travel,
also increased in 199



Selling, general and administrative expenses ise@d5.4% during 1998 to $28.8 million or 12.9%ales, from $24.9 million or 12.6% of
sales in 1997 due to higher staffing costs assetiaith the Company's growth, including the expamsnto Austin, Texas and Mesa,
Arizona, as well as the full year impact of addisanade in 1997, especially in Europe and Asiah$wireases were partially offset by lower
incentive compensation expenses in fiscal 1998 raddction in discretionary spending, especiallthim second half of the year in respons
the semiconductor industry slow-down.

Research and Development:

Research and development expenses for the yead €aleber 31, 1999 increased by 20.5% to $15.5anjlbr 6.9% of sales,from $12.9
million or 5.8% of sales in 1998. The increaseaef continued work on advanced photomasks utijjipijptical enhancement features, as well
as expenses incurred in connection with our Nexte&aion Lithography Mask Center of Competencyiiat jeffort with IBM which was
established in July 1999.

Research and development expense for 1998 incrégset 6% to $12.9 million, or 5.8% of sales fro&0% million in 1997, or 5.4% of
sales in 1997. The increase is the result of tiirmeed work on advanced photomask engineeringpt®jncluding phase shift, optical
proximity correction and deep ultra-violet applioas.

Non-Recurring Restructuring Charge:

The Company recorded a non-recurring restructwiragge of $3.8 million in the second quarter odis1998 in connection with the
optimization of its North American operations. TBempany reorganized its two California operatiates]icating its Milpitas facility to the
production of high-end technology photomasks amn&itnnyvale facility to the production of maturehieology photomasks. In addition, it
consolidated its Colorado Springs, Colorado phogkmaanufacturing operations into its other Northekitan manufacturing facilities. The
Company determined that its Large Area Mask (LAMyi§lon, which was also located in Colorado Sprirdjd not represent a long-term
strategic fit with its core photomask business, @tdordingly, announced plans to sell the LAM Bion. The major component of the non-
recurring charge related to a reduction in the @@fiequipment. After tax, the charge amountedtd #illion, or $.08 per share on a diluted
basis. The LAM division was sold in 1999 withouyadditional effect on results of operations.

Other Income and Expense:

Net other expenses increased $1.5 million to @&xpénse of $3.9 million in 1999 as a result of bighterest expense, due primarily
utilization of the Company's unsecured revolvimg lof credit, as well as lower investment income ttua decrease in short-term investment
balances throughout the ye



Interest income in 1998 increased as a resultgifdriaverage short-term investment balances. Btterpense increased to $6.1 million in
1998 from $2.5 million in 1997, primarily due tcetleffect of a full year of interest expense ondbevertible notes in 1998 compared to only
five months of interest expense on the convertiblies, which were issued in fiscal 1997.

Foreign currency transaction gains or losses wetaignificant in fiscal 1999, 1998 or 1997.
Income Taxes:

The Company provided federal, state and foreigarmetaxes at a combined effective annual tax fa3& 4% in 1999 as compared to 38.1%
in 1998 and 1997. The lower rate in 1999 was priilgndue to higher available research and develogregpense credits.

Net Income:

Net income for the year ended October 31, 1999%dsed 47.9% to $10.7 million, or $0.45 per diligkdre, compared to $20.5 million,
$0.84 per diluted share in the prior year. Net medor the year ended November 1, 1998 decreasé&e20 $20.5 million, or $0.84 per
diluted share, compared with $25.6 million or $1p@8 diluted share in the prior year.

Fiscal 1998 included a non-recurring after tax geasf $2.4 million, $0.08 per diluted share. Alash and earnings per share amounts reflect
a two-for-one stock split effected in November 198&e Note 5 of Notes to the Consolidated Finargtiaiements).

LIQUIDITY AND CAPITAL RESOURCES

The Company's cash, cash equivalents and shortiteestments decreased $15.1 million during fid®#9 to $16.3 million. The decrease is
attributable to capital expenditures for faciliteasd equipment of $72.4 million. In addition, $&8lion of cash was utilized to repurchase
500,000 shares of the Company's common stock. ébedse was partially offset by positive cash flgeserated by operations of more tl
$55.0 million and borrowings of $12.8 million.

Accounts receivable increased 31.0% to $41.3 milliecause of stronger sales in the fourth quafte®@9 compared to the fourth quarter of
1998.

Other current assets increased to $9.3 milliorf@01from $4.5 million in 1998, primarily due to veidable income taxes.

Property, plant and equipment increased to $28#I®mat October 31, 1999 from $249.4 million abember 1, 1998. Deposits on and
purchases of equipment aggregated $72.4 milliomduhe year ended November 1, 1999. These incse@see reduced by depreciation
expense totalling $37.9 million in fiscal 1999. Tiherease in intangible assets to $28.4 millio@atober 31, 1999 from $24.4 million at

November 2, 1998, was primarily due to the costsirired to develop our manufacturing and financidtveare systems



Investments and other non-current assets incréasgtB.6 million at October 31, 1999 from $10.3limil at November 1, 1998 due to the
increase in the market value of investments aviailfdr sale.

Accounts payable and other accrued liabilitieseased at October 31, 1999 to $51.6 million comptré#1.6 million at November 1, 1998
primarily due to the timing of payments related#pital equipment. Accrued salaries and wages dseceto $2.5 million as of October 31,
1999 from $4.2 million as of November 1, 1998, &ygas a result of lower incentive compensatiomaals in 1999.

Total amounts due on borrowings of $117.0 millio®atober 31, 1999 increased from $106.3 milliomBNovember 1, 1998 principally d
to the borrowings in 1999 of $12.8 million undee tBompany's revolving credit facility.

Deferred income taxes and other liabilities incegb® $28.9 million at October 31, 1999 comparefl1t6.4 million at November 1, 1998,
largely due to increases in deferred income tagsslting from the differences between the carrgingpunts of assets and liabilities for
financial reporting and the amounts used for incéaxepurposes.

The Company's commitments represengoimng investments in additional manufacturing cétyaas well as advanced equipment for rese
and development of the next generation of highghmelogy and more complex photomasks. At Novemb&©29, the Company had
commitments outstanding for capital expenditureapgroximately $20 million. Additional commitmergge expected to be incurred during
2000. The Company maintains an unsecured, $12omidbmmitted revolving credit facility availablé any time through the end of fiscal
year 2003. The Company believes that its curremtilable resources, together with its capacitysfdrstantial growth and its accessibility
other debt and equity financing sources, are saffido satisfy its cash requirements for the feeable future.

YEAR 2000

As of the date of this filing, the Company has expperienced any Year 2000 problems that have efidts operations, the realization of
financial assets, or the Company's results of djpera The Company will continue to monitor its ogt@ns for non-compliant components.
The Company is also monitoring its open transastisith customers and vendors to ensure that therecaundetected problems that could
have a future impact.

As of the date of this filing, the Company belietlesre are no remaining significant risks or expess a result of the Year 2000 iss



EFFECT OF NEW ACCOUNTING STANDARDS

In April 1998, the American Institute of Certifi@lblic Accountants (AICPA) issued Statement of fwsi98-5, "Reporting on the Costs of
Start-Up Activities." In June 1998, the FASB issi&€AS No. 133 "Accounting for Derivative Instrumeiaind Hedging Activities." In
September 1999, the AICPA issued Statement ofiBo€B-3, "Accounting and Reporting of Certain Defil Contribution Plan Investments
and Other Disclosure Matters." Each of these stamgsrestablish new standards for financial staténegorting and disclosure of certain
information effective for the Company in futuredis years. The Company does not expect these rewasds to have a material impact on
its financial position, results of operations osltdlows.

