TEGAL CORPORATION
2201 South McDowell Boulevard
Petaluma, California 94954

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD SEPTEMBER 18, 2007

The Annual Meeting of Stockholders of Tegal Corpiora(the “Company”) will be held at the Compangan Jose offices at
51 Daggett Drive on September 18, 2007, at 10:@0 lacal time for the following purposes:

1. To elect four (4) directors of the Company tédhaffice for a one-year term and until their sugsars are duly elected
and qualified;

2. To approve an amendment to the Company’s AmeadddRestated Certificate of Incorporation, as atednpursuant
to which the total number of authorized sharesayfital stock will be reduced from 205 million to B8llion and the total
number of authorized shares of common stock willdskiced from 200 million to 50 million;

3. To approve the Company’s new 2007 Incentive AvRian;

4. To ratify the appointment of Burr, Pilger, ancyér LLP as our Independent Registered Public Acting Firm for
the fiscal year ending March 31, 2008; and

5. To transact such other business as may propeme before the meeting or any adjournment or postment of the
meeting.

Only stockholders of record at the close of busines July 18, 2007 will be entitled to vote at theeting. Each of these
stockholders is cordially invited to be present antk at the meeting in person. For ten days pgddhe meeting, a complete list of
stockholders of record entitled to vote at the ingewvill be available for examination by any stoolder, for any purpose relating to
the meeting, during ordinary business hours aCiiapany’s Petaluma office.

By Order of the Board of Directors

TeGAL CORPORATION
Is/ GRISTINE T. HERGENROTHER
CHRISTINE T. HERGENROTHER
Vice President, Chief Financial Officer,
Secretary and Treasurer

Petaluma, California
July 30, 2007

You are cordially invited to attend the meeting. Havever, whether or not you plan to attend the meetig in person, please
complete, date and sign the accompanying proxy anmail it promptly in the return envelope to assure hat your shares are
represented at the meeting. If you later desire toevoke your proxy, you may do so at any time beforé is exercised.



TEGAL CORPORATION

PROXY STATEMENT
FOR ANNUAL MEETING OF STOCKHOLDERS
September 18, 2007

INTRODUCTION

General

Tegal Corporation is soliciting the enclosed préxyuse at the Annual Meeting of Stockholders tdbke at 10:00 a.m. Pacific
Time on Tuesday, September 18, 2007, and at amyatents or postponements of the Annual Meeting. Wil hold the meeting
at our offices at 51 Daggett Drive, San Jose, Cle We soliciting proxies for the purposes of. (krtng four directors;
(2) approving an amendment to the Company’s Ameradeti Restated Certificate of Incorporation, as atednpursuant to which
the total number of authorized shares of capitadkstvill be reduced from 205 million to 55 millicand the total number authorized
shares of common stock will be reduced from 200ignilto 50 million; (3) approving the Company’s n@007 Incentive Award
Plan; (4) ratifying the appointment of Burr, Pilgdtayer LLP as our Independent Public Registeredofating Firm for the fiscal
year ending March 31, 2008; and (5) transactindh satber business as may properly come before theu@dlnMeeting and any
adjournments or postponements of the Annual Meefilhg approximate date when this proxy statemettasmecompanying form of
proxy are first being sent to stockholders is Audus 2007.

Solicitation

This solicitation is made on behalf of our Boardafectors. Costs of the solicitation will be botmg us. Our directors, officers
and employees and our subsidiaries may also splickies by telephone, fax or personal interview. additional compensation will
be paid to such directors, officers or employeesutnsidiaries for such services. We will reimbusaeks, brokerage firms and other
custodians, nominees and fiduciaries for reasonakppenses incurred by them in sending proxy mattriatockholders. We have
retained The Altman Group, Inc. to perform thoserises normally associated with securing votes figiotkholders in connection
with the Annual Meeting at an estimated cost of Q0 plus out-of-pocket expenses. The costs oftipgn mailing, contacting
banks, brokers and proxy intermediaries, solicitvmfes and other activities related to the solidta are estimated to be
approximately $35,000.

