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PART |
ITEM 1. BUSINESS
General

Photronics, Inc. and its subsidiaries (the "Compamy'Photronics") is a leading manufacturer of fdmoasks, which are high precision
photographic quartz plates containing microscapiages of electronic circuits. Photomasks are aekayent in the manufacture of
semiconductors and are used as masters to tramsfeit patterns onto semiconductor wafers durhmgfabrication of integrated circuits and,
to a lesser extent, other types of electrical camepts. The Company operates principally from 18ifes, seven of which are located in the
United States, four in Europe, one in Singaporearelin Taiwan. The Company also provides maskeeltechnology consulting and data
processing services through its D2W division. SReldted Sales and Services."

During fiscal 2000, the Company continued to invests global manufacturing network and enhansédthnological and manufacturing
capabilities. In addition, the Company increaseddasearch and development activities and contitwéd/est in advanced manufacturing
equipment to allow it to meet future technologiaatl volume demands. The Company believes thaffitdsehave established it as one of the
world's leading independent photomask manufacturers

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

Fiscal 2000 Developments

During March 2000, the Company implemented a placonsolidate its mature products group in ordénd¢cease capacity utilization,
manufacturing efficiencies and customer servicevitiets worldwide. Total restructuring and relatgthrges associated with this consolida
plan of $17.5 million were recorded in the secoudrter of fiscal 2000. Of the total charge, $9.1liam related to restructuring and $8.4
million related to the impairment of intangible efss

The significant components of the consolidatiompiecluded the closing of the Company's Sunnyv@idifornia and Neuchatel, Switzerland
manufacturing facilities and the consolidation asgionalization of sales and customer service fanst The Company anticipates that the
facilities closings will maximize capacity utilizah at its remaining mature product's facilities part of the plan, the Company reduced its
workforce by approximately 125 employees. The testiring charge of $9.1 million includes $1.5 noilliof cash charges for severance
benefits paid to terminated employees which wesbudised over their entitlement periods and $2.8anifor facilities closings and lease
termination costs which were expended through DéeerR000. Additionally, non-cash charges of $5.Bioni approximated the carrying
value primarily of fixed assets associated withrttenufacturing consolidation based upon their etgaedisposition. Such assets, consisting
principally of



specialized manufacturing tools and equipment, walsequently taken out of service.

The charges also included $8.4 million relatechitmpairment in value of associated intangible&sdt was determined during the period
that such assets no longer had future economidibaméhe Company because the anticipated undistsalicumulative cash flows from these
assets were insufficient to support their carryiafye.

On June 1, 2000, the Company sold one millionsofiitregistered common shares in a private placetnetcredited institutional investors.
The proceeds of the sale, net of fees and expeaseginted to $22 million.

On June 7, 2000, Photronics completed its merger Align-Rite International, Inc. ("Align-Rite"). bider the terms of the merger agreement,
each of the 4,731,232 shares of common stock ginARite issued and outstanding as of June 7, 2@B0canverted into .85 shares of
common stock of Photronics. Cash was paid in lfeh®issuance of any fractional shares of Photothiat would otherwise have been
issued. Any stock options to acquire Align-Rite ¢coam stock that had not been exercised as of Jup@0D, became fully vested options to
acquire Photronics common stock in accordance tivéhmerger agreement. The merger constituted &ri¢axeorganization and has been
accounted for as a pooling-of-interests. Accordintile consolidated financial statements for edd¢h@three years ended October 31, 2000,
October 31, 1999 and November 1, 1998 and the guaoying notes thereto reflect the Company's firermisition, results of operations ¢
cash flows as if Align-Rite had been a wholly-owrsethsidiary of Photronics for all periods presented

Effective June 20, 2000, the Company acquired aritgjshare of the total share capital of Precissemiconductor Mask Corporation
(PSMC), a photomask manufacturer based in Taiwarggproximately $63.4 million. The acquisition waounted for as a purchase.

In October 2000, the Company relocated the photkmesufacturing operations previously conducteMesa, Arizona at facilities leased
from Motorola, Inc. ("Motorola™) to Phoenix, ArizanThis operation resulted from the Company's Déeerh997 acquisition of Motorola's
internal photomask manufacturing operations.

Manufacturing Technology

The Company manufactures photomasks, which areassathsters to transfer circuit patterns onto semdigctor wafers. The Company's
photomasks are manufactured in accordance withitilesigns provided on a confidential basis byitstomers. The typical manufacturing
process for one of the Company's photomasks ingakeeipt and conversion of circuit design datamémufacturing pattern data. A
lithography system then exposes the circuit patato the photomask blank. The exposed areas sselded and etched to produce that
pattern on the photomask. The photomask is inspdotedefects and conformity to the customer desligia, any defects are repaired, any
required pellicles (or protective membranes) amiag and, after final cleaning, the photomaskhigpged to the customer.
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The Company currently supports customers acrostlihgpectrum of integrated circuit productionheologies by manufacturing
photomasks using electron beam or laser-baseddkxiies and, to a significantly lesser degree capbased technologies. Laser-based and
electron beam systems are the predominant techieelaged for photomask manufacturing. These teores are 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 theahasmtced processing techniques to produce VL3Y (aege-scale integrated circuit)
devices. The Company currently owns a number @frlaad electron beam systems and has committeat¢bgse additional advanced
systems in order to maintain technological leadprsbompared to laser or electron beam generatetbptasks, the production of
photomasks by the optical method is less experaideprecise. The optical method traditionally isduen less complex and lower priced
photomasks.

The first several layers of photomasks sometimesequired to be delivered by the Company withirh@drs from the time it receives a
customer's design. The ability to manufacture ljghlity photomasks within short time periods iselggent upon efficient manufacturing
methods, high yield and high equipment reliabilithe Company believes that it meets these requiteniy making significant investments
in manufacturing and data processing systems atigtgtal process control methods to optimize tlenafacturing 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 ifje level of precision, quality and yields requir&hch photomask is inspected several t
during the manufacturing process to ensure comggiavith customer specifications. The Company hagengasubstantial investment in
equipment to inspect and repair photomasks anddore that customer specifications are met. Aftepéction and any necessary repair, the
Company utilizes technological processes to clearphotomasks prior to shipment.

Sales and Marketing

The market for photomasks primarily consists of dstit and foreign semiconductor manufacturers asijders including manufacturers
that have the capability to manufacture photomaSkserally, the Company and each of its custonmegage in a qualification and
correlation process before the Company becomegnoeed supplier. Thereafter, the Company typica#igotiates pricing parameters for a
customer's orders based on the customer's spéicifisdo expedite the placement of individual pas#horders. Some prices may remain in
effect for an extended period. The Company entgosgurchase arrangements, based on the undersgahdi, as long as the Company's
performance is competitive, the Company will reeedvspecified percentage of that customer's phaomeguirements.

The Company conducts its sales and marketing esyprimarily through a staff of full-time salesrponnel and customer service
representatives who work closely with the Compamasagement and technical personnel. In addition to
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the sales personnel at the Company's manufactiaailgies, the Company has sales offices througlioe United States, Europe and Asia.

The Company supports international customers thrdnagh its domestic and foreign facilities. The @amy considers its presence in
international markets important to attracting nexstomers, providing global solutions to its exigtoustomers and serving customers that
utilize manufacturing foundries outside of the @ditStates, principally in Asia. For a statemerthefamount of net sales, operating income
or loss, and identifiable assets attributable whed the Company's geographic areas of operatsmesNote 13 of Notes to the Consolidated
Financial Statements.

Related Sales and Services

The Company's D2W division, located in Fremont,fGatia offers mask-related design to wafer tecbgglconsulting and data processing
services to the semiconductor industry. D2W's @mi/represented less than 1% of the Company'sates$ during fiscal 2000.

Customers

The Company primarily sells its products to leadsegniconductor manufacturers. The Company's laggesomers during fiscal 2000
included the following:

Atmel Corporation Mitel

ASM Lithography Motorola

Chartered Semiconductor National Se miconductor
Conexant On Semicond uctor

Intersil Philips Ele ctronics
International Business Machines Seagate

Linear Tech ST Microele ctronics

LSI Logic Texas Instr uments

Lucent Technologies Triquint Se miconductor
Maxim United Micr oelectronics Corp.

The Company has continually expanded its custorage land, during fiscal 2000, sold its productsserdices to approximately 600
customers. During fiscal 2000, no single custoneepanted for more than 10% of the Company's nessdhe Company's five largest
customers, in the aggregate, accounted for appeirign36% of net sales in fiscal 2000. A significdacrease in the amount of sales to any
of these customers could have a material advefset @ the financial performance and businessgers of the Company.

Research and Development

The Company conducts ongoing research and develggmagrams intended to maintain the Company'selestip in technology and
manufacturing efficiency. Since fiscal 1994, thex@pany has increased its investment in researclidlenelopment activities and current
efforts include deep ultraviolet, phase-shift aptical proximity correction photomasks for advansethiconductor manufacturing as well as
photomasks for next generation lithography ("NGIlg9st-optical” manufacturing technologies. Phasé-ahd optical proximity
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correction photomasks use advanced lithographyntquks for enhanced resolutions of images on acsemuctor wafer. NGL technologies
use an exposure source other than light (such agayor electron beam source) for wafer patteyraind are designed for the manufacture of
integrated circuits with critical dimensions beltvat believed possible with currently utilized @i exposure methods. Post-optical
manufacturing technologies are still under develepnand have not yet been adopted as standardghi@mumethods. Since July 1999, NGL
research and development has been conducted iectiomwith the Company's research and developraritire with IBM. The Company
incurred expenses of $20.7 million, $16.6 milliord&13.4 million for research and developmentsodl 2000, 1999 and 1998, respectively.
The Company believes that it owns or controls alliproprietary information necessary for its bassas presently conducted. Recently
Company has either applied for or been grantedrakpatents pertaining to its business segment.Cldmapany believes that its intellectual
property is and will continue to be important te thompany's technical leadership in the field ajtpasks.

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 Priniog Ltd. ["Toppan”], Hoya Corporation ["Hoya"] atticoat Corporation ["Ulcoat"]),
pellicles (which are protective transparent cebelonembranes) and electronic grade chemicals ngbd manufacturing process. Such
materials are generally available from a numbesupipliers and the Company is not dependent on a@opplier for its raw materials. The
Company believes that its utilization of a broadge of suppliers enables it to access the mostaddamaterial technology available. The
Company has established purchasing arrangememt®adh of Toppan, Hoya and Ulcoat and it is expetttat the Company will purchase
substantially all of its photomask blanks from TappHoya and Ulcoat as long as their price, quadig}ivery and service are competitive.

The Company relies on a limited number of equipnsepipliers to develop and supply the equipment uséte photomask manufacturing
process. Although the Company has been able tenobg@ipment on a timely basis, the inability tdab equipment when required could
adversely affect the Company's business and resfutiserations. The Company also relies on theppliis to develop future generations of
manufacturing systems to support the Company'sneagents.

Backlog

The first several levels of photomasks for a cirsbimetimes are required to be shipped within 2¢$10of receiving a customer's design.
Because of the short period between order and ghnipdates (typically from one day to two weeks)daignificant amount of the Compan
sales, the dollar amount of current backlog iscusisidered to be a reliable indication of futuresaolume.
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Competition

The photomask industry is highly competitive andstaf 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 deljwexs 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 @ 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 relsmitlependents 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.

Based upon available market information, the Comgmalieves that it has a larger share of the Urtiiedes market than any other photon
manufacturer and that it is one of the largest @maisk manufacturers in the world. Competitors enltited States include DuPont
Photomasks, Inc., and in international markets,Nlppon Printing, Toppan, Hoya, DuPont, Taiwan M&skp., PKL Corporation and
Compugraphics. In addition, some of the Companyssoeners possess their own captive facilities fanuafacturing photomasks and certain
semiconductor manufacturers market their photomaeskufacturing services to outside customers asageib their internal organization.

Employees

As of October 31, 2000, the Company employed apprately 1,650 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 are represented by a union.

ITEM 1A. EXECUTIVE OFFICERS OF REGISTRANT

The names of the executive officers of the Compameyset 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 POSITIO N OFFICER SINCE
Constantine S. Macricostas, 65 Chairma n of the 1974
Board, Chief
Executi ve Officer
and Dir ector



Michael J. Yomazzo, 58 Vice Ch airman 1977
and Dir ector

James L. Mac Donald, 54 Preside nt 2000
and Dir ector

Robert J. Bollo, 56 Senior Vice 1994
Preside nt
and Chi ef Financial
Officer

James A. Eder, 55 Vice Pr esident, 2001
Secreta ry and
General Counsel

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

Constantine S. Macricostas was elected to his cup@sition in July 2000. From August 1997 to J2A80, he was the Chairman of the
Board. Prior to that date he was the Chief Exeeutificer of the Company.

Michael J. Yomazzo has been Vice Chairman sincealsri, 1999. From August 1997 until January 19@9served as President and Chief
Executive Officer and from January 1994 until Augl@97 he served as President and Chief Operatffice©

James L. Mac Donald has been President since 008. Prior to the merger of the Company and Aligre Rternational, Inc. in June 2000,
he was the Chairman and Chief Executive Officehlain-Rite, a company which he founded in 1970.

Robert J. Bollo was elected Senior Vice Presidadt@hief Financial Officer in July 2000. Prior twat date he was the Vice President and
Chief Financial Officer.