"SAFE HARBOR" STATEMENT UNDER THE PRIVATE SECURITIE S LITIGATION REFORM ACT
OF 1995:

Except for historical information, the matters dissed above may be considered forward-lookingretatés and may be subject to certain
risks and uncertainties that could cause the aotsalts to differ materially from those projected;luding uncertainties in the market,
pricing, competition, procurement and manufactugffgciencies, and other risks.

Iltem 7A
Quantitative and Qualitative Disclosures about Marlet Risk

The Company, in the normal course of doing businessxposed to the risks associated with foreigmency exchange rates and changes in
interest rates.

Foreign Currency Exchange Rate Risk

The Company conducts business in several majaniatienal currencies through its worldwide openasgicand as a result is subject to foreign
exchange exposures due to changes in exchangefdkbesvarious currencies. Changes in exchangs i&n positively or negatively effect
the Company's sales, gross margins and retainathgar The Company attempts to minimize currengyosure risk by producing its

products in the same country or region in whichgheducts are sold and thereby generating revesmeténcurring expenses in the same
currency and by managing its working capital; alitfo there can be no assurance that this approdidmevduccessful, especially in the event
of a significant and sudden decline in the valuarof of the international currencies of the Compmmypridwide operations. At October 31,
1999 the Company had no outstanding foreign exahangtracts. The Company does not engage in punchisward exchange contracts
for speculative purposes.

Interest Rate Risk

The majority of the Company's borrowings are inftiven of its convertible subordinated notes whiglabinterest at the fixed rate of 6%.
Accordingly, the Company does not expect chang@sénest rates to have a material effect on incomeash flows in 2000, although there
can be no assurances that interest rates willigoifisantly change
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Independent Auditors' Report

Board of Directors and Shareholders
Photronics, Inc.
Jupiter, Florida

We have audited the accompanying consolidated balsimeets of Photronics, Inc. and its subsidiasesf October 31, 1999 and November
1, 1998, and the related consolidated statemerdarofngs, shareholders' equity and cash flowsdoh of the three years in the period ended
October 31, 1999. These consolidated financiaéstants are the responsibility of the Company's gemant. Our responsibility is to expr

an opinion on these consolidated financial statesieased on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgedbhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tbesolidated financial position of Photronics,
Inc. and its subsidiaries as of October 31, 199PNovember 1, 1998, and the results of their opmratand their cash flows for each of the
three years in the period ended October 31, 19@8nformity with generally accepted accounting piptes.

DELOITTE & TOUCHE LLP
Hartford, Connecticut
December 6, 1999

(except as to Footnote 15,
as to which the date

is January 10, 200(



PHOTRONICS, INC. AND SUBSIDIARIE S
Consolidated Balance Sheet
October 31, 1999 and November 1, 1 998

(dollars in thousands)

Assets 199 9 1998

Current assets:
Cash and cash equivalents $ 16, 269 $ 23,841
Short-term investments - 7,532
Accounts receivable (less allowance
for doubtful accounts of $235 in

1999 and 1998) 41, 293 31,515
Inventories 13, 888 14,057
Deferred income taxes 5, 458 5,923
Other current assets 9, 299 4,507
Total current assets 86, 207 87,375

Property, plant and equipment 282, 157 249,389

Intangible assets (less accumulated
amortization of $8,062 in 1999

and $6,009 in 1998) 28, 357 24,450
Investments 8, 594 6,705
Other assets 5, 041 3,630

$410, 356 $371,549

See accompanying notes to consolidated finanasdsients



PHOTRONICS, INC. AND SUBSIDIARI
Consolidated Balance Sheet
October 31, 1999 and November 1,

(dollars in thousands, except per shar

Liabilities and Shareholders' Equity 1999

Current liabilities:
Current portion of long-term debt $ 261

Accounts payable 45,608
Accrued salaries and wages 2,490
Accrued interest payable 2,636
Other accrued liabilities 6,021
Total current liabilities 57,016
Long-term debt 116,703
Deferred income taxes 19,942
Other liabilities 8,995
Total liabilities 202,656

Commitments and contingencies

Shareholders' equity:
Preferred stock, $.01 par value,
2,000,000 shares authorized,
none issued and outstanding -

Common stock, $.01 par value,
75,000,000 shares authorized,
23,948,807 shares issued

and outstanding in 1999;
24,164,106 shares issued

and outstanding in 1998 239
Additional paid-in capital 80,242
Retained earnings 130,759

Accumulated other comprehensive loss (3,489
Deferred compensation on
restricted stock (51

See accompanying notes to consolidated financitéstents

ES

1998

e amounts)

)
)

242
82,377
120,091
(2,141)



PHOTRONICS, INC. AND SUBSIDIARIES

Consolidated Statement of Earning s
Years En ded
October 31, Novembe rl, November 2,
1999 1998 1997
(in thousands, except per share amounts)
Net sales $223,702 $222,5 72 $197,451

Costs and expenses:

Cost of sales 156,278 141,6 28 121,502

Selling, general

and administrative 31,063 28,7 93 24,940

Research and development 15,536 12,8 93 10,605

Non-recurring

restructuring charge - 3,8 00 -
Operating income 20,825 35,4 58 40,404

Other income and expense:

Interest income 1,149 2,7 21 2,424
Interest expense (6,445) (6,1 43) (2,466)

Other income, net 1,439 1,0 46 1,074
Income before income taxes 16,968 33,0 82 41,436
Provision for income taxes 6,300 12,6 00 15,800
Netincome ¢ $ 10,6-(;-8_“ $20,4 -8-2 “3;-;5_?636

Earnings per share:
Basic $0.45 $0. 84 $1.07
Diluted $0.45 $0. 84 $1.03

Weighted average number of
common shares outstanding:

Basic 23,958 24,3 50 23,910

Diluted 23,958 28,9 58 26,628

See accompanying notes to consolidated financitéstents



PHOT
Consolida
Years Ended October 31, 1999,

Common Stock Add'l
-------------- Paid-In
Shares Amount Capital

Balance at
November 1, 1996 11,973 $120 $77,833

Comprehensive Income:
Net income - - -

Change in unrealized
gains on investments - - -

Foreign currency
translation adjustment - - -

Total comprehensive income

Issuance of common stock
related to acquisition 50 - 1,337

Sale of common stock

through employee stock

option and purchase plans 258 3 6,060
Restricted stock awards, net 6 - 264

Retirement of treasury
stock (136) (1) (244)

Two-for-one stock split 12,150 121  (121)

Balance at
November 2, 1997 24,301 243 85,129

Comprehensive Income:
Net Income - - -

Change in unrealized
gains on investments - - -

Foreign currency
translation adjustment - - -

Total comprehensive income

Sale of common stock
through employee stock
option and purchase plans 363 4 3,993

Amortization of re-
stricted stock to
compensation expense - - -

Common stock repurchases  (500) (5) (6,745)

Balance at
November 1, 1998 24,164 242 82,377

Comprehensive Income:
Net income - - -

Change in unrealized
gains on investments - - -

Foreign currency
translation adjustment - - -

Total comprehensive income

Sale of common stock
through employee stock
option and purchase plans 285 2 4,760

Amortization of re-
stricted stock to
compensation expense - - -

Common stock repurchases  (500) (5) (6,895)

RONICS, INC. AND SUBSIDIARIES
ted Statement of Shareholders' Equity

November 1, 1998 and November 2, 1997 (in thousand

Accumulated Other Compre

(Loss)
-------------------------- De
Unreal- Co
ized Foreign sa
Invest- Currency on
Retained ment Trans- Treasury st