Voting

Holders of record of our common stock as of theelof business on July 18, 2007 are entitled teivemotice of, and to vote
at, the Annual Meeting. The outstanding common kstoenstitutes the only class of our securitiestkeatito vote at the Annual
Meeting, and each share of common stock entitleshttider to one vote. At the close of business uy 18, 2007, there were
7,113,372 shares of common stock issued and odisganTwo or more stockholders representing a nitgjaf the outstanding
shares must be present in person or by proxy tetitote a quorum for the transaction of businese@tfAnnual Meeting.

Our transfer agent, Registrar and Transfer Comp#gy, will appoint an election inspector for the etiag to determine
whether or not a quorum is present, and to tabulaties cast by proxy or in person at the Annual tihge

Unless contrary instructions are indicated on thexy all shares represented by valid proxies regkipursuant to this
solicitation (and not revoked before they are vpteitl be voted FOR:

. the election of all of the directors nominatedblae



. the approval of an amendment to the Company’sifded and Restated Certificate of Incorporatiorarasnded,
pursuant to which the total number of authorizearaeh of capital stock will be reduced from 205 imillto 55 million
and the total number of authorized shares of comstaek will be reduced from 200 million to 50 nlfi;

. the approval of the Company’s new 2007 Incenfiward Plan; and

. the ratification of the appointment of Burr, Rifgand Mayer LLP as our Independent RegisteredidPibcounting Firm
for the fiscal year ending March 31, 2008.

With respect to any other business that may prgpesime before the Annual Meeting and be submittedh tvote of
stockholders, proxies received by the Board of ®oes will be voted in accordance with the besgjuént of the designated proxy
holders. Any proxy may be revoked at any time befioris exercised by filing with the Secretary astrument revoking it or by
submitting prior to the time of the Annual Meetiagluly executed proxy bearing a later date. Stddiéne who have executed and
returned a proxy and who then attend the Annualtidgend desire to vote in person are requestad taotify the Secretary prior to
the time of the Annual Meeting.

Shares represented by proxies that reflect abstentir “broker non-votes'l.€., shares held by a broker or nominee which are
represented at the Annual Meeting, but with respectvhich such broker or nominee is not empowereddte on a particular
proposal or proposals) will be counted as sharsate present for purposes of determining thegpmieasof a quorum.

In voting for the election of directors each shas one vote for each position to be filled, aretdhis no cumulative voting,
which means that a simple majority of the shardsgomay elect all of the directors. Abstentionsthiveld votes and broker non-
votes will have no effect on the outcome of thesiida of directors.

Voting Electronically Over the Internet or By Telephone

Stockholders whose shares are registered in thveir mames may vote by mail or electronically ovee thternet or by
telephone. Instructions for voting over the Intémmeby telephone are set forth in the enclosedypoard. The Internet and telephone
voting facilities will close at 3:00 a.m. (Eastéfime) on September 18, 2007, the Annual Meeting dtlayour shares are held in
street name, the voting instruction form shoulddate whether the institution has a process foefieial holders to provide voting
instructions over the Internet or by telephone.afgé number of banks and brokerage firms are jjzating in the Broadridge
Financial Solutions online program. This progratowas eligible shareholders who receive a paper afpghe proxy statement the
opportunity to vote over the Internet or by telepholf your voting instruction form does not refece Internet or telephone
information, please complete and return the papting instruction form in the self-addressed, pgstpaid envelope provided.
Shareholders who vote over the Internet or by tedep need not return a proxy card or voting insimacform by mail but may incur
costs, such as usage charges, from telephone caaparinternet service providers.

GENERAL INFORMATION

We were formed in December 1989 to acquire theatjpers of the former Tegal Corporation, a divisafrMotorola, Inc. The
predecessor company was founded in 1972 and adgoyréMotorola in 1978. Our principal executive of§ are located at 2201
South McDowell Boulevard, Petaluma, California 9496ur telephone number is (707) 763-5600.