James A. Eder has been Vice President, Secretdriganeral Counsel since January 2001. Prior todduat, he was Vice President, Secre
and General Counsel of Kollmorgen Corporation fiqpraximately ten years.
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ITEM 2. DESCRIPTION OF PROPERTY

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

FACILIT Y SIZE TYPE OF
LOCATION (SQ. FT.) INTEREST
Allen, TX 60,0 00 Owned
Austin, TX 50,0 00 Owned
Brookfield, CT (Building #1) 19,6 00 Owned
Brookfield, CT (Building #2) 20,0 00 Leased
Burbank, CA 32,0 00 Leased
Milpitas, CA (2 buildings) 49,0 00 Leased
Palm Bay, FL 33,6 75 Leased
Phoenix, AZ 30,0 00 Leased
Manchester, England 42,0 00 Owned
Bridgend, South Wales 27,1 15 Leased
Dresden, Germany 10,0 00 Leased
Heilbronn, Germany 12,1 20 Leased
Singapore 20,0 00 Leased
Hsin-chu, Taiwan 73,0 00 Leased

Lease terms range from five years with optionseteew up to twenty years for other facilities. Imitidn, the Company leases office space in
several domestic and foreign locations. The Comatigves that its existing manufacturing facibtere adequate for its business as
presently conducted. The Company evaluates, froma to time, opportunities for further plant expansat existing sites. The Company
believes that it substantially utilized its manuéaing facilities during fiscal 2000.

The leased properties in Brookfield, Connecticts,laased from entities controlled by Constantin®&cricostas under fixed lease rates
which were determined by reference to fair marleti@ rates at the beginning of the respective lease Mr. Macricostas is Chairman of -
Board, Chief Executive Officer and a Director of tBiompany.

ITEM 3. LEGAL PROCEEDINGS

The Company is subject to various claims whicheainisthe ordinary course of business. The Compaifigues such claims, individually or
the aggregate, will not have a material adversecafin the business of the Company.

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 o¢dis2000.
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY
AND RELATED SHAREHOLDERS' 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 paedloa each quarter for fiscal year 2000 and 198%eported on the NASDAQ NMS.

Hi gh Low

Fiscal Year Ended October 31, 2000:

Quarter Ended January 30,2000 $36 .13 $18.13

Quarter Ended April 30, 2000 46 .50 23.94

Quarter Ended July 31,2000 33 .69 19.25

Quarter Ended October 31, 2000 30 .00 15.38
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

On December 29, 2000, the closing sale price f®iGbmmon Stock as reported by NASDAQ was $23.44eBan information available to
the Company, the Company believes it has approrim&8t000 beneficial shareholders.

The Company has not paid any cash dividends toatatefor the foreseeable future, anticipatesahatings will continue to be retained for
use in its business.

ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data, which hasrmadjusted as if Align-Rite was a consolidatedglytowned subsidiary of the Company
for all periods presented, is derived from the Canys consolidated financial statements. The dadald be read in conjunction with the
consolidated financial statements and notes thardoother financial information included elsewhieréhis Form 10-K. All share and per
share amounts have been adjusted for a two-fostmod split for shareholders of record on Noveni&r1i997.
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October
2000

OPERATING DATA:

Net sales $ 331,21
Costs and expenses:

Cost of sales 220,65

Selling, general and

administrative 46,05

Research and development 20,73

Restructuring, merger and

related charges 23,00
Operating income 20,77
Other income (expense):

Interest expense (11,09
Interest and other income, net 5,78

Income before income taxes

and minority interest 15,46
Provision for income taxes 4,70
Minority interest (58
Netincome $ 10,17

Earnings per share:

Basic $ 03

Diluted $ 03

Weighted average number of
common shares outstanding

Basic 28,76

Diluted 29,83

October 31, Oc
2000

BALANCE SHEET DATA:

Working capital $ 87,024 $
Property, plant and equipment 395,281

Total assets 609,561
Long-term debt 202,797
Shareholders' equity 293,980

Years Ended

31, October 31, November 1, November 2, October
1999

1998

1997 1996

(in thousands, except per share amounts)

2 $277,395 $269,293 $235452 $193.3

0 193,467 170,864 145,032 118,7
9 40,119 36,235 31,012 26,6
1 16,611 13,402 10,938 8,6
0 - 3,800 - -
2 27,198 44,992 48,470 39,2
1) (7,731) (6,703) (2,706) (2
3 3,335 4,581 4,053 2,2
4 22,802 42,870 49,817 41,2
0 8,354 16,288 18,856 15,1
8) - - - 1
6 $ 14,448 $ 26,582 $ 30,961 $ 25,9
5 % 052 $ 09 $ 112 $ O
4 $ 051 $ 092 $ 107 $ O
1 27,800 28,123 27,638 26,3
1 28,105 33,093 30,707 27,9
tober 31, November 1, November 2, Oct
1999 1998 1997
33,484 $ 43,506 $92,125 $3
348,144 282,964 225,902 13
502,309 421,702 403,993 24
148,281 104,261 106,194
254,130 238,196 217,348 18

11

61

58

50
58



ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
Results of Operations for the Years Ended OctolbheP300, October 31, 1999 and November 1, 1998
OVERVIEW

On June 7, 2000, the Company completed its merghrAlign-Rite International, Inc. ("Align-Rite")an independent publicly traded
manufacturer of photomasks in the United Statestandpe. Under the terms of the Merger Agreemextth ef the 4,731,232 shares of
common stock of AligrRite issued and outstanding as of June 7, 200Gcomgerted into .85 shares of common stock of Phatso Cash we
paid in lieu of the issuance of any fractional sisasf Photronics that would otherwise have bearethsAny stock options to acquire Align-
Rite common stock that had not been exercised asref 7, 2000 became fully vested options to aediifotronics common stock in
accordance with the Merger Agreement. The Compeaogrded expenses of $5.5 million in fiscal 200@tieg to costs incurred in connect|
with this transaction. Such costs consisted pripafifees for investment bankers, attorneys, antamts, financial printing and other related
charges. The transaction was accounted for aslmgeaf-interests. Accordingly, the consolidateddncial statements, the accompanying
notes and this management discussion and analstsbeen restated to reflect the Company's finhpogition, results of operations and
cash flows as if Align-Rite was a consolidated, ifrowned subsidiary of the Company for all perigmssented.

During fiscal 2000 the Company acquired a majasftgre of Precision Semiconductor Mask CorporafR$iMC), a photomask manufacturer
based in Taiwan, for approximately $63.4 milliotmeTacquisition was accounted for as a purchaseopérating results of PSMC have been
included in the Consolidated Statement of Earnfrg® June 20, 2000. These facilities, together withCompany's U.S. facilities, comprise
a global manufacturing network supporting semicatoiufabricators in the Asian, European and Nonthehican markets. As a result of the
Company's globalization, revenues from foreign apiens have grown to approximately 28% in 2000 carag to 22% in 1999 and 21% in
1998.

In fiscal year 1999, the Company acquired Harrigg@mtion's Imaging Technology Group (ITG) semiaactdr business unit, a photomask
manufacturer located in Florida. In fiscal year 89%he Company acquired the internal photomask faaturing operations of Motorola, Inc.
in Mesa, Arizona, and commenced operations ingtgly constructed Austin, Texas facility.

The Company's growth in recent years has also affected by the rapid technological changes takiage in the semiconductor industry
resulting in a greater mix of high-end photomasiureements for more complex integrated circuit gesi However, a cyclical slow-down
experienced by the semiconductor industry begamatipg the release of new integrated circuit destgrphotomask manufacturers in the
middle of fiscal 1998. As a result, the Companyezignced weakness in photomask demand and acoeshit@npetitive pressures, especi
for more mature technologies, during the seconfididiscal 1998. In 1999 and early 2000, the Compeontinued to see a weakness in
selling prices
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for more mature technologies, but experienced areése in unit volumes and a better mix of ordersiigh-end technology products. The
Company cannot predict the duration of such cytliwdustry conditions or their impact on its futwperating results.

Both revenues and costs have been affected byt¢hesised demand for high-end technology photontasksequire 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 captgdenditures for new facilities and equipment tppsrt its customers' requirements for f
technology products exceeded $205 million for tire¢ years ended October 31, 2000, resulting imfgignt increases in operating expen:
Based on the anticipated technological changdsaiinidustry, the Company expects these trendsrtincee.

RESULTS OF OPERATIONS
The following table represents selected operatifigrmation expressed as a percentage of net sales:

Years Ended

Octo ber 31, October 31, November 1,

2 000 1999 1998

Net sales 1 00.0%  100.0%  100.0%
Cost of sales 66.6 69.7 63.4
Gross margin 33.4 30.3 36.6
Selling, general and

administrative expenses 13.9 14.5 13.5
Research and development

expenses 6.3 6.0 5.0

Operating income before restructuring,
merger and related charges 13.2% 9.8% 18.1%

NET SALES

Net sales for the fiscal year ended October 31020€reased 19.4% to $331.2 million, compared t67$%2 million in 1999. By geograph
area, North American sales increased by $23.7anilir 11%, Asian sales increased by $19.3 millioh58% and European sales increased
$10.8 million or 22%. Factors contributing to tinereased sales during 2000 include an improved saile of high-end technology products,
which have higher average selling prices, increasétdvolume associated with increased design sefeand continued global expansion of
the Company's manufacturing network. During thet tiralf of 1999 the Company continued to experiendewnturn in the global
semiconductor industry that resulted in a slow-dawnew design releases and price reductions foumagroducts. The Company continues
to benefit from its investment
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in high-end manufacturing capability through a msift towards high-end products.

Net sales for the fiscal year ended October 31918&eased 3.0% to $277.4 million, compared tod$2énillion in 1998. The increase w
due to an increase in sales from Photronics' Eampperations, partially offset by a decrease lessgomestically and in Asia. European
sales increased as a result of higher unit volBa&s in Asia decreased primarily as a result gateorders for Asian customers being
manufactured in the United States. The domesticedse was primarily attributable to a decreasednage selling prices on mature
technologies, offset by higher unit volumes an@#ds mix of high-end products.

GROSS MARGIN

Gross margin for the year ended October 31, 206@ased to 33.4% from 30.3% for the year endedi@ct®l, 1999. The increase in 2000
was attributable to improved absorption of fixedtsdrom higher sales, a greater mix of high-estiielogy products, increased capacity
utilization associated with improved unit volumasd efficiencies realized from the Company's recestructuring. The increase was parti
mitigated by lower gross margins at the Compang\glyracquired PSMC subsidiary in Taiwan.

Gross margins for the year ended October 31, 1886rdsed to 30.3% compared to 36.6% in 1998 pafigipecause of higher depreciation
and other fixed costs incurred in anticipationtd tndustry's rapid move to higher-end technolodiepreciation and amortization of
property, plant and equipment increased 25.9% 8916 $45.0 million from $35.7 million in 1998. &ddition, the Company experienced
competitive pricing pressures, higher equipmentnteaiance, materials and labor costs in fiscal 1999.

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

Selling, general and administrative expenses ised4.8% during 2000 to $46.1 million, or 13.9%ales, from $40.1 million, or 14.5% of
sales in 1999. The higher expenses were due pailhcijp increased staffing and other support castsociated with the Company's continued
global expansion, including the costs incurredSME in Taiwan and growth of the Company's informatiechnology infrastructure.

Selling, general and administrative expenses ise@a0.7% during 1999 to $40.1 million, or 14.5%ales, from $36.2 million, or 13.5% of
sales in 1998. The increase was primarily due eavtir related expenses including information systantcommunications costs which were
expended to ensure an infrastructure commensuittéPwotronics' expansion. Other growtiated costs, including compensation and tre
also increased in 1999.
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RESEARCH AND DEVELOPMENT

Research and development expenses for the yead €aleber 31, 2000, increased 24.8% to $20.7 millw 6.3% of sales, from $16.6
million, or 6.0% of sales in 1999. This increaskes the continuing development of the Compapyprietary process technologies such as
Nano Range Il and Ultra Res, and its advanced, mamplex photomasks such as phase shift, opticaimity correction and Ne»

Generation Lithography (NGL) applications.

Research and development expenses for the yead €aleber 31, 1999, increased by 23.9% to $16.6amjlor 6.0% of sales, from $13.4
million or 5.0% of sales in 1998. The increasea&f continued work on advanced photomasks uiijipistical 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.

RESTRUCTURING, MERGER AND RELATED CHARGES

In the third quarter of fiscal 2000, the Compangoreled a pre-tax charge of approximately $5.5 arilfior transaction costs incurred in
connection with the Align-Rite merger. Such costsgisted primarily of investment banking, legakb@amting, financial printing and other
related charges.

During March 2000, the Company implemented a placonsolidate its mature products group in ordénd¢cease capacity utilization,
manufacturing efficiencies and customer servicevitiets worldwide. Total restructuring and relatgthrges associated with this consolida
plan of $17.5 million were recorded in the secoudrter of fiscal 2000. Of the total charge, $9.1liam related to restructuring and $8.4
million related to the impairment of intangible atss

The significant components of the consolidatiompiecluded the closing of the Company's Sunnyv@idifornia and Neuchatel, Switzerland
manufacturing facilities and the consolidation asgionalization of sales and customer service fanst The Company anticipates that the
closing of the Sunnyvale and Neuchatel facilitie mvaximize capacity utilization at its remainimgature products facilities. As part of the
plan, the Company reduced its work force by appnately 125 employees. The restructuring charge9df fillion includes $1.5 million of
cash charges for severance benefits paid to tetedremployees which was disbursed over their entght periods and $2.3 million for
facilities closings and lease termination costisd@xpended through the first quarter of 2001. Aaldklly, non-cash charges of $5.3 million
approximated the carrying value primarily of fixassets associated with the manufacturing consmlihased upon their expected
disposition. Such assets, consisting principallgpEcialized manufacturing tools and equipmentewebsequently taken out of service.

The charges also included $8.4 million relatechtvitmpairment in value of associated intangiblesdt was determined during the period
that such assets no longer had future economidibaméhe Company because the anticipated undistsalicumulative cash flows from these
assets were insufficient to support their carryiafye.
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The Company recorded a restructuring charge of ®8IBn during fiscal 1998 in connection with thetimization of its North American
operations. After tax, the charge amounted to $#lion or $0.07 per share on a diluted basis.

OTHER INCOME AND EXPENSE

Other expense, net, consists principally of inteegpense, offset by investment and other incontieeiGexpense, net increased to $5.3 mi
in 2000 compared to $4.4 million in 1999. Increasedrest expense was associated with increasedviiogs, principally associated with t
PSMC acquisition. This increase was partially naitayl by increased gains from the sale of investsnent

Net other expense increased $2.3 million in 1998mared to 1998, to $4.4 million, as a result oheiginterest 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 year.