Earnings Gains lation Total  Stock St
$73,973 $4,678 $ 58 $4,736 $(245)
25,636 - - - -

- (1,427) - (1427) -

- - (2,066) (2,066) -

99,609 3,251 (2,008) 1,243 -

20,482 - - - -

- (2,084) - (2,084) -

- - (1,300) (1,300) -

20,482 (2,084) (1,300) (3,384)

120,091 1,167 (3,308) (2,141) -

10,668 - - - -

- 1,357 - 1,357 -

- - (2705) (2,705) -

10,668 1,357 (2,705) (1,348)

s)
hensive Income

ferred
mpen-
tion Total
Re-  Share
ricted holders'
ock  Equity
- $156,417
- 25,636
- (1,427)
- (2,066)
22,143
- 1,337
- 6,063
$(249) 15

(249) 185,975

- 20,482

- (2,084

- 3,997

(139) 200,430

- 10,668

- 1,357



Balance at
October 31, 1999 23,949 $239 $80,242 $130,759 $2,524 $(6,013) $(3,489) $ - $ (51) $207,700

See accompanying notes to consolidated finanassients



PHOTRONICS, INC. AND SUBSIDIARI ES

Consolidated Statement of Cash Fl ows
Years Ended
October 31, November 1, Novembe r2,
1999 1998 1997

(in thousands)

Cash flows from operating activities:
Net income $10,668 $20,482 $25,6 36
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation and amortization of

property, plant and equipment 37,948 31,461 19,8 17
Amortization of intangible assets 2,783 2,529 1,3 22
Gain on sale of investments (1,479) (838) (1,5 62)
Deferred income taxes 7,175 264 9 89
Non-recurring restructuring charges - 3,800 -

Other 97 224 98

Changes in assets and liabilities,
net of effects of acquisitions:

Accounts receivable (10,003) 2,954 9,4 05)
Inventories 120 (2,374) 3,1 57)
Other current assets (4,437) (3,318) (8 70)
Accounts payable and accrued liabilities 12,463 (10,115) 13,6 77
Net cash provided by operating activities 55,335 45,069 46,5 45

Cash flows from investing activities:
Acquisitions of and investments in

photomask operations - (32,455) (1,0 65)

Deposits on and purchases of property,

plant and equipment (72,373) (66,448) (96,3 19)

Net change in short-term investments 7,532 20,657 (20,2 71)

Proceeds from sale of investments 1,578 932 1,9 39

Other (7,817) 2,218 2,1 51
Net cash used in investing activities (71,080) (75,096) (113,5 65)

Cash flows from financing activities:
Issuance of subordinated convertible notes,

net of deferred issuance costs - - 99,6 97
Borrowings under revolving credit facility 12,750 - -
Repayment of long-term debt (2,068) (266) (1 51)
Proceeds from issuance of common stock 4,762 3,997 6,0 63
Purchase and retirement of common stock (6,900) (6,750) -
Other (351) - -
Net cash provided (used) by financing activities 8,193 (3,019) 105,6 09
Effect of exchange rate changes on cash (20) (958) 4 20
Net increase (decrease) in cash and cash equivalent S (7,572) (34,004) 39,0 79
Cash and cash equivalents at beginning of year 23,841 57,845 18,7 66
Cash and cash equivalents at end of year $16,269 $23,841 $57,8 45

See accompanying notes to consolidated financitéstents



PHOTRONICS, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
Years ended October 31, 1999, November 1, 1998 aNdvember 2, 1997
(dollars in thousands, except per share amounts)
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Consolidation

The accompanying consolidated financial statemientade the accounts of Photronics, Inc. and itssiliaries. All significant intercompany
balances and transactions have been eliminated.

Foreign Currency Translation

The Company's subsidiaries in Europe and Singapaigtain their accounts in their respective locatencies. Assets and liabilities of such
subsidiaries are translated to U.S. dollars at-gedrexchange rates. Income and expenses areatezhak average rates of exchange

prevailing during the year. Foreign currency tratish adjustments are accumulated and reportethas @mprehensive income (loss) as a
separate component of shareholders' equity. Tletsfbf changes in exchange rates on foreign atyreansactions are included in income.

Cash and Cash Equivalents

Cash and cash equivalents include cash and higfulig linvestments purchased with an original m&wf three months or less. The carry
values approximate fair value based on the shorinibaof the instruments.

Investments

The Company's debt and equity investments avaifablsale are carried at fair value. Shtemm investments include a diversified portfolic
high quality marketable securities are liquidatecheeded to meet the Company's current cash reggrts. All other investments are
classified as available for sale non-current astiteealized gains and losses, net of tax, arerregp@s other comprehensive income
(loss) as a separate component of shareholdeiity.e@ains and losses are included in income wieatized, determined based on the
disposition of specifically identified investments.

Inventories

Inventories, principally raw materials, are staaéthe lower of cost, determined under the-in, first-out (FIFO) method, or marke



Long-Lived Assets

Property, plant and equipment are recorded atlesstaccumulated depreciation. Repairs and mainteras well as renewals and
replacements of a routine nature are charged tatipes as incurred, while those which improve xierd the lives of existing assets are
capitalized. Upon sale or other disposition, thet ad the asset and accumulated depreciation @nénated from the accounts, and any
resulting gain or loss is reflected in income.

For financial reporting purposes, depreciation amabrtization are computed on the straight-line méthver the estimated useful lives of the
related assets. Buildings and improvements areedegied over 15 to 40 years, machinery and equipmar 3 to 10 years and furniture,
fixtures and office equipment over 3 to 5 yearsadehold improvements are amortized over the lith@fease or the estimated useful life of
the improvement, whichever is less. For incomeptaposes, depreciation is computed using varioosleated methods and, in some cases,
different useful lives than those used for finahmgorting.

Goodwill and other intangibles are amortized otraight-line basis over periods estimated to beshitad, generally 5 to 20 years. The future
economic benefit of the carrying value of all loihnged assets is reviewed periodically and any dition in useful life or impairment in value
based on future anticipated cash flows would berded in the period so determined.

Income Taxes

The provision for income taxes is computed on thgidof consolidated financial statement incomdeided income taxes reflect the tax
effects of differences between the carrying amoahessets and liabilities for financial reportiaigd the amounts used for income tax
purposes.

Net Income Per Common Share

Net income per common share is computed in accosdaith the provision of Statement of Financial sgnting Standards No. 1.
"Earnings Per Share" ("SFAS 128").

Stock Based Compensation

The Company records stock option awards in acceelaiith the provisions of Accounting Principles Bib®pinion 25, "Accounting for
Stock Issued to Employees". The Company estimbhtefatr value of stock option awards in accordanmith Statement of Financial
Accounting Standards No. 123, "Accounting for StBa@sed Compensation,” and discloses the resulsitigyated compensation effect on net
income on a pro forma basis.

Reclassifications

Certain prior year amounts have been reclassifiedbbform to the current year presentat



NOTE 2 - INVESTMENTS

Short-term investments consist of:

November 1,
1998
Government agency securities $ 2,268
Corporate bonds 3,010
Certificates of deposit 2,254

There were no short-term investments as of Oct8bet 999.