PROPOSAL NO. 1
ELECTION OF DIRECTORS

Our bylaws require that there be a minimum of twd amaximum of eight members of the Board of Dirext@®ur Board of
Directors is currently comprised of four membergebtors are elected at each Annual Meeting and bffice until their successors
are duly elected and qualified at the next Annuaklhg. Pursuant to our bylaws and a resolutiomptadbby the Board of Directors,
the authorized number of members of the Board oéddors has been set at six. Accordingly, therecareently two vacancies on our

Board of Directors, for which our Nominating and r@orate Governance Committee is actively workingidentify qualified
candidates to fill.

In the absence of instructions to the contrary,pesons named as proxy holders in the accompamyyy intend to vote in
favor of the election of the four nominees desigdatelow to serve until the 2008 Annual MeetingStdckholders and until their
respective successors shall have been duly elacdualified. Messrs. Krauss, Dohring, Mika andd@feorth are current directors.
The Board of Directors expects that each of theinees will be available to serve as a director, ibany such nominee should
become unavailable or unwilling to stand for eleatiit is intended that the shares representedchéytoxy will be voted for such
substitute nominee as may be designated by thedBddDirectors. Because the Board of Directors fiesan the process of seeking
candidates for two vacant positions on the boaslhave fewer nominees named than the number fixaubbylaws. Stockholders
may not vote for a greater number of persons thamtimber of nominees named.

Nominees for Election as Director

Director New Term Will Expire
Name Age Since
Edward A. Dohring 73 1996 2008
Jeffrey M. Krauss 50 1992 2008
H. Duane Wadsworth 70 2002 2008
Thomas R Mika 55 2006 2008

Edward A. Dohringhas served as a director of Tegal since Septen#88. From October 1994 through December 1998, he
was the President of SVG Lithography Systems, aubsidiary of Silicon Valley Group, Inc. FromyJ992 to October 1994, he
was President of the Track Division of Silicon \é&llGroup, Inc. Prior to joining Silicon Valley Gnoulnc., Mr. Dohring was the
President of Advantage Production Technology, firman 1991 to 1992, when it was sold to Genus. Myhiing was a member of the
Semiconductor Equipment and Materials Internati@wdrd of Directors from 1977 to 1989. He has s#iwe the Board of Directors
of MTI, Tropel, Xynetics, CVC Products and as asiee of the SUNY Maritime College.

Jeffrey M. Krausshas served as a director of Tegal since June 19@2e April 2000, Mr. Krauss has been a Managing
Member of Psilos Group Managers, LLC, a New Yorkdzhventure capital firm, and a Managing Membethefgeneral partner of
Psilos Group Partners I, LP, Psilos Group ParthiersP, Psilos Group Partners 1I-S, LP and Psilds @éach a venture capital
partnership. From 1990 until April 2000, Mr. Krausas a general partner of the general partner aeMa& Company lll, L.P. and
Nazem & Company 1V, L.P., both venture capital fsnt#le was also a general partner of the generahgraof The Transatlantic
Fund, a joint venture capital fund between Naze@d&npany and Banque Nationale de Paris of Frander. frjoining Nazem &
Company, Mr. Krauss was a corporate attorney wiéhlaw firm of Simpson Thacher & Bartlett, where dpecialized in leveraged
buyout transactions. He currently serves as Chairofidhe Board of Quovadx, Inc. and as a direct@eweral private companies.



H. Duane Wadswortlhas served as a director of Tegal since Novemb8R.2Mr. Wadsworth is the retired President of
Wadsworth-Pacific Mfg. Associates, Inc., a saled ararketing organization providing leading-edge ariats to the semiconductor
industry. He served eleven years on the boardrettlirs of Semiconductor Equipment and Materialerivational (SEMI), a global
trade organization. Mr. Wadsworth consults for Gohe&orporation, of Ann Arbor, Michigan and Singappa manufacture of
software-based vision inspection systems for hagdéiquipment in the back-end semiconductor indusfry Wadsworth earned his
undergraduate degree from Harvard University anMBA from Stanford University.