Foreign currency transaction gains or losses wetaignificant in fiscal years 2000, 1999 and 1998.
INCOME TAXES

The Company provided federal, state and foreigarmetaxes at a combined effective annual tax fa3d 6% in 2000, compared to 36.6%
1999 and 38.0% in 1998. The lower rate in 2000 pvamarily due to higher income in countries whére Company has government granted
tax exemptions, together with higher research awldpment and other tax credits.

MINORITY INTEREST IN CONSOLIDATED SUBSIDIARY
The minority interest expense of $0.6 million isdal 2000 reflects the minority share of incomefi®@SMC.
NET INCOME AND EARNINGS PER SHARE

Net income for the year ended October 31, 2000 edsed to $10.2 million, or $0.34 per diluted sheoenpared to $14.4 million, or $0..
per diluted share in 1999. Fiscal year 2000 indutie effect of the restructuring, merger, andteel@aharges amounting to $14.8 million a
tax, or $0.52 per diluted share.

Net income for the year ended October 31, 1999%dsed 45.6% to $14.4 million, or $0.51 per diligkdre, compared to $26.6 million,
$0.92 per diluted share in the prior year. Net medor the year ended November 1, 1998 decreasééolid $26.6 million, or $0.92 per
diluted share, compared with $31.0 million or $1p@T diluted share in the prior year.

Fiscal 1998 included an after tax restructuringrgbaf $2.4 million or $0.07 per diluted share.
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LIQUIDITY AND CAPITAL RESOURCES

The Company's working capital at October 31, 2088 $87.0 million compared with $33.5 million at Glwér 31, 1999. The increase in
working capital is due primarily to higher cashuiéiag from increased borrowings under the Commuowpsecured revolving credit agreen
coupled with higher accounts receivable associitfdthe increased sales in fiscal 2000 and loweoants payable. Cash and cash
equivalents at October 31, 2000 were $38.1 miiompared to $23.1 million at October 31, 1999. Gaslvided by operating activities for
the year ended October 31, 2000 was $49.6 millemnpared to $65.0 million for the year ended Oct@ier1999. This decrease is primarily
attributable to a decrease in accounts payablaecmials of $28.0 million from October 31, 1999npipally due to the timing of progress
payments for capital equipment coming due durirgptériod.

Cash used by investing activities of $74.3 millmmsisted principally of the acquisition of PSMQlarapital equipment purchases. The
Company expects capital expenditures for 2001 tapgpeoximately $90.0 million. Capital expenditufes2001 will be used primarily to
continue to expand the Company's high-end techoagaability.

Cash flows from financing activities of $42.8 nulti consisted principally of $32.4 million in prodserom the issuance of common stock
increased net borrowings of $10.4 million. The migjoof proceeds from the issuance of common stesklted from the sale of one million
shares of common stock. The increased net borr@aprigharily resulted from the PSMC acquisition.

Photronics' commitments represent investmentsditiadal manufacturing capacity as well as advaregaipment for the production of high-
end, more complex photomasks. At October 31, 2B@0tronics had commitments outstanding for capiakenditures of approximately $50

million. Additional commitments for capital requinents are expected to be incurred during fiscall20Bie Company expects to continue to
use its working capital and bank lines of creditinance its capital expenditures.

The Company maintains an unsecured $125 millionnsiti@d revolving credit facility available at anyne through the end of fiscal year
2003. The Company's $125 million unsecured revglaredit facility was amended as of April 28, 2000order to obtain the lenders'
consent to the Align-Rite and PSMC acquisitionsl Bmmodify certain covenants and definitions immection with the restructuring. The
Company is subject to compliance with and mainteaanf certain financial covenants and ratios sehfim the credit facility, as amended.
October 31, 2000, the Company had $68.7 millionuibtanding borrowings under the revolving credldilfty and $56.3 million was
available under the facility. The Company beliethett its currently available resources, togetheh it capacity for substantial growth anc
accessibility to other debt and equity financingrses, are sufficient to satisfy its cash requinetséor the foreseeable future.
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EFFECT OF NEW ACCOUNTING STANDARDS

In June 1998, the Financial Accounting Standardsr@¢'FASB") issued SFAS No. 133, "Accounting fogrivative Instruments and Hedg
Activities," which requires that an entity recogmnill derivatives as either assets or liabilitiets consolidated balance sheet at fair value.
The accounting for changes in fair value of a ddiixe depends on the intended use of the derivatideits resulting designation. The
Company is required to adopt this standard, as deterby SFAS No. 138, in the first quarter of flsgear 2001. The Company has evaluated
the effect that these new standards will have erCbmpany's financial statements. The Company wloesxpect to record a significant
transition adjustment in the first quarter of fisgaar 2001 and does not expect these standatas/a significant impact on its financial
position, results of operations or cash flows gtéil year 2001.

ITEM 7A QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET 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 openagicand as a result, is subject to
changes in foreign exchange rates of the variougicies. Changes in exchange rates can positiveiggatively effect the Company's sales,
gross margins and retained earnings. The Comp#aypts to minimize currency exposure risk by pranigiéts products in the same country
or region in which the products are sold and thegdmerating revenues and incurring expenses isah® currency and by managing its
working capital; there can be no assurance thataproach will be successful, especially in thenéwof a significant and sudden decline in
the value of any of the international currenciethef Company's worldwide operations. At OctoberZ2I00 the Company had no outstanding
foreign exchange contracts. The Company does myzgenin purchasing forward exchange contractsgfecudative purposes.

INTEREST RATE RISK

The majority of the Company's borrowings are inftiven of its convertible subordinated notes, whiglar interest at the fixed rate of 6%, its
unsecured revolving credit facility, which currgniiears interest between 7% and 8% and secured pay@able which bear interest between
approximately 6% and 8%. The Company does not éxjiemges in interest rates to have a materiattedie income or cash flows in 2001,
although there can be no assurances that intetestwill not significantly change.
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Forward looking information

Certain statements in this report are consideraavdrd looking statements” within the meaning @& Brivate Securities Litigation Reform
Act of 1995. All forward-looking statements involvisks and uncertainties. In particular, any staehtontained in this Annual Report on
Form 10-K, in press releases, written statementdhmr documents filed with the Securities and Bxgfe Commission, or in the Company's
communications and discussions with investors axadyats in the normal course of business througétimgs, phone calls and conference
calls, regarding the consummation and benefitsiiré acquisitions, expectations with respect torusales, financial performance,
operating efficiencies and product expansion, abgest to known and unknown risks, uncertainties @ontingencies, many of which are
beyond the control of the Company. These factong caase actual results, performance or achievenewiiffer materially from anticipated
results, performances or achievements. Factorsrtlggit affect such forward looking statements idelubut are not limited to, overall
economic and business conditions; the demand aipteof orders for the Company's products; contipetfactors in the industries and
geographic markets in which the Company competemng@es in federal, state and foreign tax requirésn@mcluding tax rate changes, new
tax laws and revised tax law interpretations);@menpany's ability to place new equipment in sereiga timely basis; interest rate
fluctuations and other capital market conditionsjuding foreign currency rate fluctuations; ecomoand political conditions in international
markets; the ability to achieve anticipated syresgind other cost savings in connection with adqns and productivity programs; the
timing, impact and other uncertainties of futurgqusitions; the seasonal and cyclical nature ofs#miconductor industry; the availability of
capital; management changes; the ability to futllze its tools; the ability of the Company to edee desired yields pricing, product mix, and
market acceptance of its products; and changeximoblogy. Any forward-looking statements shouldbasidered in light of these factors.
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INDEPENDENT AUDITORS' REPORT

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

We have audited the consolidated balance she@baifonics, Inc. and its subsidiaries as of Oct@1e2000 and 1999, and the related
consolidated statements of earnings, shareholgigugy and cash flows for each of the three yaathé period ended October 31, 2000.
These consolidated financial statements are thmnsibility of the Company's management. Our resjtdlity is to express an opinion on
these consolidated financial statements based oaudlits. The consolidated financial statements gétroactive effect to the merger of
Photronics, Inc. and Align-Rite International, Inwhich has been accounted for as a pooling oféste as described in Note 2 to the
consolidated financial statements. We did not aiditconsolidated statements of operations, shiatefsbequity and cash flows of AligRite
International, Inc. and subsidiaries for the yeatezl March 31, 1998, which are consolidated asrifbestin Note 2, and reflect total revenues
and net income of 17% and 23% for the year endediber 1, 1998. Those statements were auditedhey atiditors whose report has been
furnished to us, and our opinion, insofar as ted to amounts included for Align-Rite Internaéibimc. and subsidiaries for 1998, is based
solely on the report of such other auditors.

We conducted our audits in accordance with aud&iagdards generally accepted in the United StdtAsnerica. Those standards require
that we plan and perform the audit to obtain reabtmassurance about whether the financial statsnaes free of material misstatement. An
audit includes examining, on a test basis, evidsnpporting the amounts and disclosures in then6igh statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audits and thertef the other auditors provide a reasonabléstfas our opinion.

In our opinion, based on our audits and the repfattte other auditors, the consolidated finandialesnents referred to above present fairly, in
all material respects, the financial position obfbnics, Inc. and its subsidiaries as of Octolder2®00 and 1999, and the results of their
operations and their cash flows for each of thedtyears in the period ended October 31, 2000rfocmity with accounting principles
generally accepted in the United States of America.

Hartford, Connecticut
December 6, 2000
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REPORT OF INDEPENDENT ACCOUNTANTS
To the Board of Directors and Shareholders Phatsprinc.

In our opinion, the consolidated statements of apems, shareholders' equity, and cash flows ajmRite International, Inc. and subsidiaries
(not presented herein) present fairly, in all mateespects, the results of their operations &ed tash flows for the year ended March 31,
1998, in conformity with accounting principles geadty accepted in the United States. These findistédements are the responsibility of the
Company's management; our responsibility is to@san opinion on these financial statements t@sedr audit. We conducted our audit
of these statements in accordance with auditinydstals generally accepted in the United Stateshnieiquire that we plan and perform the
audit to obtain reasonable assurance about whigtthdinancial statements are free of material rateshent. An audit includes examining, on
a test basis, evidence supporting the amounts ianlbsgures in the financial statements, asseshm@dcounting principles used and
significant estimates made by management, and a¥aduthe overall financial statement presentative.believe that our audit provides a
reasonable basis for the opinion expressed aboechdte not audited the consolidated financial states of Align-Rite International, Inc.
and subsidiaries for any period subsequent to MatgH999.

/sl PricewaterhouseCoopers LLP
Pri cewat er houseCoopers LLP

Los Angeles, California
May 28, 1998
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PHOTRONICS, INC. AND SUBSIDIARIES

Consolidated Balance Sheet

(dollars in thousands)

Octo
Assets 2

Current assets:
Cash and cash equivalents $
Accounts receivable (less allowance
for doubtful accounts of $881
in 2000 and $692 in 1999)
Inventories
Deferred income taxes
Other current assets

Total current assets 1
Property, plant and equipment, net 3
Intangible assets, net

Investments
Other assets

See accompanying notes to consolidated financsgisients.
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October 31,
1999

$ 23,115

50,899
17,444
5,458

6,098

$ 502,309




PHOTRONICS, INC. AND SUBSIDIARIES
Consolidated Balance Sheet

(dollars in thousands, except per share amounts)

Liabilities and October 31, October 31,
Shareholders' Equity 2000 1999
Current liabilities:
Current portion of long-term debt $ 849 $ 1574
Accounts payable 37,917 51,724
Accrued salaries and wages 5,264 2,490
Accrued interest payable 2,720 2,636
Other accrued liabilities 4,819 11,106
Total current liabilities 51,569 69,530
Long-term debt 202,797 148,281
Deferred income taxes 30,927 25,297
Other liabilities 3,162 5,071
Total liabilities 288,455 248,179
Minority interest 27,126 -

Commitments and contingencies

Shareholders' equity:
Preferred stock, $0.01 par value,
2,000,000 shares authorized,
none issued and outstanding - -

Common stock, $0.01 par value,
75,000,000 shares authorized,

29,668,000 shares issued and outstanding
at October 31, 2000 and 27,925,000 shares

issued and outstanding at October 31, 1999 297 279
Additional paid-in capital 136,445 99,544
Retained earnings 167,246 156,929
Accumulated other comprehensive
loss (9,877) (2,571)
Deferred compensation on
restricted stock (131) (51)
Total shareholders' equity 293,980 254,130

$609,561  $502,309

See accompanying notes to consolidated financsstents.
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PHOTRONICS, INC. AND SUBSIDIARIES
Consolidated Statement of Earnings
(in thousands, except per share amounts)

Years Ended

October 31, October 31, November 1,
2000 1999 1998
Net sales $331,2 12 $277,395 $269,293
Costs and expenses:
Cost of sales 220,6 50 193,467 170,864
Selling, general
and administrative 46,0 59 40,119 36,235
Research and development 20,7 31 16,611 13,402
Restructuring, merger and
related charges 23,0 00 -- 3,800
Operating income 20,7 72 27,198 44,992

Other income (expense):
Interest expense (11,0 91) (7,731) (6,703)

Investment and other income, net 57 83 3,335 4,581

Income before provision for income taxes

and minority interest 15,4 64 22,802 42,870
Provision for income taxes 4,7 00 8,354 16,288
Income before minority inter-e—;tm 10,7 ;3—4 “":-L-z;;l48 ------- 2 23,582
Minority interest in income of
consolidated subsidiary 5 88) - -

Net income $ 10,1 76 $ 14,448 $ 26,582

Earnings per share:
Basic $ 0. 35 $ 052 $ 0.95

Diluted $ 0. 34 $ 051 $ 0092

Weighted average number of
common shares outstanding:
Basic 28,7 61 27,800 28,123

Diluted 29,8 31 28,105 33,093

See accompanying notes to consolidated financsstents.
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PHOTRONICS, INC. AND SUBSIDIARIES

Consolidated Statement of Shareholders' Equity &Baded October 31, 2000 and 1999 and Novemb&98B, 1