Other investments consist of available-for-saletggecurities of publicly traded technology comiggrand a minority interest in a
photomask manufacturer in Korea. The fair valueavaiilable-for-sale investments are based uporeguwmiarket prices. In the absence of
guoted market prices, the estimated fair valueigel upon the financial condition and the operatisglts and projections of the investee
is considered to approximate cost. Unrealized gamimvestments were determined as follows:

October 31,
1999
Fair value $ 8,594
Cost 4,523
4,071
Less deferred income taxes 1,547
Net unrealized gains $2,524

NOTE 3 - PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consists of the fahg:

October 31,
1999
Land $ 3,937
Buildings and improvements 38,800
Machinery and equipment 355,647
Leasehold improvements 7,818
Furniture, fixtures
and office equipment 15,697
421,899

Less accumulated depreciation
and amortization 139,742

Property, plant and equipment ~ $282,157

November 1,
1998

November 1,
1998



NOTE 4 - LONG-TERM DEBT

Long-term debt consists of the following:

October 31 , November 1,
1999 1998
Revolving credit facility, $ 12,750 -
effective interest rate of 6.21%
6% Convertible Subordinated Notes
due June 1, 2004 103,500 $103,500
Acquisition indebtedness payable
December 1, 1998, net of interest of
$9 in 1998, imputed at 7.45% - 1,791
Installment note payable by foreign
subsidiary with interest at 4.75%
through June, 2001 376 665
Industrial development mortgage note,
secured by building, with interest at
6.58%, payable through November 2005 338 381
116,964 106,337
Less current portion 261 2,076
Long-term debt $116,703 $104,261

Long-term debt matures as follows: 2001 - $211;2€§53; 2003 - $58; 2004 - $116,311; years aft®120670. The fair value of long- term
debt not yet substantively extinguished is estichéised on the current rates offered to the Comaadys not significantly different from
carrying value, except that the fair value of tbawertible subordinated notes, based upon the reoshtly reported trade as of October 31,
1999, amounted to $101.4 million.

The Company has an unsecured revolving credititiatd provide for borrowings of up to $125.0 nulli at any time through November,
2003. The Company is charged a commitment fee ®atbrage unused amount of the available creditsasubject to compliance with and
maintenance of certain financial covenants andsafihe Company had $12.8 million of outstandingdosings under its revolving credit
facility at October 31, 1999.

On May 29, 1997, the Company sold $103.5 milliorarfivertible subordinated notes, due in 2004, pulalic offering. The notes bear intel
at 6% per annum and are convertible at any timénéyolders into 3.7 million shares of the Compsuwegmmon stock, at a conversion price
of $27.97 per share. The notes are redeemable &dmpany's option, in whole or in part, at anyetiafter June 1, 2000 at certain premiums
decreasing through the maturity date. Interesajgaple semi- annually.

Cash paid for interest amounted to $6,606, $6,3t11$464 in 1999, 1998 and 1997 respectiv



NOTE 5 - EARNINGS PER SHARE

Earnings per share amounts are calculated in aaaoedwith the provisions of SFAS No. 128. Basic EPsased on the weighted average

number of common shares outstanding for the peercuding any dilutive common share equivalenituted EPS reflects the potential
dilution that could occur if securities or othemtracts to issue common stock were exercised orerted.

A reconciliation of basic and diluted EPS folloviis thousands, except per share amounts):

Average  Earnings

Net Shares Per
Income Outstanding Share
1999:
Basic $ 10,668 23,958 $0.45

Effect of potential dilution
from exercise of stock options
and conversion of notes (a) -

Diluted $ 10,668 23,958

, $0.45
1998:
Basic $ 20,482 24,350 $0.84
Effect of potential dilution ======
from exercise of stock options
and conversion of notes 3,809 4,608
Diluted $ 24,291 28,958 $0.84
1997:
Basic $ 25,636 23,910 $1.07
Effect of potential dilution ======
from exercise of stock options
and conversion of notes 1,841 2,718
Diluted $ 27,477 26,628 $1.03

(a) The effect of the exercise of stock options #medconversion of notes for 1999 is anti-dilutive.

In September, 1997, the Company's Board of Direciathorized a two-foone stock split effected in the form of a stockidéwnd, which wa:

paid to shareholders of record on November 17, 18B& stock split resulted in the issuance of HailRon additional shares of common
stock. All applicable share and per share amowfisct the stock spli



NOTE 6 - BUSINESS COMBINATIONS

On December 31, 1997, the Company acquired thenatphotomask manufacturing operations of Motgrbia. ("Motorola") in Mesa,
Arizona for $29 million in cash. The assets acqlirelude modern manufacturing systems, capabdeipporting a wide range of photomask
technologies. Additionally, the Company entered mtmulti-year supply agreement whereby it will glygthe photomask requirements
previously provided by Motorola's internal operasoThe acquisition was accounted for as a purciiedeaccordingly, the acquisition price
was allocated to property, plant and equipmentelsag certain intangible assets based on relfiveralue. The excess of purchase price
over the fair value of assets acquired is beingréimeal over fifteen (15) years. The Consolidateat&nhent of Earnings includes the results of
the former Motorola photomask operations from Deloen81, 1997, the effective date of the acquisition

On June 26, 1997, the Company acquired all of thistanding shares of MZD Maskenzentrum fur Mikralstrierung Dresden GmbH

(MZD), an independent photomask manufacturer latat®resden, Germany, for $3.1 million in cash anthmon shares of the Company.
The acquisition was accounted for as a purchasgaacdrdingly, the acquisition price was allocdtedssets and liabilities based on relative
fair value.

NOTE 7 - INCOME TAXES

The provision for income taxes consists of theofwlhg:

1999 199 8 1997
Current: Federal $(1,129) $10, 417  $11,993
State 228 1, 610 2,617
Foreign 26 309 201
(875) 12 336 14,811
Deferred: Federal 6,641 417 995
State 569 ( 192) (6)
Foreign (35) 39 -
7,175 264 989

$6,300 $12, 600  $15,800



The provision for income taxes differs from the amibcomputed by applying the statutory U.S. Fedeme tax rate to income before
taxes as a result of the following:

1999 19 98 1997
U.S. Federal income tax at
statutory rate $5,940  $11, 579  $14,503
State income taxes, net of
Federal benefit 718 921 1,697
Tax benefits of tax
exempt income (14) (42) (35)
Foreign tax rate differential 398 ( 853) (681)
Other, net (742) 995 316
$6,300 $12, 600  $15,800

The Company's net deferred tax liability consigtthe following:

October 31, November 1,
1999 1998
Deferred income tax liabilities:
Property, plant and equipment $17,021 $8,840
Investments 1,547 838
Other 1,374 1,544
Total deferred tax liability 19,942 11,222
Deferred income tax assets:
Reserves not currently deductible 1,691 3,712
Other 3,767 2,211
Total deferred tax asset 5,458 5,923
Net deferred tax liability $14,484 $5,299

Cash paid for income taxes amounted to $1.2 mjlgd5.0 million and $7.2 million in 1999, 1998 ah@97 respectively.
NOTE 8 - EMPLOYEE STOCK PURCHASE AND OPTION PLANS

In March 1998, the shareholders approved the aalopti the 1998 Stock Option Plan which includessjsions allowing for the award of
qualified and non-qualified stock options and thenging of restricted stock awards. A total of tillion shares of common stock may be
issued pursuant to options or restricted stock dsvgranted under the Plan. Restricted stock awhrd®t require the payment of any cash
consideration by the recipient, but shares sulbgeah award may be forfeited unless conditionsifipdan the grant are satisfied.

The Company has adopted a series of other stoadnoplians under which incentive and non-qualifieztk options and restricted stock
awards may be granted. All plans provide that ttera@se price may not be less than the fair markte of the common stock at the date the
options are granted and limit the maximum termpifans granted to



maximum of ten years.