Thomas R. Mikavas appointed our President and Chief Executifie€fin March 2005 and appointed Chairman of tloadfgl
in October 2006. Mr. Mika has more than 25 yearsasfior management, finance and consulting expegie®erving on our Board of
Directors of Tegal since 1992, Mr. Mika played & kele in managing the activities leading to outiah public offering in 1995. He
has been head of the Compensation Committee areheer of the Audit Committee. and had served foryears on our Board of
Directors when he was appointed as Executive Vi@siBent & Chief Financial Officer in August 200Rrior to becoming our
Executive Vice President and Chief Financial Officéir. Mika founded IMTEC, a boutique investmentnfi active in the
management of several companies. In addition toptetmg multiple private equity financings, joinentures, acquisitions and
license agreements on behalf of his clients, hk semior positions with Soupmasters Internatiolmal,, where he was its President &
CEO, and Disc International, Ltd., a software firmhere he served as its Chief Executive. Mr. Mikasvalso a director of
Metrologix, a semiconductor metrology company, frime time of its initial start-up until its sale #LA-Tencor Corp. Prior to
forming IMTEC, Mr. Mika was a managing consultanithwCresap, McCormick & Paget and a policy analfgst the National
Science Foundation. He holds a Bachelor of Scidegeee in microbiology from the University of llitiis at Urbana-Champaign and
a Master of Business Administration degree fromHhevard Graduate School of Business.

All directors hold office until our next annual ntiegy of the stockholders and until their succes$éange been duly elected or
qualified. There are no family relationships betwaay of our directors or executive officers.

Board of Directors and Committees of the Board

In fiscal 2007, the Board of Directors held 4 megsi. All directors attended at least 75% of theltotimber of board meetings
and meetings of board committees on which the @tireserved during the time they served on thedoacommittees.

The Board of Directors has determined each of dfieviing directors is an “independent director’sagh term is defined in
Marketplace Rule 4200(a)(15) of the National Asatioh of Securities Dealers, or NASD: Edward A. Doy, Jeffrey M. Krauss,
and H. Duane Wadsworth.

The Board of Directors has established a standinditACommittee, a standing Compensation Committed @ standing
Nominating Committee. Each of our Audit Committ€@mpensation Committee and Nominating Committemimposed entirely of
independent directors in accordance with currersdsg listing standards. Furthermore, each membeuroAudit Committee meets
the enhanced independence standards establishée [Sarbanes-Oxley Act of 2002 and related rulentpkif the Securities and
Exchange Commission (the “SEC”). The Board of Diivex has further determined that Jeffrey M. Kra@sairman of the Audit
Committee, is an “audit committee financial exgeals such term is defined in Item 401(h) of RedalatS-K promulgated by the
SEC, by virtue of his relevant experience listindnis biographical summary provided above.

Audit Committee

The Audit Committee, consisting of Messrs. Dohrikgauss (Chairman) and Wadsworth for fiscal 20@¥jews the adequacy
of internal controls and the results and scopéefitudit and other services provided by



our independent auditors. The Audit Committee meetsodically with management and the independentitars. The Audit
Committee held 5 meetings in fiscal 2007. The BadrDirectors adopted an Audit Committee Chartezppy of which is posted on
our website at www.tegal.com.

Compensation Committee

In fiscal 2007, the Compensation Committee was cag of Messrs. Dohring (Chairman), Krauss and $Madth. The
Compensation Committee held 9 meetings in fisc@l720he functions of the Compensation Committetuthe establishing salaries,
incentives and other forms of compensation for afficers and other employees and administeringincentive compensation and
benefit plans. The Board of Directors has adoptedrapensation committee charter, a copy of whichasted on our website at
www.tegal.com.