Common Stock

Shares Amoun

Balance at
November 2, 1997 28,054

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 404

Amortization of re-
stricted stock to
compensation expense -

Common stock repurchases 5
Balance at
November 1, 1998 27,958

Comprehensive Income:
Net income -- --

Adjustment to reflect

Align-Rite's results for

the period from April 1, 1998

to September 30, 1998 -

Change in unrealized
gains on investments --

Foreign currency
translation adjustment -

Total comprehensive income

Sale of common stock
through employee stock
option and purchase plans 467

Amortization of re-
stricted stock to
compensation expense -

t

(in thousands)

Accumulated Other Compre
Income (Loss)

ized Foreign

Add'l Invest- Currency
Paid-In Retained ment Trans-
Capital Earnings Gains lation To

$ 2 80 $103,423 $112,303 $ 3,251 $ (1,660) $

00) (5)

2 80

Common stock repurchases (500) (5)

Balance at
October 31, 1999 27,925

Comprehensive Income:
Net income -- --

Change in unrealized
gains on investments --

Adjustment to reflect Align-
Rite's results for the

period from October 1, 1999

to October 31, 1999 --

Foreign currency
translation adjustment -

Total comprehensive income

Sale of common stock
in a private placement 1,000

~ 26582 - -

- - (2084) -

26,582 (2,084) (1,310)

(6,745) -~ - -

100,973 138,885 1,167 (2,970)

—~ 14448 - -

18,044 1,357 (2,125)

(6,895) - - -

2 79

10

99,544 156,929 2,524 (5,095)

—- 10176 - -

10,317 2,776 (10,082)

21,831 - - -

hensive

—————— Deferred
Compen-
sation Total
on Re- Share-
stricted holders'

tal Stock  Equity

1,591 $ (249) $ 217,348

- - 26,582

(2,084) - (2,084)

- -~ 4300

(1,803)  (139) 238,196

- -~ 14448

- -~ 5470

(2,571)  (51) 254,130

-~ 10176
2,776 -~ 2,776
- - 141
10,082) -  (10,082)
(7306 3,011
- - 21841



Sale of common stock
through employee stock
option and purchase plans 763

Restricted stock awards,
net of amortization
to compensation expense

Balance at
October 31, 2000 29,688 $ 2

See accompanying notes to consolidated financsstents.

97 $136,445 $167,246 $ 5,300 $(15,177) $
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PHOTRONICS, INC. AND SUBSIDIARIES
Consolidated Statement of Cash Flows

(dollars in thousands)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income
to net cash provided by operating activities:
Depreciation and amortization of
property, plant and equipment
Amortization of intangible assets
Gain on sale of investments
Deferred income taxes
Restructuring and related charges
Other
Changes in assets and liabilities,
net of effects of acquisitions:
Accounts receivable
Inventories
Other current assets
Accounts payable and accrued liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Acquisitions of and investments in
photomask operations, net of cash acquired
Deposits on and purchases of property,
plant and equipment
Net change in short-term investments
Proceeds from sale of investments
Other

Net cash used in investing activities

Cash flows from financing activities:

Net borrowings under revolving

credit facility

Repayment of long-term debt

Proceeds from issuance of common stock
Purchase and retirement of common stock
Other

Net cash provided by (used in) financing activities
Effect of exchange rate changes on cash

Net increase (decrease) in cash and cash equivalent
Cash and cash equivalents at beginning of period

Adjustment related to Align-Rite's net cash flows
resulting from differences in fiscal reporting per

Cash and cash equivalents at end of period

See accompanying notes to consolidated financsisients.

Years Ended

October 31, October 31, November 1,
2000 1999 1998

$10,176 $14,448 $ 26,582

53,322 45015 35742
3546 2,783 2,529
(6,430) (1,479)  (838)
1,251 8,104 1,467
17,500 - 3,800
2,398 387 342

(3,591) (12,084) 1,670
596 (109) ~ (2,978)
(1,171)  (1,910)  (2,435)
(28,009) 9,852  (5,523)

49,588 65,007 60,358

(37,312) (13,525) (34,922)

(43,599) (83,719) (80,748)
- 7,532 20,657
6,706 1,578 932
(135) (7,817) 2,218

(74,340) (95,951) (91,863)

32,436 31,039 -
(22,060) (3,068)  (266)
32,424 5084 4,148
- (6,900)  (6,750)
- (201) 120

42,800 25954  (2,748)

493 101 (962)

s 18,541  (4,889) (35,215)
23,115 29,364 64,579

iods  (3,474) (1,360)  --

$38,182 $23,115 $29,364
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PHOTRONICS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements Yeade&®ctober 31, 2000 and 1999 and November 1,

(dollars in thousands, except per share amounts)
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Consolidation

The accompanying Consolidated Financial Stateriroksde the accounts of Photronics, Inc. and itss&liaries,("Photronics" or
"Company"). Historical financial statements andasahereto have been restated to reflect the masigeAlign-Rite International, Inc. (see
Note 2) which was accounted for as a poc-of-interests. All significant intercompany balas@nd transactions have been eliminated.

Foreign Currency Translation

The Company's foreign subsidiaries maintain thetoants in their respective local currencies. Asaed liabilities of such subsidiaries are
translated to U.S. dollars at year-end exchangsréticome and expenses are translated at avert@geof exchange prevailing during the
year. Foreign currency translation adjustmentsaacemulated and reported as other comprehensivenm¢loss) as a separate componel
shareholders' equity. The effects of changes ihaxge rates on foreign currency transactions atedad in income.

Cash and Cash Equivalents

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

Investments

The Company's debt and equity investments areifitabas available-for-sale, and carried at faiuea Unrealized gains and losses, net of
tax, are reported as other comprehensive incornss)(ls a separate component of shareholders' eGaiitys and losses are included in
income when realized, determined based on the sitipo of specifically identified investments.

Inventories
Inventories, principally raw materials, are sta¢the lower of cost, determined under the firstfinst-out (FIFO) method, or market.
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
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or extend the lives of existing assets are capédliUpon sale or other disposition, the cost efasset and accumulated depreciation are
eliminated from the accounts, and any resulting gailoss is reflected in income.

For financial reporting purposes, depreciation amebrtization are computed on the straight-line meéthver the estimated useful lives of the
related assets. Buildings and improvements areedegied over 15 to 40 years, machinery and equipoear 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.

Intangible Assets

Intangible assets consist primarily of goodwill attler acquisition-related intangibles, and sofen@d@velopment costs. These assets are
stated at fair value as of the date incurred lessraulated amortization. Amortization is calculateda straight-line basis over estimated
useful lives of 3 to 15 years for goodwill and aisifion-related assets, and over 5 years for soéwavelopment costs. The future economic
benefit of the carrying value of all long-lived assis reviewed periodically and any diminutiorugeful life or impairment in value based on
future anticipated undiscounted cash flows woulddm®rded 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.

Earnings Per Share

Earnings per share ("EPS") amounts are calculateddordance with the provisions of Statement n&ftial Accounting Standards
("SFAS") No. 128. Basic EPS is based on the weijateerage number of ocmmon shares outstandin@éqpériod, excluding any dilutive
common share equivalents. Diluted EPS reflectptiential dilution that could occur if securitiesather contracts to issue common stock
were exercised or converted.

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 estimheefatr value of stock option awards in accordamith SFAS No. 123, "Accounting for
Stock-Based Compensation,” and discloses the mg@stimated compensation effect on net incoma pro forma basis.
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Reclassifications

Certain prior year amounts have been reclassifiegbform to the current year presentation.
NOTE 2 - BUSINESS COMBINATIONS

ALIGN-RITE MERGER

On June 7, 2000, Photronics completed its merggr Align-Rite International, Inc. ("Align-Rite"),drein after collectively referred to as the
Company. Under the terms of the Merger Agreemexth ®f the 4,731,232 shares of common stock ofmARge issued and outstanding a:
June 7, 2000 was converted into .85 shares of canstozk of Photronics. Cash was paid in lieu ofiiseance of any fractional shares of
Photronics that would otherwise have been issuag.stock options to acquire Align-Rite common sttitkt had not been exercised as of
June 7, 2000 became fully vested options to acdrhironics common stock in accordance with thegdieAgreement. The merger
constituted a tax-free reorganization and has beeaunted for as a pooling-of-interests. Accordintiie consolidated financial statements
for each of the three years ended October 31, 206@ber 31, 1999 and November 1, 1998 and thewganying notes thereto reflect the
Company's financial position, results of operatiand cash flows as if Align-Rite had been a wholyaed subsidiary of Photronics for all
periods presented. Prior to the merger, Align-Rifiscal year ended on March 31. For purposeseCibnsolidated Financial Statements,
Align-Rite's prior period financial statements hdezn combined with Photronics' as follows:

Photronics Period Ended Align-Rite Period E nded
Year ended October 31, 1999 Year ended Septembe r 30, 1999
Year ended November 1, 1998 Year ended March 31 , 1998

The financial statement balances of Align-Rite hagen reclassified to conform with Photronics' prgation.
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To conform the reporting periods to within 93 day#hotronics' fiscal year end, Align-Rite's operatresults for the period from April 1,
1998 to September 30, 1998 have been excludedtfrermombined results for the year ended Novemb#848. Sales and net income of
$27,683 and $3,596, respectively, have been exdlu@emponents of the consolidated results of ojmerabf Photronics and AligRite prior
to their combination were as follows:

Years Ended

October 31, Nov ember 1,
1999 1998

Net sales

Photronics $223,702 $2 22,572

Align-Rite 53,693 46,721

Combined $277,395 $2 69,293
Net income

Photronics $ 10,668 $ 20,482

Align-Rite 3,780 6,100

Combined $ 14,448 $ 26,582

The Company recorded a pre-tax charge of approrin&6.5 million for transaction costs incurreccomnection with the merger. Such costs
consisted primarily of fees for investment bankat®grneys, accountants, financial printing anceotielated charges.

ACQUISITION OF PSMC

Effective June 20, 2000, the Company acquired @ritgjof the total share capital of Precision Sesnituctor Mask Corporation (PSMC), a
photomask manufacturer based in Taiwan, for apprately $63.4 million. The acquisition was accourftadas a purchase. Accordingly, a
portion of the purchase price has been allocateddets acquired and liabilities assumed based egionated fair value at the date of
acquisition, while the balance of $31.2 million wasorded as goodwill and is being amortized o%eydars. The purchase price allocation is
preliminary and further refinements are likely ®rinade upon the completion of the final valuatiime operating results of PSMC have been
included in the Consolidated Statement of Earnfrg® June 20, 2000.
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The following table presents unaudited consolidgiedforma information as if the acquisition of PSMad occurred as of the beginning of
the periods presented:

Years Ended

October 31, October 31, November 1,
2000 1999 1998
Net sales $343,248 $292,246 $270,552
Net income $ 6,508 $ 5,735 $ 22,280
Diluted earnings
per share $ 0.22 $ 0.20 $ 0.79

In management's opinion, these unaudited consetidato forma amounts are not necessarily indicatfwghat the actual combined results
operations might have been if the acquisition dflEShad been effective at the beginning of the mlripresented.

OTHER

On July 2, 1999, the Company acquired certain askat are used in the manufacture of photomasks Harris Corporation (now known as
Intersil) for $13.5 million. The transaction wascaanted for as a purchase and accordingly, thessxafepurchase price over the fair value of
assets acquired of approximately $7.9 million waorded as goodwill and is being amortized oveedif years.

On December 31, 1997, the Company acquired thenatphotomask manufacturing operations of Motgrbia. ("Motorola") in Mesa,
Arizona for $29 million in cash. The assets acqliirelude modern manufacturing systems, capabsepgporting 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 equipmentelkag certain intangible assets based on relfdiveralue. The excess of purchase price
over the fair value of assets acquired is beingrtizeal over fifteen years. The Consolidated Statgrm&Earnings includes the results of the
former Motorola photomask operations from Decen#igrl997, the effective date of the acquisition.

NOTE 3 - INVESTMENTS
There were no short-term investments as of Oct8bheP000 and 1999.

Investments consist of available-for-sale equigusiies of publicly traded technology companiekeTair values of available-for-sale
investments are based upon quoted market pricese3timated fair value is based upon the finamgatlition and the operating results and
projections of the investee and
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is considered to approximate cost. Unrealized gamsvestments were determined as follows:

October 31, October 31,
2000 1999
Fair value $12,7 97 $ 8,594
Cost 4,2 49 4,523
8,5 48 4,071
Less deferred income taxes 3,2 48 1,547
Net unrealized gains $5,3 00 $2,524

NOTE 4 - PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consists of the falg:

October 31, October 31,
2000 1999
Land $ 44 38 $ 3,937
Buildings and improvements 45,7 01 38,800
Machinery and equipment 529,2 37 449,554
Leasehold improvements 14,8 01 9,443
Furniture, fixtures and office equipment 32,5 30 17,573
626,7 07 519,307
Less accumulated depreciation
and amortization 2314 26 171,163
$395,2 81 $ 348,144
NOTE 5 - INTANGIBLE ASSETS
Intangible assets consist of the following:
October 31, October 31,
2000 1999
Goodwill $52,2 20 $ 29,582
Other 16,4 30 15,677
68,6 50 45,259
Less accumulated amortization 9,3 73 8,384
$59,2 77 $ 36,875
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NOTE 6 - LONG-TERM DEBT

Long-term debt consists of the following:

October 31, October 31,
2000 1999
Borrowings under revolving credit
facilities $ 68,6 75 $ 36,239
6% Convertible Subordinated Notes
due June 1, 2004 103,4 00 103,500
Secured notes payable 31,1 44 9,402
Other 4 27 714
203,6 46 149,855
Less current portion 8 49 1,574
Long-term debt $202,7 97 $148,281

Long-term debt matures as follows: 2002 - $53; 20$34,465; 2004 - $172,137; 2005 - $6,130; yeties 2005 - $12. The fair value of long-
term debt not yet substantively extinguished igvested based on the current rates offered to thegaay and is not significantly different
from carrying value, except that the fair valudtaf convertible subordinated notes, based upomtist recently reported trade as of October
31, 2000, amounted to $104.2 million.