The following table summarizes stock option acjivinder the plans:

Stock Options Exercise Prices
Balance at November 1, 1996 2,383,526 $ 1.59-13.69
Granted 275,300 14.88-21.97
Exercised (454,042) 1.59-13.69
Cancelled (65,006) 3.75-16.38
Balance at November 2, 1997 2,139,778 1.75-21.97
Granted 826,100 11.00-31.44
Exercised (295,710) 1.75-16.38
Cancelled (94,877) 6.71-31.44
Balance at November 1, 1998 2,575,291 1.75-31.44
Granted 226,000 18.13-25.88
Exercised (253,323) 3.08-21.97
Cancelled (135,003) 3.75-31.44
Balance at October 31, 1999 2,412,965 $1.75-31.44

The following table summarizes information concegncurrently outstanding and exercisable options:

Range of Exercise Prices
$1.75-$10.00 $10.00- $20.00 $20.00-$31.44
Outstanding:
Number of options 514,132 1,381 ,258 517,575
Weighted average
remaining years 3.5 7. 5 8.5
Weighted average
exercise price $4.82 $12. 80 $23.21
Exercisable:
Number of options 514,132 714, 808 126,177
Weighted average
exercise price $4.82 $12. 51 $22.87

At October 31, 1999, 488,203 shares were availablgrant and 1,355,117 shares were exercisaldenatighted average exercise price of
$10.56.

The Company has not recognized compensation exjeesanection with stock option grants under ttenp. However, had compensation
expense been determined based on the fair valile @lptions on the grant dates, the Company'sgumod net income and earnings per share
for 1999 would have been reduced by approximatgly $illion, or $0.07 per diluted share, for 1998uld have been reduced by
approximately $1.9 million, or $0.07 per dilutedas, and for 1997 would have been reduced by appately $1.5 million, or $0.06 per
diluted share. The weighted average fair valueptibas granted was $21.35 per share in 1999, $§&b5Share in 1998 and $7.39 per share in
1997. Fair value is estimated based on the BlatleiBs option-pricing model with the following weighl average assumptions: dividend
yield of 0%; expected volatilit



of 67.1% in 1999, 54.4% in 1998 and 51.6% in 1961d risk-free interest rates of 6.2% in 1999, 4id%998 and 6.4% in 1997.

The Company maintains an Employee Stock Purchase(AFPurchase Plan"), under which 600,000 sharesmimon stock are reserved for
issuance. The Purchase Plan enables eligible ergddp subscribe, through payroll deductions, talpase shares of the Company's com
stock at a purchase price equal to 85% of the l@fére fair market value on the commencement dbtke offering and the last day of the
payroll payment period. At October 31, 1999, 348,8Bares had been issued and 71,413 shares wgretgatputstanding subscriptions
under the Purchase Plan.

NOTE 9 - EMPLOYEE BENEFIT PLANS

The Company maintains a 401(k) Savings and PrdfériBg Plan (the "Plan") which covers all domestigployees who have completed six
months of service and are eighteen years of agider. Under the terms of the Plan, an employee ecoayribute up to 15% of their
compensation which will be matched by the Comparg0&o of the employee's contributions which arein@xcess of 4% of the employee's
compensation. Employee and employer contributiass fully upon contribution. Employer contributioasounted to $0.6 million in 1999,
$0.3 million in 1998 and $0.5 million in 1997.

The Company maintains a cafeteria plan to proviidgbée domestic employees with the option to reeaion-taxable medical, dental,
disability and life insurance benefits. The cafiet@lan is offered to all active full-time domestimployees and their qualifying dependents.
The Company's contribution amounted to $4.5 millimd999, $3.3 million in 1998 and $3.0 million1997.

The Company's foreign subsidiaries maintain bemddits for their employees which vary by countrigeobligations and cost of these plans
are not significant to the Company.

NOTE 10 - LEASES

The Company leases various real estate and equipmeéar non- cancelable operating leases. Renpa&rse under such leases amounted to
$4.0 million in 1999, $4.4 million in 1998 and $4vllion in 1997. Included in such amounts werel$illion in each year to affiliated
entities, which are owned, in part, by a significaimareholder of the Company.

Future minimum lease payments under non-cancetgdgleating leases with initial or remaining term&xtess of one year amounted to $6.5
million at October 31, 1999, as follows:



NOTE 11 - COMMITMENTS AND CONTINGENCIES

The Company and a significant shareholder havelyojuaranteed a loan totaling approximately $0ifion as of October 31, 1999, on
certain real estate which is being leased by thegamy. The Company is subject to certain finanmdakenants in connection with the
guarantee.

As of October 31, 1999, the Company had capitatedjture purchase commitments outstanding of apmately $20 million.

The preparation of financial statements in confoymiith generally accepted accounting principleguiees management to make certain
estimates and assumptions, including collectabiftgccounts receivable, depreciable lives andwerability of property, plant, equipment,
intangible assets and certain accrued liabilitetual results may differ from such estimates.

Financial instruments that potentially subject @@mmpany to credit risk consist principally of trageeivables and temporary cash
investments. The Company sells its products prismesimanufacturers in the semiconductor and compiatustries in North America,
Europe and Asia. The Company believes that theeraration of credit risk in its trade receivablesiibstantially mitigated by the Compa
ongoing credit evaluation process and relativelyrsbollection terms. The Company does not generatjuire collateral from customers. 1
Company establishes an allowance for doubtful atisolbiased upon factors surrounding the creditaisipecific customers, historical trends
and other information. Historically, the Company mat incurred any significant credit related lasse

NOTE 12 - SEGMENT INFORMATION

The Company operates in a single industry segneeatraanufacturer of photomasks, which are highigisecquartz plates containing
microscopic images of electronic circuits for usehie fabrication of semiconductors. In additioritsomanufacturing facilities in the United
States, the Company has operations in the UnitaddGm, Switzerland, Germany and Singapore. The @oyip 1999, 1998 and 1997 net
sales, operating profit and identifiable assetgdygraphic area were as follows:

Net Opera ting Identifiable
Sales Income (Loss) Assets
1999:
United States $184,564 $22, 465 $314,434
Europe 26,488 145 65,953
Asia 12,650 (1, 785) 29,969
$223,702 $20, 825 $410,356
1998:
United States $185,772 $32, 443 $285,115
Europe 20,008 ( 416) 51,326
Asia 16,792 3, 431 35,108
$222,572 $35, 458 $371,549
1997:
United States $174,043 $37, 989 $288,970
Europe 12,938 180 46,586

Asia 10,470 2, 235 29,656

$197,451 $40, 404 $365,212



Approximately 5% of net domestic sales in 1999 weralelivery outside of the United States (4% @9& and 7% in 1997).

The Company had two customers who represented d@pmtely 11% of total net sales in 1999, and or&amuer who represented 16% in
1998 and 23% in 1997.