Nominating Committee

The Nominating Committee is comprised of Messrsd§Weorth (Chairman), Krauss and Dohring. The Nonmga€ommittee
held 2 meeting in fiscal 2007 and met informallysaveral occasions to discuss particular candidatdsnatters related to corporate
governance. The functions of the Nominating Conemnitire to identify qualified candidates for elettio the Board of Directors and
establish procedures for the director candidate imation and evaluation. The Board of Directors la@®opted a Nominating
Committee charter, a copy of which is posted onveelnsite at www.tegal.com.

The Nominating Committee considers candidates if@ctbr nominees proposed by directors, the Chiefchtive Officer and
stockholders. The Nominating Committee may retadoruiting professionals to identify and evaluatexdidates for director
nominees. No recruiting professionals were retafoethis purpose during fiscal 2007.

The Nominating Committee strives for a mix of skilnd diverse perspectives that are essentiahéoBoard of Directors. In
selecting the nominees, the Nominating Committesesses the independence, business judgment, magatgeancounting and
finance, industry and technology knowledge, un@eiding of manufacturing, leadership, strategicovisknowledge of international
markets and marketing. Further criteria includeaadidate’s personal and professional ethics, iittegnd values, as well as the
willingness to devote sufficient time to attend hivegs and participate effectively on the Board afebtors.

Stockholder Recommendations and Communication witthe Board of Directors

Stockholders may recommend potential candidatedifector. Recommended candidates are screeneddaggado the criteria
outlined above and some recommended candidatesbmanterviewed by the Nominating Committee. The s&adentifying and
evaluating procedures apply to all candidates ficactbr nomination, including candidates submitbgdstockholders.

No candidates were recommended by the stockhothleisg fiscal 2007.

If you would like the Nominating Committee to cahsi a prospective candidate, in accordance witthglaws, please submit
the candidate’s name and qualifications to: Chméstiergenrother, Secretary, Tegal Corporation, Z20¥cDowell Blvd, Petaluma,
CA 94954,

Stockholders may also communicate directly to mesld the Board of Directors or to the chairmentloé standing
committees. Communications received in writing il forwarded to the appropriate member if settédollowing addresses:

Chairman of the Board, c/o Tegal Corporation, 230McDowell Blvd., Petaluma, CA 94954.



Chairman of the Nominating Committee of the Boa/d, Tegal Corporation, 2201 S. McDowell Blvd., Fetaa, CA 94954.
Chairman of the Audit Committee of the Board, cégal Corporation, 2201 S. McDowell Blvd., Petalu@a, 94954,
Chairman of the Compensation Committee of the BagadTegal Corporation, 2201 S. McDowell Blvd.t&ema, CA 94954.

Director Attendance at Annual Meetings

The Board of Directors encourages, but does natiregdirector attendance at the Annual Meetingtufckholders. Messrs.
Martin, Mattson, and Wadsworth attended last yeamisual meeting on July 21, 2006.

Required Vote

Proxies voting for the election of our directorsueat be voted for a greater number of persons thamumber of nominees
named. The four nominees receiving the highest murob affirmative votes of the outstanding sharesamnmon stock present or
represented by proxy and entitled to vote shalleeted as directors to serve until the next anmesdting of stockholders or until
their successors have been duly elected and aaehlifis a result, abstentions and broker non-votlisheve the same effect as
“against” votes.

Recommendation of the Board of Directors

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT THE STOCKHOLDERS VOTE FOR THE
ELECTION OF EACH OF THE NOMINEES LISTED ABOVE.

EXECUTIVE OFFICERS

The following table sets forth information regamgliour executive officers as of March 31, 2007.