The Company has an unsecured revolving credititiatd provide for borrowings of up to $125 milliat any time through November 2003.
The Company is charged a commitment fee on theagearnused amount of the available credit. At Gat@4, 2000, $56.3 million was
available under this credit facility. The effectiveerest rate for fiscal 2000 was approximatehp4.. The revolving credit facility was
amended April 28, 2000, in order to obtain the Emtconsent to the Align-Rite and PSMC acquis#tj@nd to modify certain covenants and
definitions in connection with the restructurindiefTCompany is subject to compliance with and maantee of certain financial covenants
and ratios set forth in the credit facility, as aed. Prior to the merger, Align-Rite maintainedaggregate $35 million line of credit
agreement ("credit agreement") with a bank at @il interest rate, equal to 1.50% above the bdrlBOR rate. All outstanding balances
under this credit agreement aggregating $32 millvene repaid.

On May 29, 1997, the Company sold $103.5 milliocafivertible subordinated notes, due in 2004, pulalic offering. The notes bear inter
at 6% per annum and are convertible at any timéaéyolders into 3.7 million shares of the Compsuegmmon stock, at a conversion price
of $27.97 per share. The notes are redeemable &dmpany's option, in whole or in part, at cerfmemiums decreasing through the
maturity date. Interest is payable semi-annually.
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Secured notes payable consist primarily of coliager equipment loans with interest rates ranginghfapproximately 6.0% to 8.0% and are
repayable in monthly installments through Decenf$4.

Cash paid for interest amounted to $11,724, $7at@B$6,311 in 2000, 1999 and 1998, respectively.
NOTE 7 - EARNINGS PER SHARE
A reconciliation of basic and diluted EPS follows:

Average Earnings
Net  Shares Per
| ncome Outstanding Share

2000:
Basic $ 10,176 28,761 $0.35
Effect of potential dilution ======
from exercise of stock options(a) - 1,070
Diluted $ 10,176 29,831 $0.34
1999:
Basic $ 14,448 27,800 $0.52
Effect of potential dilution ======
from exercise of stock options (a) - 305
Diluted $ 14,448 28,105 $0.51
1998:
Basic $ 26,582 28,123 $0.95

Effect of potential dilution ======
from exercise of stock options
and conversion of notes 3,809 4,970

Diluted $ 30,391 33,093 $0.92

(a) The effect of the potential conversion of natee 3.7 million shares of common stock for 200@ 4999 is anti-dilutive.
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NOTE 8 - INCOME TAXES

The provision for income taxes consists of theofelhg:

2000
Current:
Federal $ 1,344
State 54
Foreign 2,051
3,449
Deferred:
Federal 1,498
State (12)
Foreign (235)
1,251
$ 4,700

The provision for income taxes differs from the amibcomputed by applying the statutory U.S. Fede@me tax rate to income before

taxes as a result of the following:

U.S. Federal income tax at
statutory rate of 35% $ 5,413

State income taxes, net of
Federal benefit 23
Other, net (736)

The Company's net deferred tax liability considtthe following:

October 31,
2000

Deferred income tax liabilities:
Property, plant and equipment $ 24,902

Investments 3,248
Other 2,777
Total deferred tax liability 30,927
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1999 1998
$ 7,981 $ 15,005
965 1,193
(592) 920
$ 8,354 $ 16,288
October 31,
1999
$ 22,442
1,547
1,308
25,297



Deferred income tax assets:

Reserves not currently deductible 9,847 1,177

Other 3,348 4,281
Total deferred tax asset 13,195 5,458

Net deferred tax liability $ 17,732 $ 19,839

Cash paid for income taxes amounted to $ 0.9 mill2.9 million and $17.0 million in 2000, 1999 &l@b8, respectively.

NOTE 9 - EMPLOYEE STOCK PURCHASE AND OPTION PLANS

In 2000, the shareholders approved the adoptitineo2000 Stock Option Plan which includes provisialowing for the award of qualified
and non-qualified stock options and the grantingesfricted stock awards. A total of one milliorms¥s of common stock may be issued
pursuant to options or restricted stock awardstgchnnder the Plan. Restricted stock awards doeplire 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 previously adopted other stoclkomians under which incentive and non-qualifietktoptions and restricted stock
awards may be granted. All plans provide that tter@se price may not be less than the fair mar&kte of the common stock at the date the

options are granted and limit the term of optiorenged to a maximum of ten years.

The following table summarizes stock option acyivdr each of the three years ended under the plans

Stock Options Exercise Prices
Balance at November 2, 1997 2,606,681 $ 094 - $21.97
Granted 875,825 11.00 - 31.44
Exercised (329,389) 0.94 - 16.38
Cancelled (96,875) 0.94 - 31.44
Balance at November 1, 1998 3,056,242 0.94 - 31.44
Granted 359,106 1191 - 25.88
Exercised (430,660) 094 - 21.97
Cancelled (156,488) 0.94 - 31.44
Balance at October 31, 1999 2,828,200 0.94 - 31.44
Granted 848,281 0.94 - 31.44
Exercised (646,464) 0.94 - 22.38
Cancelled (236,351) 3.08 - 3144
Balance at October 31, 2000 2,793,666 $094 - $31.44
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The following table summarizes information concagnéurrently outstanding and exercisable optionsf &3ctober 31, 2000:

Range of Exe rcise Prices
$0.94-$10.00 $10.00- $20.00 $20.00-$31.44
Outstanding:
Number of options 476,995 1,038 ,618 1,278,053
Weighted average
remaining years 35 6.6 8.9
Weighted average
exercise price $4.38 $1 2.79 $23.41
Exercisable:
Number of options 476,995 806 ,450 174,734
Weighted average
exercise price $4.38 $1 2.80 $23.09

At October 31, 2000, 814,888 shares were avaifablgrant and 1,458,179 shares were exercisaldenatighted average exercise price of
$11.28.

The Company has not recognized compensation expeesanection with stock option grants under tlenp. However, had compensation
expense been determined based on the fair valile @lptions on the grant dates, the Company'sgemod net income and earnings per share
would have been reduced by approximately $1.4 onillor $0.05 per diluted share in 2000, by apprexaty $2.7 million, or $0.10 per

diluted share in 1999, and by approximately $2.onj or $0.07 per diluted share in 1998. The vinéégl average fair value of options
granted was $23.76 per share in 2000, $17.52 pee $h 1999 and $6.78 per share in 1998. Fair vialestimated based on the Blag8g&hole:
option-pricing model with the following weightederage assumptions: dividend yield of 0%; expectddtiity of 68.8% in 2000, 67.1% in
1999, and 54.4% in 1998; and risk-free interegtsraf 7.5% in 2000, 6.2% in 1999 and 4.4% in 1998.

The Company maintains an Employee Stock Purchase(FPurchase Plan"), under which 600,000 sharesminon stock were reserved for
issuance. The Purchase Plan enables eligible eexsdp subscribe, through payroll deductions, tolmase shares of the Company's com
stock at a purchase price equal to 85% of the lmfére fair market value on the commencement datke offering and the last day of the
payroll payment period. At October 31, 2000, 408,6Bares had been issued and 62,429 shares wgretgaloutstanding subscriptions
under the Purchase Plan.

NOTE 10 - EMPLOYEE BENEFIT PLANS

The Company maintains a 401(k) Savings and Prdféri8g Plan (the "Plan") which covers all domestitployees who have completed six
months of service and are eighteen years of agiler. Under the terms of the Plan, an employee coagribute up to 15% of their
compensation, which will be matched by the Compatry0% of the employee's contributions, which areim excess of 4% of the
employee's compensation. Employee and employeribations vest fully upon contribution. Employemtobutions amounted to $0.9
million in 2000, $0.6 million in 1999 and $0.3 nilh in 1998.
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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 $5.4 millim2000, $4.5 million in 1999 and $3.3 million1998.

Prior to the merger, Align-Rite had a qualified #Q1Profit Sharing Plan (the "Profit Sharing PlaaVjailable to all employees who met the
Profit Sharing Plan's eligibility requirements. gii-Rite made contributions to the Profit SharingrPbf approximately $0.1 million in 1999
and 1998.

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

NOTE 11 - LEASES

The Company leases various real estate and equipmeéar non-cancelable operating leases. Rentansepunder such leases amounted to
$2.2 million in 2000, $4.9 million in 1999 and $5rfllion in 1998.

Future minimum lease payments under non-cancetgd@eating leases with initial or remaining term&itess of one year amounted to $4.5
million at October 31, 2000, as follows:

2001........ $ 899 2004........... $ 462
2002........ $ 609 2005........... $ 464
20083........ $ 485 Thereafter.....$1,549

NOTE 12 - COMMITMENTS AND CONTINGENCIES

At October 31, 2000, the Company had capital exjperedpurchase commitments outstanding of approtem&50 million. The preparation
of financial statements in conformity with accomgtiprinciples generally accepted in the Unitedetaf America requires management to
make certain estimates and assumptions, includiligatibility of accounts receivable, depreciable$ and recoverability of property, plant
and equipment, intangible assets and certain agdiafglities. Actual results may differ from suebtimates.

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 liabilitegual result may differ from such estimates.

Financial instruments that potentially subject @@npany to credit risk consist principally of trageeivables and temporary cash
investments. The Company sells its products prigmesimanufacturers in the semiconductor and compiatustries in North America,
Europe and Asia. The Company believes that theerdration of credit risk in its trade receivablesiibstantially mitigated by the Compa
ongoing credit evaluation process and relativelyrsbollection terms. The Company does not generaljuire collateral from customers. 1
Company establishes an allowance for doubtful atisoased upon factors surrounding the creditaisipecific customers, historical trends
and other information. Historically, the Company mt incurred any significant credit-related I@sse
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NOTE 13 - SEGMENT INFORMATION

The Company operates in a single industry segnseatraanufacturer 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, Germany, Singapore and Taiwan. The Comp20@8, 1999 and 1998 net sales,
operating income (loss) and identifiable assetgdxgraphic area were as follows:

Net Opera ting Identifiable
Sales Income (Loss) Assets
2000:
North America $240,013 $9 ,599 $417,515
Europe 59,211 7 ,143 93,727
Asia 31,988 4 ,030 98,319
$331,212 $ 20 172 $609,561
1999:
North America $216,342 $25 ,237 $364,818
Europe 48,403 3 , 746 107,522
Asia 12,650 1 ,785) 29,969
$277,395 $27 ,198 $502,309
1998:
North America $213,239 $ 36 ,821 $312,837
Europe 39,262 4 , 740 73,757
Asia 16,792 3 ,431 35,108
$269,293 $44 ,992 $421,702

Approximately 4% of net domestic sales in 2000 weralelivery outside of the United States (5% 992 and 8% in 1998).

During fiscal 2000, no single customer accountedrfore than 10% of the Company's net sales. lalfis899, two customers each
represented approximately 10% of total net sales,imfiscal 1998, one customer represented apmrately 14% of total net sales.

NOTE 14 - COMPREHENSIVE INCOME (LOSS)

The Company's comprehensive income as reportdgtiConsolidated Statement of Shareholders' Equotysists of net earnings, and all
changes in equity during a period except thosdtmegurom investments by owners and distributiom®wners, which are presented before-
tax. The Company does not provide for U.S. incoaxe$ on foreign currency translation adjustmentsarge it does not provide for such
taxes on undistributed earnings of foreign subsiea Accumulated other comprehensive income (loss}ists of unrealized gains and los
on certain investments in equity securities andifpr currency translation adjustments. The reltagdffects allocated to each component of
other comprehensive income (loss) were as follmwshie three years ended October 31, 2000:
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Amoun
2000:
Foreign currency translation
adjustment $(10,0

Unrealized gains on investments:
Unrealized holding gains arising
during the period 10,4

Less: reclassification adjustment
for gains realized in
net income (6,4

Net unrealized gains 4,0

Other comprehensive loss $ (6,0

1999:
Foreign currency translation
adjustment $(21

Unrealized gains on investments:
Unrealized holding gains arising
during the period 4,5

Less: reclassification adjustment
for gains realized in

net income 2,3
Net unrealized gains 2,1
Other comprehensive income (loss) $
1998:
Foreign currency translation

adjustment $(1,3

Unrealized losses on investments:
Unrealized holding losses arising
during the period 2,5

Less: reclassification adjustment
for gains realized
in net income (8

Net unrealized losses (3,3

Tax Tax (Expense) Net-of-Tax
t or Benefit Amount

99  (3,318) 7,181

30) 2,025  (4,405)

13) $(1,293) $(7.306)

25) $ -  $(2,125)

74 (1,738) 2,836

85) 906  (1,479)

89 (832) 1,357

64 $ (832) $ (768)

10) $ -  $(1,310)

23) 959  (1,564)

71) $ 1,277 $(3,394)




NOTE 15 - RESTRUCTURING AND RELATED CHARGES

During March 2000, the Company implemented a placonhsolidate its mature products group in ordén¢cease capacity utilization,
manufacturing efficiencies and customer servicevidiets worldwide. Total restructuring and relatgthrges associated with this consolida
plan of $17.5 million were recorded in the secoundrter of 2000. Of the total charge, $9.1 millietated to restructuring and $8.4 million
related to the impairment of intangible assets.

The significant components of the consolidatiompiecluded the closing of the Company's Sunnyv@idifornia and Neuchatel, Switzerland
manufacturing facilities and the consolidation asgionalization of sales and customer service fanst The Company anticipates that the
closing of the Sunnyvale and Neuchatel facilitie mvaximize capacity utilization at its remainimgature products facilities. As part of the
plan, the Company reduced its work force by appnately 125 employees. The restructuring charge9df fillion includes $1.5 million of
cash charges for severance benefits paid to tetedremployees which was disbursed over their entiht period and $2.3 million for
facilities closings and lease termination costseé@xpended through the first quarter of 2001. Aaldilly, non-cash charges of $5.3 million
approximated the carrying value primarily of fixassets associated with the manufacturing consmlithased upon their expected
disposition. Such assets, consisting principallgpEcialized manufacturing tools and equipmentewebsequently taken out of service.