NOTE 13 - COMPREHENSIVE INCOME

In June 1997, the Financial Accounting Standardsr@@ssued Statement of Financial Accounting StedsléSEFAS) NO. 130 "Reporting
Comprehensive Income." The Statement, which theg2my adopted in the first quarter of 1999, esthblsstandards for reporting
comprehensive income and its components in finhatagements. Where applicable, earlier period® imen restated to conform to the
standards set forth in SFAS No. 130. The Compamyigprehensive income as reported in the Condensgeddlidated Statement of
Shareholders' Equity, consists of net earnings alirchanges in equity during a period except theselting from investments by owners and
distributions to owners, which are presented befaxeThe Company does not provide for U.S. incéaxes on foreign currency translation
adjustments because it does not provide for su@stan undistributed earnings of foreign subsidmrAccumulated other comprehensive
income consists of unrealized gains and losse®dain investments in equity securities and fora@igmency translation adjustments. The
related tax effects allocated to each componenthsdr comprehensive income (loss) were as follawshe three years ended October 31,
1999:

Before-Tax Tax (Expense) Net-of-Tax
Amount or Benefit Amount
1999:
Foreign currency translation
adjustment $(2,705) - $(2,705)

Unrealized gains on investments:
Unrealized holding gains arising

during the period 4,574 (1,738) 2,836
Less: reclassification adjustment

for gains realized in net income (2,385) 906 (1,479)
Net unrealized gains 2,189 (832) 1,357
Other comprehensive loss (516) $(832) $(1,348)
1998:
Foreign currency translation
adjustment $(1,300) $ - $(1,300)

Unrealized losses on investments:
Unrealized holding losses arising

during the period $(2,010) $ 764 $(1,246)
Less: reclassification adjustment

for gains realized in net income (1,351) 513 (838)
Net unrealized losses (3,361) 1,277 (2,084)

Other comprehensive loss $(4,661) $1,277 $(3,384)




Before-Tax Tax (Expense) Net-of-Tax

Amount or Benefit Amount
1997:
Foreign currency translation
adjustment $(2,066) - $(2,066)

Unrealized losses on investments:
Unrealized holding gains arising

during the period 218 (83) 135
Less: reclassification adjustment

for gains realized in net income (2,519) 957 (1,562)
Net unrealized losses (2,301) “E_i_7-4 ---(-;127)
Other comprehensive loss $(4,367) $-874 m$?—(-3-,493)

NOTE 14 - NON-RECURRING RESTRUCTURING CHARGE

In March, 1998, the Company initiated a plan tdropte its North American manufacturing networkrdtorganized its two California
operations, dedicating its Milpitas facility to theoduction of high- end technology photomasksig8unnyvale facility to the production of
mature technology photomasks, and it consolidage@alorado Springs, Colorado photomask manufa@uperations into its other North
American manufacturing facilities. The Company deieed that its Large Area Mask (LAM) Division, vefi was also located in Colorado
Springs, did not represent a long-term strategjiwith its core photomask business, and accordjragipounced its intention to sell the LAM
Division. The Company recorded a $3.8 million cleairythe second quarter of 1998 for the restrusgyiincluding $3.3 million of non-cash
charges to reduce the carrying value of LAM Divisfroperty, plant and equipment to its net realzahlue based upon the estimated
proceeds from the sale of the LAM Division businggeen as a whole. Such assets, consisting prihcipfespecialized manufacturing tools
and equipment, had a carrying value of $3.6 mil{jorior to the write-down), remained in use andtocored to be depreciated pending the
disposition of the LAM division. The LAM division &s sold in January 1999 without any additionalatfte results of operations.

NOTE 15 - ALIGN-RITE MERGER

On September 15, 1999, the Company signed a defirdigreement to merge with Align-Rite Internatilpmac., an independent photomask
manufacturer based in Burbank, California. The agrent, as amended on January 10, 2000, providéisef@xchange of .85 shares of the
Company's common stock for each share of Align*Ritemmon stock. Approximately 4.2 million sharéthe Company's common stock
will be issued in connection with the transactidhe merger will be accounted for a pooling-of-iet#s and Align-Rite will become a wholly-
owned subsidiary of the Company.

The transaction is expected to be completed duhiegCompany's second fiscal quarter of 2000, asdhgect to approval of Align-Rite's
shareholders, as well as various regulatory anglrdoconditions, including compliance with the H8dott-Rodino Antitrust Improvements
Act of 1976, as amende



NOTE 16 - QUARTERLY RESULTS OF OPERATIONS (UNAUDITE D)

The following table sets forth certain unauditeduderly financial data:

First Second  Third Fourth Year

1999:
Net sales $47,815 $53,826 $59,034 $63,027 $223,702
Gross profit 12,528 15,675 18,282 20,939 67,424
Net income 617 2,068 3,240 4,743 10,668
Earnings
per share:

Basic $ 0.03 $0.09 $0.14 $ 020 $ 045

Diluted $ 003 $009 $0.14 $ 020 $ 045
1998:
Net sales $50,932 $61,307 $57,681 $52,652 $222,572
Gross profit 19,666 23,747 21,092 16,439 80,944
Net income 6,280 5,309 5,844 3,049 20,482
Earnings
per share:

Basic $ 026 $ 022 $ 024 $ 013 $ 0.84

Diluted $ 025 $022 $024 $ 013 $ 084

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

There were no disagreements on any accountingiaaulcial disclosure matters between the Companytamadependent certified public
accountants for which a Form 8-K was required tdilbd during the 24 months ended October 31, 1&9r the period from October 31,

1999 to the date hereof.

PART 1lI

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information as to Directors required by Iteni 4hd 405 of Regulation S-K is set forth in the @amy's definitive proxy statement (the
"Definitive Proxy Statement") which will be filedith the Securities and Exchange Commission purgeaRegulation 14A within 120 days
after the end of the fiscal year covered by thisF&0-K under the caption "ELECTION OF DIRECTORSitas incorporated herein by
reference. The information as to Executive Offidernicluded in Part |, Item 1a of this report unttee caption "Executive Officers."

ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 402 of RegulatfiK is set forth in the Definitive Proxy Statementer the captions "EXECUTIVE
COMPENSATION" and "DIRECTORS' COMPENSATION" andricorporated herein by referen:



ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL
OWNERS AND MANAGEMENT

The information required by Item 403 of RegulatfiK is set forth in the Definitive Proxy Statementer the caption "OWNERSHIP OF
COMMON STOCK BY DIRECTORS, NOMINEES, OFFICERS ANCERTAIN BENEFICIAL OWNERS" and is incorporated herdiy
reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information required by Item 404 of Regulat®K is set forth in the Definitive Proxy Statementder the caption "CERTAIN
TRANSACTIONS" and is incorporated herein by refe@n

PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K
(A) The following documents are filed as part abtreport:
1) Financial Statements
Independent Auditors' Report
Consolidated Balance Sheet at October 31, 199Narndmber 1, 1998
Consolidated Statement of Earnings for the yeads@i®ctober 31, 1999, November 1, 1998 and Nove@hE997
Consolidated Statement of Shareholders' Equityhieryears ended October 31, 1999, November 1, a888November 2, 1997
Consolidated Statement of Cash Flows for the yeaded October 31, 1999, November 1, 1998 and Nogetht1997
Notes to Consolidated Financial Statements
2) Financial Statement Schedules

Schedules for which provision is made in RegulaeX of the Securities and Exchange Commissiomat@equired under the related
instructions or are inapplicable and, thereforeghaeen omitted.

3) Exhibits: See Exhibits Index.
(B) Reports on Form 8-K

A report on Form 8-K was filed by the Company opt8eber 24, 1999. The Form 8-K disclosed under Bahmat the Company entered into
an Agreement and Plan of Merger dated September9B®, with Align-Rite International, Inc. and AL Aaisition Corp., a wholly owned
subsidiary of the Company, pursuant to which thex@any would acquire Align-Rite in a Merger trangatt No financial statements were
filed with the Form -K.
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FIRST AMENDMENT AGREEMENT
Dated as of September 13, 1999
among
PHOTRONICS, INC.
The Lenders Party Hereto

THE CHASE MANHATTAN BANK,
as Administrative Agent

and

THE BANK OF NEW YORK,
as Documentation Agen



FIRST AMENDMENT AGREEMENT, dated as of September 1899, among PHOTRONICS, INC., a Connecticut caapion (the
"Company"), the LENDERS party hereto, THE CHASE MANTTAN BANK, as Administrative Agent, and THE BANKF NEW YORK,
as Documentation Agent.