Name Age Position

Thomas R. Mika 55 President and Chief Executive Officer

Christine T. Hergenrother 41 Vice President, Chief Financial Officer and Treasur
Steven Selbrede 55 Vice President and Chief Technology Officer
Vahan Tchakerian 46 Vice President, Global Sales

Murali Narasimhan* 42 Vice President, Marketing

Scott Brown 50 Vice President, Sales for North America

* Mr. Narasimhan resigned from the Company on Re2007

Thomas R. Mikavas appointed our President and Chief Executiie€fin March 2005 and appointed Chairman of tloail

in October 2006. Mr. Mika has more than 25 yearsasfior management, finance and consulting expegie®erving on our Board of
Directors of Tegal since 1992, Mr. Mika played & kele in managing the activities leading to outiah public offering in 1995. He
has been head of the Compensation Committee arehear of the Audit Committee. and had served foryears on our Board of
Directors when he was appointed as Executive ViesiBent & Chief Financial Officer in August 200Rrior to becoming our
Executive Vice President and Chief Financial Officéir. Mika founded IMTEC, a boutique investmentnii active in the
management of several companies. In addition toptetimg multiple private equity financings, joinentures, acquisitions and
license agreements on behalf of his clients, hk semior positions with Soupmasters Internatiolmal,, where he was its President &
CEO, and Disc International, Ltd., a software firm,



where he served as its Chief Executive. Mr. Mika waés0 a director of Metrologix, a semiconductoitroiegy company, from the
time of its initial start-up until its sale to KLAencor Corp. Prior to forming IMTEC, Mr. Mika wasmanaging consultant with
Cresap, McCormick & Paget and a policy analysttfe National Science Foundation. He holds a Bach&lScience degree in
microbiology from the University of lllinois at Uama-Champaign and a Master of Business Administrategree from the Harvard
Graduate School of Business.

Christine Hergenrothewas appointed our Vice President, Chief Finan€i&flcer, Secretary and Treasurer in March 2005.
Prior to that, Ms. Hergenrother served as our Direof Corporate Development since June 2004, withcipal responsibility for
Sarbanes-Oxley and general SEC compliance matBatveen September 2002 and March 2004, Ms. Hergerovas the
Corporate Controller of Amarin Pharmaceuticals, From February 1997 until September 2002, Ms. Elergther held increasingly
responsible positions within the finance departneérftegal. Prior to Tegal, she was a senior ac@nrdt Mindscape Inc. and a staff
auditor at the firm of Pisenti & Brinker, LLP. MBlergenrother holds a Bachelor of Science degrégusiness Management from
lllinois State University. Ms. Hergenrother is amizer of the American Institute of Certified Pubficcountants and the California
Society of CPA's.

Steven Selbredeined Tegal as Vice President and Chief Technoldfficer in May 2004. In this capacity, he is respible
for coordinating, developing and overseeing théhnexal direction of the corporation. Mr. Selbredea 30-year veteran of the
semiconductor industry, most recently employed as irdependent consultant, and previously holdingicse Research &
Development management positions with Mattson Teldyy, where he was employed since 1994, Watkinmslan, Genus,
Samsung and National Semiconductor. Mr. Selbrede nesponsible for the development of the MattsoR Eirip and Aspen Il
PECVD tools. He holds a Master’s degree in Phys@® The University of Illinois and a Master’'s degrin Materials Science and
Engineering from Stanford University.

Vahan Tchakeriafoined Tegal as Vice President of Global Saledune 2004. From 2002 to 2004, Mr. Tchakerian wa® Vi
President of Sales, North America for FEI Compamyeading supplier of 3D structural process managersystems. In 2001,
Mr. Tchakerian served as Director of Sales for SK#erica, a supplier of surface preparation equipmand in 2000 was Vice
President of Sales and Business Development foecCAtitomation. Mr. Tchakerian is a 20-year veteodrthe semiconductor
industry and a co-founder of Jasmine Sales Groupaaufacturer’'s rep company, serving as its Prasitem 1993 until 2000.
Previously he was with Prism Technologies and DaPtiotomasks. Mr. Tchakerian holds a Bachelor adfri®e degree in Chemical
Engineering from the University of California, Beigy.