The charge also included $8.4 million related ®ithpairment in value of associated intangible @s$ewas determined during the period
that such assets no longer had future economidibaméhe Company because the anticipated undistsalcumulative cash flows from these
assets were insufficient to support their carryiafye.

In March 1998, the Company initiated a plan tomj#e its North American manufacturing network.dbrganized its two California
operations, and its Sunnyvale facility to the prithn of mature technology photomasks, and its 2alo Springs, Colorado photomask
manufacturing operations into its other North Aroan manufacturing facilities. The Company determhitit its Large Area Mask (LAM)
Division, which was also located in Colorado Spsindid not represent a long-term strategic fit vitshcore photomask business, and
accordingly, announced its intention to sell theML®ivision. The Company recorded a $3.8 million if&in the second quarter of 1998 for
the restructuring, including $3.3 million of n@ash charges to reduce the carrying value of LAMdn property, plant and equipment to
net realizable value based upon the estimated pdsdeom the sale of the LAM Division business taks a whole. Such assets, consisting
principally of specialized manufacturing tools aglipment, had a carrying value of $3.6 milliori¢pto the write-down), remained in use
and continued to be depreciated pending the dipogif the LAM division. The LAM division was solid January 1999 without any
additional effect on results of operations.
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NOTE 16 - QUARTERLY RESULTS OF OPERATIONS (UNAUDITE D)

The following table sets forth certain unauditeduderly financial data:

FIRST SECOND THIRD FOURTH YEAR

2000:
Net sales $72,585 $ 76,360 $85,595 $96,672 $331,212
Gross margin 22,250 25,228 28,919 34,165 110,562
Net income (loss) 3,531 (5,302 3,158 8,789 10,176
Earnings (loss) per share:

Basic $ 0.13 ($ 0.19) $ 011 $ 030 $ 0.35

Diluted $ 0.13 ($ 0.19) $ 011 $ 029 $ 034
1999:
Net sales $59,898 $ 66,503 $72,395 $78,599 $277,395
Gross margin 16,141 19,596 22,577 25,614 83,928
Net income 1,422 2,971 4,348 5,707 14,448

Earnings per share:

Basic $ 005 $ 0.11 $ 016 $ 021 $ 052
Diluted $ 005 $ 011 $ 016 $ 020 $ 051
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

There were no disagreements on any accountingiaadcial disclosure matters between the Companyitariddependent certified public
accountants for which a Form 8-K was required tdilbd during the 24 months ended October 31, 200@r the period from October 31,
2000 to the date hereof.

PART IlI
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 pursieaRegulation 14A within 120 days
after the end of the fiscal year covered by thie@0-K under the caption "ELECTION OF DIRECTORSitas incorporated herein by
reference. The information as to Executive Offidsrsicluded in Part I, Iltem 1A of this report undiee caption "Executive Officers."

ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 402 of Regulat®K is set forth in the Definitive Proxy Statementder the captions "EXECUTIVE
COMPENSATION" and "DIRECTORS' COMPENSATION" andrgorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL
OWNERS AND MANAGEMENT

The information required by Item 403 of Regulat®K is set forth in the Definitive Proxy Statementder 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 RegulatfnK is set forth in the Definitive Proxy Statementer the caption "CERTAIN
TRANSACTIONS" and is incorporated herein by refe@n
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K
(A) The following documents are filed as part dktreport:
1) Financial Statements
Independent Auditors' Reports
Consolidated Balance Sheet at October 31, 2000 ah€199
Consolidated Statement of Earnings for the yeadg@i®ctober 31, 2000 and 1999, and November 1, 1998
Consolidated Statement of Shareholders' Equityhieryears ended October 31, 2000 and 1999, Noveinii®&98
Consolidated Statement of Cash Flows for the yeaded October 31, 2000 and 1999 and November B, 199
Notes to Consolidated Financial Statements
2) Financial Statement Schedules

Schedules for which provision is made in Regula8eX of the Securities and Exchange Commissiomateequired under the related
instructions or are inapplicable and, thereforeehaeen omitted.

3) Exhibits: See Exhibits Index.
(B) Reports on Form 8-K
No reports on Form-K were filed by the Company during the fourth gaaended October 31, 2000.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

PHOTRONICS, INC.
(Registrant)

By ROBERT J. BOLLO Ja nuary 25, 2001
Robert J. Bollo
Senior Vice President
Chief Financial Officer

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the Registrant and in the capacities and on thesdatlicated.

By CONSTANTINE S. MACRICOSTAS Ja nuary 25, 2001
Constantine S. Macricostas
Chief Executive Officer and
Chairman of the Board

By ROBERT J. BOLLO Ja nuary 25, 2001
Robert J. Bollo
Senior Vice President
Chief Financial Officer

By SEANT. SMITH Ja nuary 25, 2001
Sean T. Smith
Vice President
Controller

By WALTER M. FIEDEROWICZ Ja nuary 25, 2001
Walter M. Fiederowicz
Director

By JOSEPH A. FIORITA, JR. Ja nuary 25, 2001
Joseph A. Fiorita, Jr.
Director

By JAMES L. MAC DONALD Ja nuary 25, 2001
James L. Mac Donald
President and Director

By WILLEM D. MARIS Ja nuary 25, 2001
Willem D. Maris
Director

By MICHAEL J. YOMAZZO Ja nuary 25, 2001

Michael J. Yomazzo
Vice Chairman and Director
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EXHIBITS INDEX

Exhibit
Number  Description

2.1 Agreement and Plan of Merger dated as of
Photronics, Inc., AL Acquisition Corp. a
Inc. was filed as Exhibit 2.1. to the Fo
1999 filed by Photronics, Inc. and is in
reference.

2.2 Amendment No. 1 to Agreement and Plan of
2000 among Photronics, Inc., AL Acquisit
International, Inc. was filed as Exhibit
January 14, 2000 filed by Photronics, In
by reference.

3.1 Certificate of Incorporation. (1)

3.2 By-Laws, as amended. (1)

3.3 Amendment to Certificate of Incorporatio

3.4 Amendment to Certificate of Incorporatio

35 Amendment to Certificate of Incorporatio
13)

4.1 Form of Stock Certificate. (1)

10.1 Voting Agreement dated as of September 1
Inc. and certain shareholders of Align-R
filed as Exhibit 10.1 to the Form 8-K da
by Photronics, Inc. and is incorporated

10.2 Reaffirmation of Voting Agreement dated
Photronics, Inc. and certain shareholder
International, Inc. was filed as Exhibit
January 14, 2000 filed by Photronics, In
by reference.

10.3 Loan Agreement, dated August 10, 1984, a
Associates, and the Connecticut Developm

10.4 Indenture of Trust, dated August 10, 198
Development Authority and Citytrust. (1)

10.5 Security Agreement, dated August 10, 198
the Connecticut Development Authority, w
as Trustee. (1)

a7

September 15, 1999 among
nd Align-Rite International,
rm 8-K dated September 24,
corporated herein by

Merger dated January 10,
ion Corp. and Align-Rite

2.1 to the Form 8-K dated
c. and is incorporated herein

n, dated March 16, 1990. (3)
n, dated March 16, 1995. (10)

n, dated November 13, 1997.

5, 1999 among Photronics,
ite International, Inc. was
ted September 24, 1999 filed
herein by reference.

January 10, 2000 among

s of Align-Rite

10.1 to the Form 8-K dated
c. and is incorporated herein

mong the Company, Fairfield
ent Authority. (1)
4, between the Connecticut

4, between the Company and
ith assignment to Citytrust,



10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

Lease Agreement, dated August 10, 1984,
Fairfield Associates. (1)

Guaranty Agreement, dated August 10, 198
Constantine Macricostas to Citytrust, as

Assumption Agreement between the Company
Development Authority, dated October 15,
Mortgage and Collateral Assignment of Le

(6)

Assumption Agreement, Third Amendment to
to Guaranty Photronic Labs Incorporated
August 28, 1992, by and among Photronics
Financial Services, Inc., Photronics Inv
Photronics Texas, Inc., the Company, Con
Connecticut Development Authority, The C
Connecticut, N.A. and Fairfield Associat

The Company's 1986 Non-Qualified Stock O
The Company's 1988 Non-Qualified Stock O

Amendment #1 to the Company's 1988 Non-Q
(3 +

Amendment to Security Agreements, dated
among the Company, Citytrust, Constantin
Associates. (8)

Amendment to Loan Agreements between the
Development Authority, dated as of June

Second Amendment to Loan Agreement dated
and among the Company, the Connecticut D
Chase Manhattan Bank of Connecticut, N.A

Form of severance agreement between the
(8) +

Lease dated as of November 1, 1989 betwe
Alpha-Omega Associates. (8)

The Company's 2000 Stock Option Plan fil
Company's Notice of Annual Meeting and P
2000 is incorporated herein by reference

The Company's 1992 Stock Option Plan. (5

The Company's 1992 Employee Stock Purcha

The Company's 1994 Employee Stock Option
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between the Company and

4, by the Company and
Trustee. (1)

, MC2 and the Connecticut
1992, and related Note,
ases and amendments thereto.

Loan Agreement and Amendment

Project - 1984 Series, dated
California, Inc., Photronics
estment Services, Inc.,
stantine Macricostas, the
hase Manhattan Bank of

es. (6)

ption Plan, as amended. (2) +
ption Plan. (8) +

ualified Stock Option Plan.

October 31, 1988, by and
e S. Macricostas and Mayo

Company and the Connecticut
8, 1990. (3)

as of December 20, 1991 by
evelopment Authority and The

-(4)

Company and Mr. Macricostas.

en the Company, MC3, Inc. and

ed as Appendix A to the

roxy Statement dated April 4,
.t

)+

se Plan. (5)

Plan. (7) +



10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34

21

23.1

23.2

Form of Agreement regarding Life Insuran
each of Messrs. Macricostas, Yomazzo. (9

Credit Agreement between the Company and
November 19, 1998 was filed as Exhibit 1
Company for the fiscal year ended Novemb
incorporated herein by reference.

First Amendment Agreement to Credit Agre
13, 1999 among the Company and various |
10.24 to the Company's Annual Report on
October 31, 1999 and is incorporated her

The Company's 1996 Stock Option Plan. (1

Letter Agreement between the Company and
October 10, 1997. (13) +

Consulting Agreement between the Company
dated October 10, 1997. (13) +

Consulting Agreement between the Company
Macricostas, dated October 10, 1997. (13

Form of Indenture between The Chase Manh
the Company relating to the 6% Convertib
June 1, 2004. (12)

The Company's 1998 Stock Option Plan. (1
Second Amendment Agreement dated as of A
Photronics, Inc., the lenders party ther
Bank, as administrative agent was filed
Company's Quarterly Report on Form 10-Q
30, 2000 and is incorporated herein by r

Employment Agreement dated July 17, 2000
Robert J. Bollo. * +

Employment Agreement dated December 10,
Michael J. Yomazzo. * +

Employment Agreement dated March 31, 199
International, Inc. and James L. Mac Don
to Registration Statement No. 33-91978 o
incorporated herein by reference. +
List of Subsidiaries. *
Consent of Deloitte & Touche LLP. *

Consent of PricewaterhouseCoopers LLP. *
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Q)
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(10)
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Filed herewith.

Represents a management contract or comp
required to be filed as an exhibit to th
14(c) of this report.

Filed as an exhibit to the Company's Reg
S-1, File Number 33-11694, which was dec
Commission on March 10, 1987, and incorp

Filed as an exhibit to the Company's Reg
S-8, File Number 33-17530, which was dec
19, 1987, and incorporated herein by ref

Filed as an exhibit to the Company's Reg
S-2, File Number 33-34772 which was decl
Commission on June 22, 1990, and incorpo

Filed as an exhibit to the Company's Ann
the fiscal year ended October 31, 1991 a
reference.

Filed as an exhibit to the Company's Reg
S-8, File Number 33-47446, which was fil
incorporated herein by reference.

Filed as an exhibit to the Company's Ann
the fiscal year ended October 31, 1992,
reference.

Filed as an exhibit to the Company's Reg
S-8, File Number 33-78102, which was fil
incorporated herein by reference.

Filed as an exhibit to the Company's Ann
the fiscal year ended October 31, 1993,
reference.

Filed as an exhibit to the Company's Qua
for the quarter ended July 31, 1995, and
reference.

Filed as an exhibit to the Company's Cur
dated March 24, 1995, and incorporated h

Filed as an exhibit to the Company's Reg
S-8, File Number 333-02245, which was fi
incorporated herein by reference.
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(12) Filed as an exhibit to the Company's RegisimaStatement on Form S-3, File Number 333-26009ckwwas declared effective by the
Commission on May 22, 1997, and incorporated hdygireference.

(13) Filed as an exhibit to the Company's Annugddreon Form 1K for the fiscal year ended November 2, 1997, ancdriporated herein t
reference.

(14) Filed as an exhibit to the Company's RegistnadStatement on Form S-8, File Number Z®809, which was filed on April 23, 1998, ¢
incorporated herein by reference.
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EXHIBIT 10.32
EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (this "Agreement") is eared into as of July 17, 2000 by and between Phimtspinc., a Connecticut
corporation (the "Company") and Robert Bollo ("Extee").

WITNESSETH:

WHEREAS, the Company and Executive desire to @nterthis Agreement to assure the Company of tiitaing service of Executive and
to set forth the terms and conditions of Execusieghployment with the Company.

NOW, THEREFORE, in consideration of the mutual pises and covenants set forth herein, the partieseas follows

1. TERM. The Company agrees to employ ExecutiveEamtutive hereby accepts such employment, in deoae with the terms of this
Agreement, commencing July 17, 2000 and endingligctdl, 2003 unless this Agreement is earlier teabed as provided herein (the
"Term"); provided, however, that unless the Compankxecutive gives written notice to the othenyait least 45 days prior to the end of
the Term of this Agreement (as may be extendedupntgo this Section), the Term of this Agreemdsatllsautomatically be extended for an
additional two (2) year term from such date.