WHEREAS, the Company, the Borrowing Subsidiariks, ltenders, the Administrative Agent and the Doautatéon Agent have entered ir
that certain Credit Agreement dated as of NoveriiBefl998 (as in effect prior to the effectivenekthiz Agreement, the "Existing Credit
Agreement,"” and, as amended by this AgreementAthended Credit Agreement"), pursuant to whichltkaders have agreed, subject tc
terms and conditions therein set forth, to makpasticipate in Loans to, and to issue or parti@patLetters of Credit for the account of, the
Borrowers;

WHEREAS, the Company, the Lenders, the Administeafigent and the Documentation Agent have agreedter into this Agreement to
provide for, among other things, the modificatidrcertain covenants and the waivers of certain Diefaand Events of Default; and

WHEREAS, the Loan Documents (including, withoutitation, this Agreement and the Amended Credit &grent), as amended and
supplemented by this Agreement and as each masnbeded or supplemented from time to time, are redeto herein as the "Amended Lu
Documents".

NOW THEREFORE, for valuable consideration, the igicand sufficiency of which are hereby acknowledigbe parties hereto agree
follows:

ARTICLE |
Amendments to Existing Credit Agreement.

Each of the Company and, subject to the satisfactiaghe conditions set forth in Article Ill, theehders hereby consents and agrees to the
amendments to the Existing Credit Agreement s¢t foelow:

(a) The definition of "Capital Expenditure Ratiajr¢ained in
Section 1.01 of the Existing Credit Agreement irebg amended and restated to read as follows:

"Capital Expenditure Ratio" means, on any dateratie of

(a) Consolidated Capital Expenditures (exclusivarobunts expended in connection with Permittedigass Acquisitions) for the period of
four consecutive fiscal quarters of the Companytmesently ended as of such date to (b) (i) Codatdid EBITDA for the period of four
consecutive fiscal quarters of the Company mogmg ended as of such date, plus (i) solely far purpose of determining the Capital
Expenditure Ratio for the fiscal quarter of the @amy ending on January 30, 2000, $10,000,



(b) Section 6.13 of the Existing Credit Agreemerthéreby amended and restated to read as follows:

SECTION 6.13. Interest Coverage Ratio. The Compeitiyhot permit the Interest Coverage Ratio as daieed as of the end of each fiscal
quarter of the Company to be less than (a) if $isclal quarter ends on October 31, 1999, 3.00Q6 tr (b) if such fiscal quarter ends
thereafter, 4.00 to 1.00.

(c) Section 6.14 of the Existing Credit Agreemeniéreby amended and restated to read as follows:

SECTION 6.14. Fixed Charge Coverage Ratio. The Gomypvill not permit the Fixed Charge Coverage Ratialetermined as of the end of
each fiscal quarter of the Company ending on araftily 30, 2000 to be less than (a) if such figearter ends on July 30, 2000, 1.25 to 1.00
or (b) if such fiscal quarter ends thereafter, 20.00.

(d) Section 6.16 of the Existing Credit Agreemerntiéreby amended and restated to read as follows:

SECTION 6.16. Capital Expenditure Ratio. The Conypaill not permit the Capital Expenditure Ratiodetermined as of the end of each
fiscal quarter of the Company to exceed (a) if slisdtal quarter ends on October 31, 1999, 1.25Q60,X(b) if such fiscal quarter ends on
January 30, 2000 or on April 30, 2000, 1.00 to T0(x) if such fiscal quarter ends after April 2000, 1.25 to 1.00.

ARTICLE Il
Representations and Warranties
The Company hereby represents and warrants tludtths Effective Date:

Section 2.01 Existing Representations and Warrariach of the representations and warranties ic@atén Article Ill of the Existing Credit
Agreement and in each of the other Loan Documaeritsieé and correct, except that any representatiovarranty limited by its terms to a
specific date shall be true and correct as of speific date



Section 2.02 No Defaults. After giving effect tetlaivers granted under Article IV, no event hasuoed and no condition exists which
would constitute a Default or an Event of Defaslidefined in the Existing Credit Agreement, ancement has occurred and no condition
exists which would constitute a Default or an EvafnDefault as defined in the Amended Credit Agream

Section 2.03 Power and Authority; No Conflicts. Execution, delivery and performance by each oLthen Parties of the Amended Loan
Documents to which it is a party are within suclahdarty's corporate, partnership or limited liagptompany powers and have been duly
authorized by all necessary corporate, partnemhiinited liability company and, if required, stdwlder, parthner or member action. Each
Amended Loan Document to which any Loan Partyparly has been duly executed and delivered by kaah Party and constitutes a legal,
valid and binding obligation of such Loan Partyfozoeable in accordance with its terms, subjeapplicable bankruptcy, insolvency,
reorganization, moratorium or other laws affectimgditors’ rights generally and subject to gengriaiciples of equity, regardless of whether
considered in a proceeding in equity or at law.

Section 2.04 Governmental Approvals; No Conflidise execution, delivery and performance by each®i oan Parties of the Amended
Loan Documents to which it is a party (a) do nojuiee the Company or any Subsidiary to obtain okereny consent or approval of,
registration or filing with, or other action by,yaGovernmental Authority, except such as have lud¢ained or made and are in full force and
effect or that could not reasonably be expectadlyidually or in the aggregate, to result in a MatkeAdverse Effect, (b) will not violate any
law or regulation applicable to the Company or 8apsidiary, or the charter, by-laws or other orgatibnal documents of the Company or
any Subsidiary, or any order of any GovernmentahAtity applicable to the Company or any Subsidiawcept as to any law, regulation or
order the violation of which could not reasonabdydxpected, individually or in the aggregate, sulein a Material Adverse Effect, (c) will
not violate or result in a default under any indeaf agreement or other instrument binding uporChsapany or any Subsidiary or their
respective assets, or give rise to a right thereutadrequire any payment to be made by the Compaanpy of its Subsidiaries, except for ¢
such violations, defaults or rights to require paptthat could not reasonably be expected, indallgdwr in the aggregate, to resultin a
Material Adverse Effect, and (d) will not resulttime creation or imposition of any Lien on any asé¢he Company or any of its Subsidiar



Section 2.05 Financial Condition; No Material AdseiChange. (a) The Company has heretofore furnishiae Lenders the consolidated |
consolidating balance sheets of the Company arwbitsolidated Subsidiaries and the related statesnodéincome, stockholders equity and
cash flows (i) as of and for the fiscal years en@etbber 31, 1996, November 2, 1997 and Novemb&®48, such consolidated financial
statements being reported on by Deloitte & TouchB,lindependent public accountants, and (ii) aanaf for the fiscal quarter and the
portion of the fiscal year ended August 1, 199%tSiinancial statements present fairly, in all maleespects, the financial condition and
results of operations and cash flows of the Compantyits consolidated Subsidiaries as of such datédgor such periods in accordance with
GAAP, subject to year-end audit adjustments anébsence of footnotes in the case of the statemefieised to in clause (ii) above.

(b) Since August 1, 1999, there has been no maseheerse change in the business, assets, opesapiaspects or condition, financial or
otherwise, of the Company and the Subsidiariegrntas a whole.

ARTICLE Il
Conditions Precedent

The effectiveness of this Agreement is subjech&dondition precedent that the Administrative Agéme Documentation Agent and the
Lenders shall have received on or before Septefier999 (the "Effective Date") each of the follogyj in form and substance satisfactor
the Administrative Agent, the Documentation Agemdl she Required Lenders:

(a) counterparts of this Agreement executed by eatine Company, the Required Lenders, the Admiatise Agent and the Documentation
Agent;

(b) certified complete and correct copies of eddhe financial statements referred to in Sectid@b2and

(c) an amendment fee for the account of each Lesgieal to .04% of such Lender's Commitment togethitr all fees and disbursements
required to be paid pursuant to Section 5.04.