Murali Narasimhanserved as Tegal's Vice President of Marketing fl@aiober 2005 until June 2007. Prior to joining dleg
Mr. Narasimhan was a Senior Director of Strategarkéting in the Films Metrology Division of KLA-Teor, a position that he held
since 2001, and a Senior Director of Segment Margeh KLA's Wafer Inspection Division for a yearipr to that posting. From
1994 through 2000, Mr. Narasimhan held increasinmgisponsible positions in product support, proaasgineering and global
product management within various deposition prodiinsions of Applied Materials including PVD, bdrated Liner Barrier and
Cu Barrier-seed and Electroplating. He has alskegpreviously as a process engineer with SONY-NateResearch Corporation
and Plasma-Therm, Inc. Mr. Narasimhan holds M.8reks in Engineering Management, Materials ScianckEngineering, as well
as a B.S. in Metallurgical Engineering. He is athauof numerous publications in the area of Iragen Circuit processing and holds
several patents.

Scott Brownjoined Tegal as Vice President of Sales for Néutherican in February 2006. Prior to joining Teddl,. Brown
was Senior Vice President of North American Sales @perations for Trikon Technologies, Inc., whighs recently merged with
Aviza Technologies, Inc. From 1984 through 2000, Bhown held senior sales management roles witkofifElectrotech, Eaton
Semiconductor, Sputtered Films, Inc. and Materidsearch Corporation. He also has extensive experig process engineering
roles at TRW, McDonnell Douglas Commodore Semicatmuand Rockwell.



PROPOSAL NO. 2

APPROVAL OF AN AMENDMENT TO THE CERTIFICATE OF INCO RPORATION
TO REDUCE THE NUMBER OF AUTHORIZED SHARES

General

The Board of Directors has considered, deemed alleisadopted a resolution approving and recommentige stockholders
for their approval of an amendment to the Compaiytended and Restated Certificate of Incorporatmreduce the Company’s
(i) total authorized number of shares from 205,000,to 55,000,000 shares and (ii) authorized nurobshares of common stock
from 200,000,000 to 50,000,000 shares. The numbauntborized shares of preferred stock (5,000,0a)ld not be changed by this
amendment. If the amendment is adopted, it willobee effective upon filing of a Certificate of Amendnt of the Company’s
Amended and Restated Certificate of Incorporatidtih whe Secretary of State of the State of Delawareopy of the proposed
Certificate of Amendment is attached to this pretatement as Appendix A.

The Board of Directors is requesting approval & teduction in the Company’s authorized sharestiuge the amount of
annual franchise fees that the Company is requorqzhy as a result of being incorporated in Delawdihe annual franchise fee in
Delaware is calculated based on the number of shdrstock that a company has authorized for isseian

Even if the stockholders approve the amendmentécCompany’s Amended and Restated Certificate adrpporation that is
the subject of this Proposal, the filing of a Cflaréite of Amendment to effect such amendment wélldb the sole discretion of the
Board of Directors.

THIS PROPOSAL DOES NOT RELATE TO ANY PLANNED STOCEKPLIT OR REVERSE STOCK SPLIT. IN NO
EVENT WILL APPROVAL OF THIS PROPOSAL RESULT IN ANYHANGE IN THE NUMBER OF SHARES OF COMPANY
COMMON STOCK THAT ARE CURRENTLY ISSUED AND OUTSTANING.

A reduction in the number of shares authorizedigsuance may mean that the Company has insuffisieartes available for
issuance in connection with a stock dividend, ngisidditional capital, acquiring other businesssiblishing strategic relationships
with corporate partners or providing equity incees to employees and officers or for other corgorairposes. If the Board of
Directors determines that it is necessary or appatgpto issue additional shares beyond those da#t for issuance, a future
amendment to the Company’s Amended and Restatdifi€ée of Incorporation may be required, whichule require stockholder
approval.