2. SERVICES AND EXCLUSIVITY OF SERVICES. So long thés Agreement shall continue in effect, Execushall devote Executive's
full business time, energy and ability to the bash) affairs and interests of the Company andfitetes or subsidiaries and matters related
thereto. Executive shall use his best efforts dnilitias to promote the Company's interests and pleaform the services contemplated by
Agreement in accordance with the Company's poliagesstablished by the Board of Directors of then@any and such policies as may be
established by and under the direction of the CamygeChief Executive Officer (the "CEO"). Executiggrees to faithfully and diligently
promote the business, affairs and interests o€thapany and its affiliates or subsidiaries.

Without the prior express written authorizatiortlid CEO, Executive shall not, directly or indirgctiiuring the Term of this Agreement:

(a) render services to any other person or firncéampensation or (b) engage in any activity whetthene, as a partner, officer, employee or
significant investor of or in any other entity. Arvestment of greater than 5% of the outstandimgitabor equity securities of an entity shall
be deemed significant for these purposes.

Executive represents to the Company that Exechingeno other outstanding commitments inconsistéhtamy of the terms of this
Agreement or the services to be rendered hereunder.



3. DUTIES AND RESPONSIBILITIES. Executive shall geras Senior Vice President of Finance and Chigrikiial Officer of the
Company. In the performance of Executive's dutisgcutive shall report directly to the CEO and kbalsubject solely to the direction of-
CEO and to such reasonable limits on Executivetsoaity as the CEO may from time to time imposeriBg the Term of this Agreement, t
Company shall not reduce materially Executive'sedytauthority or responsibilities; provided, howewthat the continuation of Executive's
primary duties, authority, and responsibilitiesaft "change of control" of the Company (as suain f8 defined below) in a larger
organization shall not constitute a reduction oé&ixive's duties, authority or responsibilities porposes hereof.

In addition to following the directives of the CEBxecutive agrees to observe and comply with thieips, rules and regulations of the
Company. The Company agrees that the duties whaghbra assigned to Executive shall be reasonahle) aad customary duties of the
office or position to which Executive will from tiento time be appointed or elected and shall nabdensistent with the provisions of the
charter documents of the Company or applicable Eavecutive shall have such corporate power andogitytas shall reasonably be required
to enable Executive to perform the responsibilitiad duties required in any office that may be held

4. COMPENSATION.
(a) BASE COMPENSATION.

During the Term of this Agreement, the Company egite pay Executive a base salary at the rate28,800 per year, payable in accordance
with the Company's practices in effect from timeitoe (the "Base Salary"). All payments requiredelder, including the payments
required by this Section

4(a), may be allocated by the Company to one oembits subsidiaries to which Executive rendersises but the Company shall remain
responsible for all payments hereunder and Exeestiall have no obligation to seek payment fronh swbsidiaries.

(b) PERIODIC REVIEW.

The Compensation Committee of the Board of Directidrthe Company shall review Executive's Baser§alad Additional Benefits (as
defined below) then being paid to Executive at emmfiual meeting of the Board of Directors of thempany. The annual meeting of the
Board of Directors is customarily the first boardeting held following the end of each fiscal yebthe Company. Following such review,
the Company may at its sole discretion increasedhall not be required to increase except asostit below) the Base Salary or any other
benefits, but may not decrease the Base Salargglthe time Executive serves as Senior Vice Prasiofe-inance and Chief Financial
Officer and the level of Executive's Additional Bxéits shall be commensurate with those then beingiged to the other executive officers
the Company who are "Named Executives" in the Catyigaannual proxy statement
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on Schedule 14A that is filed annually with the @é&es and Exchange Commission. At the annual imgeif the Board of Directors
following completion of the Company's fiscal yeaded October 31, 2000 and at every annual meetfittgedoard of Directors thereafter
during the Term of this Agreement, Executive's Baakary shall be increased by an amount no lessttiemamount obtained by multiplying
such previous Base Salary by the percentage irefabe Consumer Price Index, as reported by tired of Labor Statistics of the United
States Department of Labor for the State of ConagictThe amount of such increase combined withptie®ious year's Base Salary shall t
constitute Executive's Base Salary for purposdhisfAgreement.

(c) BONUS.

Executive shall be entitled to receive a minimumuai cash bonus for the fiscal year ending Oct8e2000 of $35,000 and for the fiscal
year ended October 31, 2001 of $65,000. These ksrsimll not preclude the Executive from receidadditional bonus awards as may
granted by the Compensation Committee of the Comfram time to time. Each bonus awarded under togipions of the clause 4(c) shall
be paid to the Executive within 30 days of eacthslate.

(d) STOCK OPTION AWARDS

Following approval of the Compensation Committe¢hef Board of Directors of the Company, Executilvellsreceive an option to purchase
75,000 shares of the Company's common stock (NASTA®@B) to be granted within 15 calendar days & $igning date of this Agreeme
and a further stock option award to purchase aftiaddl 25,000 shares of the Company's common siotle granted within 195 calendar
days of the signing date of this agreement pursigeatfite provision of the Company's Employee Stopkidh Plan effective at the time of ec
of these two stock option awards respectively.

These stock option awards shall not preclude thexz@ive from receiving additional stock option adsaas may be granted by the
Compensation Committee of the Company during thenTa this agreement.

(e) LIFE INSURANCE.

During the Term of this Agreement, the Company Igtralvide the Executive with a life insurance bénebnsistent with the Company's
policies and provisions applicable to executivéceffs of the Company who are "Named ExecutiveshénCompany's annual proxy staten
on Schedule 14A that is filed annually with the @&tes and Exchange Commission.
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() AUTOMOBILE ALLOWANCE.

During the Term of this Agreement, the Company Igtralvide the Executive with a Company businessmabile use benefit consistent with
the Company's policies and provisions applicablex&cutive officers of the Company who are "Namgddstives" in the Company's annual
proxy statement on Schedule 14A that is filed atipwdth the Securities and Exchange Commission.

(g) PERQUISITES.

During the Term of this Agreement, Executive sballentitled to receive a paid vacation benefitddition to all holidays of the Company in
accordance with the plans, policies, programs aadtices as are in effect generally with respeeixiecutive officers of the Company who
"Named Executives" in the Company's annual proateshent on Schedule 14A that is filed annually whih Securities and Exchange
Commission. Executive may not, however, take vaodime of more than ten (10) consecutive workiagdat any one time from the
Company for vacation.

(h) ADDITIONAL BENEFITS.

During the Term of this Agreement, the Company Igtralvide the Executive with health insurance idiéidn to all rights and benefits for
which Executive is otherwise eligible under anyitiddal bonus plan, incentive, participation orraxtompensation plan, stock purchase |
401K pension plan, profit-sharing plan, life, medjadental, disability, or insurance plan or politye Company's medical executive
reimbursement plan or other plan or benefit that@ompany may provide for Senior Vice Presider{gprovided Executive is eligible to
participate therein) for executive officers of thempany who are "Named Executives” in the Compaary'sial proxy statement on Schedule
14A that is filed annually with the Securities @xtthange Commission, as from time to time in effdating the Term of this Agreement
(collectively, "Additional Benefits").

5. TERMINATION. This Agreement and all obligatiohereunder (except the obligations contained iniGexf7, 8, 9, 10, 11 and 12
(Confidential Information, Non-Competition, Non-&itation of Customers, Non-Interference with Emyges, Intellectual Property, and
Remedies) which shall survive any termination hedeu) shall terminate upon the earliest to occlamyf of the following:

() EXPIRATION OF TERM. The expiration of the Teprovided for in
Section 1 or the voluntary termination by Execufiekowing 45 day's written notice to the Compamyetirement from the Company in
accordance with the normal retirement policieshef Company.



(b) DEATH OR DISABILITY OF EXECUTIVE. The death atisability of Executive. For the purposes of thigréement, disability shall
mean the absence of Executive performing Execatihgties with the Company on a full-time basisdqreriod of sixty business days, or for
shorter periods aggregating sixty or more busidags in any twelve (12)-month period, as a resuli@apacity due to mental or physical
illness which is determined to be total and perméabg a physician selected by the Company or garers. If Executive shall become
disabled, Executive's employment may be terminatdyg by written notice from the Company to Execatif Executive's employment is
terminated by reason of Executive's death or disglthis Agreement shall terminate without furthabligations to Executive (or Executive's
heirs or legal representatives) under this Agreenwgher than for (1) payment of the sum of (A) Extve's Base Salary through the date of
termination to the extent not theretofore paid, By accrued bonus due to Executive based on eta@llocation of such bonus as of the
date of termination, (C) any compensation previpdsiferred by Executive (together with any accrimerest or earnings thereon), and (D)
any accrued vacation pay, in each case to the tex¢¢nheretofore paid (the sum of the amountsritesd in clauses (A), (B), (C) and (D)
shall be hereinafter referred to as the "Accruetigabons"), which shall be paid to Executive ordeutive's estate or beneficiary, as
applicable, in a lump sum in cash within 15 bussn#ays after the date of termination or any eatiliee required by applicable law; and (2)
payment to Executive or Executive's estate or beiaef, as applicable, of any amount accrued purstathe terms of any applicable benefit
plan.

(c) TERMINATION FOR CAUSE.

The Company may terminate Executive's employmeatadirof Executive's rights to receive Salary, bdand any Additional Benefits
hereunder for cause. For purposes of this Agreerttanterm "cause” shall be defined as any oféHewing; provided, however, that the
Company must determine the presence of such caug®d faith:

i. Executive's material breach of one or more efdhties and responsibilities under this Agreen(ethier than as a result of incapacity due to
Executive's disability);

ii. Executive's conviction by, or entry of a plefagaiilty in, a court of competent and final juristion for any felony;
iii. Executive's commission of an act of fraud ugba Company; or

iv. Executive's willful failure or refusal to perfm Executive's duties or responsibilities undes thijreement or Executive's violation of any
duty of loyalty (i.e., engaging in self-interesteansactions,



misappropriation of business opportunities thabbglto the Company, etc.) to the Company or a bre&&xecutive's fiduciary duties to the
Company.

(d) WITHOUT CAUSE.

Notwithstanding any other provision of this Sectigrthe CEO shall have the right to terminate Exgels employment with the Compa
without cause at any time, but any such terminaitver than as expressly provided in Section %ka)or (c) herein shall be without prejud

to Executive's rights to receive any and all rematien due him as provided for under the termsisf agreement through such termination
date. If Executive is so terminated without calisescutive shall receive from the Company a payr(iSgverance Payment ") equal to
Executive's Base Salary during the then currenafigear. The Severance Payment shall be paideb€dmpany to Executive in twelve equal
monthly installments over the twelve-month periédime immediately following such termination, tfiest of such payments to be paid
within ten (10) business days of the date of secmination.

Such payments shall be in lieu of all rights of &ixtéve, including any rights to any Additional Bditehereunder, all of which shall termin:
upon the date of termination.

(e) EXCLUSIVE REMEDY. Executive agrees that the &awnce Payment provided and contemplated by thiselgent shall constitute the
sole and exclusive obligation of the Company irpees$ of Executive's employment with and relatiopgbithe Company and that the full
payment thereof shall be the sole and exclusiveedsnfor any termination of Executive's employmétecutive covenants not to assert or
pursue any other remedies, at law or in equityh wéspect to any termination of employment.

6. BUSINESS EXPENSES. During the Term of this Agneat, to the extent that such expenditures satifycriteria under the Internal
Revenue Code or other applicable laws for deduityilliy the Company (whether or not fully deductiltily the Company) for federal income
tax purposes as ordinary and necessary businesaseg the Company shall provide the Executive seithbursement of reasonable
business expenses incurred by the Executive whitducting Company business in a manner consistéimtinie Company's policies and
provisions applicable to the Executives of the Canyp

7. CONFIDENTIAL INFORMATION. Executive acknowledgdsat the nature of Executive's engagement by grapgany is such that
Executive shall have access to information of didential and/or trade secret nature which hastgrelae to the Company and which
constitutes a substantial basis and foundation wgoch the business of the Company is based. Sifohmation includes financial,
manufacturing and marketing data, techniques, ps&s formulas, developmental or
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experimental work, work in process, methods, trgst@ets (including, without limitation, customestdi and lists of customer sources), or any
other secret or confidential information relatimnghe products, services, customers, sales or éssizffairs of the Company or its Affiliates
(the "Confidential Information"). Executive shakép all such Confidential Information in confiderteging the Term of this Agreement and
at any time thereafter and shall not disclose drsuch Confidential Information to any other persexcept to the extent such disclosure is (i)
necessary to the performance of this Agreementrafdtherance of the Company's best interesfstdguired by applicable law, (iii) lawful
obtainable from other sources, or (iv) authorizeaiiting by the Board. Upon termination of Exesets employment with the Company,
Executive shall deliver to the Company all docursergcords, notebooks, work papers, and all similaerial containing any of the
foregoing information, whether prepared by Exeaitthe Company or anyone else.

8. NON-COMPETITION. In order to protect the Confidial Information, Executive agrees that during Tleem of this Agreement, and for a
one-year period following any termination of thigr&ement, Executive shall not, directly or indilgcivhether as an owner, partner,
shareholder, agent, employee, willful creditor threswise, promote, participate or engage in aniiacbr other business competitive with
the Company's business or the business of anjatdfibf the Company in all territories in which tBempany operates.

9. NON-SOLICITATION OF CUSTOMERS. Executive agrekat for a period of one-year after any terminatbthis Agreement,
Executive will not, on behalf of Executive or orhlaéf of any other individual, association or entitall on any of the customers of the
Company or any affiliate of the Company for thegmse of soliciting or inducing any of such custosieracquire (or providing to any of
such customers) any product or service providetheyCompany or any affiliate of the Company, ndt kecutive in any way, directly or
indirectly, as agent or otherwise, in any other ngrsolicit, influence or encourage such custontetake away or to divert their business to
Executive or any other person or entity by or withich Executive is employed, associated, affiliatedtherwise related.