ARTICLE IV
Waivers

Subject to the satisfaction of the conditions setfin Article 11I, each of the Lenders hereby wes any Default or Event of Default arising
from noncompliance by the Company with Section @fithe Existing Credit Agreement for the fiscabger of the Company ended August
1, 1999 so long as the Interest Coverage Rati@@&srdined for such fiscal quarter is not less th&0 to 1.00



ARTICLE V
Miscellaneous

Section 5.01 Defined Terms. The terms used hereimat defined herein shall have the meanings msditp such terms in the Existing
Credit Agreement.

Section 5.02 Nonwaiver. Except as set forth indetiV, the terms of this Agreement shall not opeis a waiver by the Administrative
Agent, the Issuing Bank or any Lender or otheryisgudice the rights, remedies or powers of the iistrative Agent, the Issuing Bank or
any Lender under the Amended Credit Agreement, uaigle other Amended Loan Document or under appkckw. Except as set forth in
Article I: (x) no terms and provisions of the LoBncuments are modified or changed by this Agreenpzard (y) the terms and provisions of
the Loan Documents shall continue in full force aiffect.

Section 5.03 Waivers; Amendments. Any provisiothig Agreement may be amended or modified onlyrbggreement or agreements in
writing signed by the Company and the Required keesdor by the Company and the Administrative Ageating with the consent of the
Required Lenders.

Section 5.04 Expenses. The Company shall payasbreable out-of-pocket expenses incurred by theididtrative Agent and its Affiliates,
including the reasonable fees, charges and distersis of counsel for the Administrative Agent, @nnection with the preparation and
administration of this Agreement, the other Amentedn Documents or any amendments, modificationsaivers of the provisions hereof
or thereof (whether or not the transactions contataeg hereby or thereby shall be consummated).

Section 5.05 Notices. All notices and other comroatibns provided for herein shall be in writing astidll be delivered by hand or overnight
courier service, mailed by certified or registenadlil or sent by telecopy in accordance with thenteof the Amended Credit Agreement.

Section 5.06 Headings. Article and Section headamgkthe Table of Contents used herein are forexience of reference only, are not part
of this Agreement and shall not affect the constoncof, or be taken into consideration in intetjprg, this Agreement.

Section 5.07 Severability. Any provision of thisr&gment held to be invalid, illegal or unenforceahblany jurisdiction shall, as to such
jurisdiction, be ineffective to the extent of suntialidity, illegality or unenforceability withowffecting the validity, legality an
enforceability of the remaining provisions herearfg the invalidity of a particular provision in arficular jurisdiction shall not invalidate st
provision in any other jurisdictiol



Section 5.08 Counterparts; Integration; Effectismé& his Agreement may be executed in counterfamts by different parties hereto on
different counterparts), each of which shall cdngti an original, but all of which when taken tdgeatshall constitute a single contract. The
Amended Loan Documents and the separate letteemgrmts with respect to fees payable to the Admatise Agent and the Documentation
Agent constitute the entire contract among thegmrelating to the subject matter thereof and ague any and all previous agreements and
understandings, oral or written, relating to thbjeat matter hereof. Subject to the satisfactiothefconditions set forth in Article Ill, this
Agreement shall become effective when it shall Haeen executed by the Administrative Agent and whemdministrative Agent shall ha
received counterparts hereof which, when takenthagebear the signatures of each of the othergsanereto, and thereafter shall be binding
upon and inure to the benefit of the parties heaetbtheir respective successors and assigns.ddeldf an executed counterpart of a
signature page of this Agreement by telecopy siebffective as delivery of a manually executedntempart of this Agreement.

Section 5.09 Governing Law. This Agreement shakkdestrued in accordance with and governed byativeof the State of New Yorl



IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed as of the dayyaar first above written.
PHOTRONICS, INC., a Connecticut corporation

By Name:

Title:

THE CHASE MANHATTAN BANK, individually
and as Administrative Agent,

By

Name:
Title:

THE BANK OF NEW YORK, individually and as
Documentation Agent

By

Name:
Title:

FIRST UNION NATIONAL BANK

By
Name:
Title:
FLEET NATIONAL BANK
By

Name:
Title:



HSBC BANK USA

By
Name:
Title:
PEOPLE'S BANK
By
Name:
Title:

STATE STREET BANK AND TRUST COMPANY

By

Name:
Title:



Exhibit 21

LIST OF SUBSIDIARIES

State or Jurisdiction
Name of Inc orporation
Photronics International
Engineering, Inc. Virg in Islands
Photronics California, Inc. California
Photronics Texas, Inc. Texas
Photronics Financial Services, Inc. Florida
Photronics Investment Services, Inc. Nevada
Photronics-Toppan Texas, Inc. Texas
Beta Squared, Inc. C onnecticut
PLI Management Corp. Florida
Photronics Singapore Pte Ltd. Singapore
Photronics (UK) Limited England
Photronics Connecticut, Inc. C onnecticut
Photronics Colorado, Inc. Colorado
Photronics, S.A. S witzerland
Chip Canal Associates, Ltd. England
Photronics Germany GmbH & Co. KG Germany
Photronics MZD Verwaltungs GmbH Germany
Photronics MZD GmbH Germany
Photronics Arizona, Inc. Arizona
Photronics Oregon, Inc. Oregon
Photronics Texas I, L.P. Texas
Photronics Texas Il, L.P. Texas
Beta Squared I, L.P. Texas
Photronics Texas I, LLC Delaware
Photronics Texas Il, LLC Delaware

Beta Squared |, LLC Delaware



Exhibit 23
INDEPENDENT AUDITORS' CONSENT

Board of Directors and Shareholders
Photronics, Inc.
Jupiter, Florida

We consent to the incorporation by reference ini®egion Statements Nos. 333-02245, 333-50809, 7380, 33-28118, 33-47446 and 33-
78102 of Photronics,Inc. on Form8Sef our report dated December 6, 1999, except &odtnote 15, as to which the date is JanuargQ0)
appearing in this Annual Report on Form 10-K of fitwaics, Inc. for the year ended October 31, 1999.

DELOITTE & TOUCHE LLP
Hartford, Connecticut
January 20, 200



ARTICLE 5

This schedule contains summary financial infornragatracted from the Condensed Consolidated Stateofi&arnings and the
Consolidated Balance Sheet and is qualified ientirety by reference to such financial statements.

MULTIPLIER: 1000

PERIOD TYPE 12 MOS
FISCAL YEAR END OCT 31 199
PERIOD END OCT 31 199
CASH 16,26¢
SECURITIES 0
RECEIVABLES 41,52¢
ALLOWANCES 23t
INVENTORY 13,88t¢
CURRENT ASSET¢ 86,20"
PP&E 421,89¢
DEPRECIATION 139,74.
TOTAL ASSETS 410,35t
CURRENT LIABILITIES 57,01¢
BONDS 116,70:
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 23¢
OTHER SE 207,46:
TOTAL LIABILITY AND EQUITY 410,35t
SALES 223,70:
TOTAL REVENUES 223,70:
CGS 156,27t
TOTAL COSTS 156,27!
OTHER EXPENSE¢ 0
LOSS PROVISION 0
INTEREST EXPENSE 6,44~
INCOME PRETAX 16,96¢
INCOME TAX 6,30(
INCOME CONTINUING 10,66¢
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 10,66¢
EPS BASIC AE
EPS DILUTED AE
End of Filing
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