10. NON-INTERFERENCE WITH EMPLOYEES. In order toopect the Confidential Information, Executive agréeat during the Term of
this Agreement and for a period of one-year follogvany termination of this Agreement, Executive wilt, directly or indirectly, induce or
entice any employee of the Company or its affiateleave such employment or cause anyone elsave such employment.

11. INTELLECTUAL PROPERTY. Executive has no intdrsxcept as disclosed to the Company) in any itiees, designs, improvements,
patents, copyrights and discoveries which are lgefor directly or indirectly related to the buess of the Company or to any experimental
work carried on by the Company. Except as mayrbédd by applicable law, all inventions, desigmspiovements, patents, copyrights and
discoveries conceived by Executive during the Tefithis



Agreement which are useful in or directly or inditg related to the business of the Company ontoexperimental work carried on by the
Company, shall be the property of the Company. Etkee will promptly and fully disclose to the Compaall such inventions, designs,
improvements, patents, copyrights and discovevibeiher developed individually or with other perspand will take all steps necessary and
reasonably required to assure the Company's owipdfareof and to assist the Company in proteatindefending the Company's
proprietary rights therein.

Executive also agrees to assist the Company irirdbgaUnited States or foreign letters patent aoplycight registrations covering inventions
assigned hereunder to the Company and that Exetutibligation to assist the Company shall contlmeyond the termination of Executive's
employment but the Company shall compensate Execatia reasonable rate for time actually sperixmcutive at the Company's request
with respect to such assistance. If the Companyable because of Executive's mental or physicalpacity or for any other reason to secure
Executive's signature to apply for or to pursue application for any United States or foreign lettpatent or copyright registrations covering
inventions assigned to the Company, then Exectiégreby irrevocably designates and appoints the @ognpnd its duly authorized officers
and agents as Executive's agent and attorney-inefact for and in Executive's behalf and steagixicute and file any such applications and
to do all other lawfully permitted acts to furtitie prosecution and issuance of letters patenvpyright registrations thereon with the same
legal force and effect as if executed by Executiseecutive hereby waives and quitclaims to the Camgpany and all claims, of any nature
whatsoever, which Executive now or hereafter masetar infringement of any patent or copyright iéisg from any such application for
letters patent or copyright registrations assigme@under to the Company. Executive will furthesistshe Company in every way to enforce
any copyrights or patents obtained including, withiomitation, testifying in any suit or proceediimyolving any of the copyrights or patents
or executing any documents deemed necessary liyotmpany, all without further consideration buttet €xpense of the Company. If
Executive is called upon to render such assistaftee the termination of Executive's employmengntfExecutive shall be entitled to a fair
and reasonable per diem fee in addition to reinguet of any expenses incurred at the requesedttmpany.

12. REMEDIES. The parties hereto agree that thaécs to be rendered by Executive pursuant toAbigement, and the rights and
privileges granted to the Company pursuant toAlgieement, are of a special, unique, extraordiaacy intellectual character, which gives
them a peculiar value, the loss of which cannaiglasonably or adequately compensated in damagewyiaction at law, and that a breach by
Executive of any of the terms of this Agreement ealuse the Company great and irreparable injudydamage. Executive hereby expressly
agrees that the Company shall be entitled to thredées of injunction, specific performance and o#wiitable relief to prevent a breach of
this Agreement by Executive. This



Section 12 shall not be construed as a waiver pio#mer rights or remedies which the Company masetiar damages or otherwise.

13. SEVERABILITY. If any provision of this Agreemeis held to be unenforceable for any reason,atldie adjusted rather than voided, if
possible, to achieve the intent of the partiehoextent possible. In any event, all other provisiof this Agreement shall be deemed valid
and enforceable to the extent possible.

14. SUCCESSION. This Agreement shall inure to thiedfit of and be binding upon the Company andutsasssors and assigns and any suct
successor or assignee shall be deemed substiartdtefCompany under the terms of this Agreememalfiqurposes. As used herein,
"successor" and "assignee" shall include any peifsom corporation or other business entity whattany time, whether by purchase, merger
or otherwise, directly or indirectly acquires theck of the Company or to which the Company assibizssAgreement by operation of law or
otherwise. The obligations and duties of Executigszunder are personal and otherwise not assigristgeutive's obligations and
representations under this Agreement will survhestermination of Executive's employment, regasitgfghe manner of such termination.

15. CHANGE OF CONTROL.

(a) For purposes of the Agreement, a "change afaliimeans, and shall be deemed to have taker pifagl) any person or entity or group
of affiliated persons or entities, including a gpouhich is deemed a "person” by

Section 3(d)(3) of the Securities Exchange Act@84, as amended, acquires in one or more transactavnership of fifty percent (50%) or
more of the outstanding capital stock of the Corgpan

(b) In the event Executive is terminated by the @any for any reason (other than for Cause as defm8ection 5.1 thereof), during the first
twelve (12) months following a change in controttoé Company (or any successor), Executive shadhitiled to receive the greater of (i)
total Severance Payment to which Executive mayntilerl under section 5(d) hereof, or (ii) a lumyprspayment of $250,000 (the "Change
of Control Payment"). In no event shall Executieedntitled to receive both the Severance Paymesttitbed in Section 5(d) hereof and the
Change of Control payment described in this Secti(b).

(c) Any payments to be made to Executive in coriapatith this
Section 15 shall be made within ten (10) businegs after the date of the Executive's terminatiothen Section 15(b).

9



16. NOTICES. Any notice or other communication pded for in this Agreement shall be in writing aseht if to the Company to its
principal office at:

Photronics, Inc.

24 Stony Hill Road

Bethel, CT 06801

Attention: Chief Executive Officer

or at such other address as the Company may fromtt time in writing designate, and if to Execatat the address set forth on the sign
page hereof or at such address as Executive maytinee to time in writing designate. Each such e®tr other communication shall be
effective (1) if given by written telecommunicatiotnree (3) days after its transmission to the iapple number so specified in (or pursuan
this Section 16 and a verification of receipt isaiged, (ii) if given by certified mail, once veadétion of receipt is received, or (iii) if giveryb
any other means, when actually delivered to theemd@e at such address and verification of reteipteived.

17. ENTIRE AGREEMENT. This Agreement contains théire agreement of the parties relating to theexthnatter hereof and supersedes
any prior agreements, undertakings, commitmentsaactices relating to Executive's employment ley@ompany.

18. AMENDMENTS. No amendment or modification of tieems of this Agreement shall be valid unless maderiting, duly executed by
both parties.

19. WAIVER. No failure on the part of any partydrercise or delay in exercising any right hereurstiall be deemed a waiver thereof or of
any other right, nor shall any single or partiadeise preclude any further or other exercise ohsight or any other right.

20. GOVERNING LAW. This Agreement, and the legdhtiens between the parties, shall be governecdhidycanstrued in accordance with
the laws of the State of Connecticut without regardonflicts of law doctrines and any court actaising out of this Agreement shall be
brought in any court of competent jurisdiction vintthe State of Connecticut.

21. ATTORNEYS' FEES. If any litigation shall ocdagtween Executive and the Company which litigatidees out of or as a result of this
Agreement or the acts of the parties hereto putgoahis Agreement, or which seeks an interpretatif this Agreement, the prevailing party
shall be entitled to recover all costs and expen§sach litigation, including reasonable attorridges and costs.

10



22. WITHHOLDING. All compensation payable hereundecluding salary and other benefits, shall bgetiio applicable taxes,
withholding and other required, normal or electegpyee deductions.

23. COUNTERPARTS. This Agreement and any amendinergto may be executed in one or more counterpittsf such counterparts
shall constitute one and the same agreement afidsbame effective when a copy signed by eactygaas been delivered to the other pe

24. HEADINGS. Section and other headings containghis Agreement are for convenience of referesrdg and shall not affect in any way
the meaning or interpretation of this Agreement.

11



IN WITNESS WHEREOF, the parties have executedAlgieement to be effective as of July 17, 2000.
THE COMPANY

PHOTRONICS, INC,,
A CONNECTICUT CORPORATION

By: Constantine Macricostas Its: Chairman and CEO

By: James L. MacDonald Its: President

EXECUTIVE

Robert Bollo
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Exhibit 10.33

EMPLOYMENT AGREEMENT BETWEEN THE COMPANY
AND MICHAEL J. YOMAZZO

December 10, 1998

Michael J. Yomazzo
500 Ocean Trail Way
Unit #905

Jupiter, Florida 33477

Dear Mike:

This letter is to confirm our discussions regardiogr change in responsibilities at Photronics, (tltee "Company") and your ongoing
compensation.

We have agreed as follows:

1) VICE CHAIRMAN Effective January 1, 1999, you Wélssume the office of Vice Chairman of the Bodr®ectors and be a member of
the office of the CEO. This is a part-time posititve expect that you will be available to devotpragimately five (5) business days per
month to this position. In this position, you wals directed by the office of the CEO of the Conmypde involved in various strategic and
financial interests of the Company, such as possibguisitions, customer relationships and findii@sentations. The actual duties will be
defined on an ongoing basis.

2) TERM This position is of an indeterminent lengfttime and can be terminated at any time.

3) COMPENSATION Your salary will be adjusted effgetJanuary 1, 1999 to $6,442.30 bi-weekly (theivejant of $167,500 annually)
which will be subject to our published 10% salagiuction resulting in a salary of $5798.07 bi-wgdkhe equivalent of $150,750 annually).
During your service as Vice Chairman, payment udersupplemental life insurance arrangement ifittue.

4) SEVERANCE You agree to waive any claim that thiange in responsibilities might entitle you ty @ayments under the severance
arrangement, dated January 17, 1990 as amendesbouafy 4, 1994, we have with you and such agreewi#mo longer be of any force
and effect



5) OPTIONS As a continuing employee of the Compaoyr options will continue. However, you have agté¢o surrender and cancel the
following options:

60,000 PERFORMANCE-BASED OPTIONS GRANTED ON 12/BlI®HICH HAVE NOT YET VESTED (THE REMAINING 40,000
OPTIONS UNDER THIS GRANT WHICH HAVE VESTED WILL REMIN IN PLACE)

6) RETIREMENT You can retire at any time. At thené of retirement, the provisions of the attached<dtiing Agreement, dated October
10, 1997, will apply except as follows:

THE PERIOD OF CONSULTING AND THE CONSULTING FEES SH ALL BE THREE (3)
YEARS AND $125,000 PER ANNUM.

THE PROVISIONS OF OUR SUPPLEMENTAL LIFE INSURANCE A RRANGEMENT WILL ALSO
APPLY.

7) BONUS Since you service as CEO during the ed®@8 fiscal year, you will continue to be eligilite any bonus that may be declared for
that year.

8) OTHER BENEFITS You will continue to be eligiblen the same terms as full-time domestic emplogédse Company, for medical, 401
(k), dental, stock purchase and other similar benéfhe post employment medical benefits covesegdragraph 7 of the attached letter to
you dated October 7, 1997 will continue to appliye Bupplemental medical benefit, estate and fiahptanning assistance and provision

company car will continue during your tenure aseMithairman.

| believe the foregoing accurately sets forth auderstanding. If you agree with the presentatiaeiheplease so indicate by signing below
and returning one copy to my attention.

Mike, you have been an important part of Photrdrsiascess and we look to you for your continuingnsel. Our relationship has been
extremely rewarding for both of us and hope that gnjoy your future role with the Company.

Very truly yours,
Jeffrey P. Moonan Senior Vice President
Accepted and Agreed

Michael J. Yomazz



LIST OF SUBSIDIARIES

Name
D2W, Inc

Photronics International
Engineering, Inc.

Photronics California, Inc.
Photronics Texas, Inc.

Photronics Financial Services, Inc.
Photronics Investment Services, Inc.
Beta Squared, Inc.

PLI Management Corp.

Photronics Singapore Pte Ltd.
Photronics (UK) Limited

Photronics Connecticut, Inc.
Photronics Colorado, Inc.
Photronics, S.A

Chip Canal Associates, Ltd.
Photronics Germany GmbH & Co. KG
Photronics MZD Verwaltungs GmbH
Photronics MZD GmbH

Photronics Arizona, Inc.

Photronics Oregon, Inc.

Photronics Texas I, L.P.

Photronics Texas Il, L.P.

State of Jurisdiction
of Incorporation
California
Virgin Islands
California
Texas
Florida
Nevada
Connecticut
Florida
Singapore
England
Connecticut
Colorado
Switzerland
England
Germany
Germany
Germany
Arizona
Oregon
Texas

Texas



Beta Squared I, L.P.
Photronics Texas I, LLC
Photronics Texas Il, LLC

Beta Squared I, LLC

Photronics Scholorship Foundation, Inc.

PSMC

Align-Rite International, Inc.
Align-Rite Corporation
Align-Rite, Inc.

Align-Rite International, LTD
Align-Rite, B.V

Align-Rite GmbH

Exhibit 21 Cont.
Texas
Delaware
Delaware
Delaware
Connecticut
Taiwan
California
California
Florida
England
Netherlands

Germany



Exhibit 23.1
INDEPENDENT AUDITORS' CONSENT

We consent to the incorporation by reference ini®egion Statements Nos. 333-02245, 333-50809, 7&80, 33-17405, 33-28118, 33-

47446, 33-78102 and 333-42010 of Photronics, Indzarm S-8 of our report dated December 6, 2000eafgng in this Annual Report on
Form 10-K of Photronics, Inc. for the year endedober 31, 2000.

/sl Deloitte & Touche LLP
Del oitte & Touche LLP

Hartford, Connecti cut

January 25, 2001



Exhibit 23.2
CONSENT OF INDEPENDENT ACCOUNTS

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-8 (N83:-:(®245, 333-50809, 33-17530, 33-
17405, 33-28118, 33-47446, 33-78102 and 83310) of Photronics, Inc. of our report dated N8y 1998, relating to the financial statem

of Align-Rite International, Inc. and subsidiarggspearing in this Annual Report on Form 10-K of fitwaics, Inc. for the year ended October
31, 2000.

/sl Pri cewat er houseCoopers LLP

Pri cewat er houseCoopers LLP
Los Angeles, California

January 25, 2001
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