Required Vote

The affirmative vote of the holders of a majorifytiee outstanding shares of the Company’s CommonkSwill be required to
approve this amendment to the Company’s AmendedResdated Certificate of Incorporation. As a resalitstentions and broker
non-votes will have the same effect as “Againstiego

Recommendation
THE BOARD OF DIRECTORS RECOMMENDS A VOTE IN FAVOR O F THE AMENDMENT.



PROPOSAL NO. 3
APPROVAL OF THE 2007 INCENTIVE AWARD PLAN

General

On June 27, 2007, our Board of Directors (the “B&aunanimously adopted, subject to stockholderrapal, the Tegal
Corporation 2007 Incentive Award Plan (the “200@rP) for members of the Board, employees and ctanstd of the Company and
its subsidiaries. The 2007 Plan will become effectivhen the 2007 Plan is approved by the affirneatiote of the holders of the
majority of our Common Stock present, or represgrded entitled to vote thereon at the Annual Megtif Stockholders.

The Board believes that the 2007 Plan will prontb&esuccess and enhance the value of the Compalyking the personal
interest of participants to those of Company stotdérs and by providing participants with an inéemfor outstanding performance.

The 2007 Plan provides for the grant of stock agjdoth incentive stock options and nonqualifiextls options, restricted
stock, stock appreciation rights, performance shaperformance stock units, dividend equivalerttsckspayments, deferred stock,
restricted stock units, other stock-based awandd, performance-based awards to eligible individualsummary of the principal
provisions of the 2007 Plan is set forth below. Buenmary is qualified by reference to the full textthe 2007 Plan, which is
attached as appendix B to this Proxy Statement.

Administration

The 2007 Plan will be administered by the Boarce Bloard may delegate to a committee of one or members of the Board
or one or more officers of the Company the authdit grant or amend awards to participants othan thenior executives of the
Company who are subject to Section 16 of the Séesiind Exchange Act of 1934, as amended (theH&nge Act”) or employees
who are “covered employees” within the meaning ettdn 162(m) of the Internal Revenue Code of 1@6amended, and the
regulations thereunder (the “Code”).

The Board will have the exclusive authority to adister the 2007 Plan, including the power to deteeneligibility, the types
and sizes of awards, the price and timing of awardsthe acceleration or waiver of any vestingriain.

Eligibility
Persons eligible to participate in the 2007 Placlude all members of the Board, approximately 90plegees, and
approximately 5 consultants of the Company andutssidiaries, as determined by the Board.

Limitation on Awards and Shares Available

An aggregate of 1,000,000 shares of Common Stoakagable for grant pursuant to the 2007 Plans pihe number of shares
of Common Stock which are or become availabledsuance under the Eighth Amended and RestatedBE{¥98/ Participation Plan
of Tegal Corporation and the Fifth Amended and &est Stock Option Plan for Outside Directors of dlégorporation and which
are not thereafter issued under such plans. AsilgfiB, 2007 an aggregate of 816,704 shares of Gom@&tock would have been
available for grant pursuant to the 2007 Planuidicig shares related to the Eighth Amended andales11998 Equity Participation
Plan of Tegal Corporation and the Fifth Amended Bedtated Stock Option Plan for Outside Directdr§enal Corporation. The
payment of dividend equivalents in conjunction wethtstanding awards will not be counted againststises available for issuance
under the 2007 Plan. The shares of Common Stoosredwy the 2007 Plan may be treasury shares, iagtidout unissued shares,
or shares purchased in the open market. To the



extent that an award terminates, expires or lafizeany reason, any shares subject to the awardbmaysed again for new grants
under the 2007 Plan. In addition, shares tenderedtbheld to satisfy the grant or exercise pricgax withholding obligation may
be used for grants under the 2007 Plan. To thenepermitted by applicable law or any exchange,rsitares issued in assumption
of, or in substitution for, any outstanding awaadsany entity acquired in any form of combinatiop thhe Company or any of its
subsidiaries will not be counted against the shavedable for issuance under the 2007 Plan.

The maximum number of shares of Stock that mayubgest to one or more awards granted to any onecjpamnt pursuant to
the 2007 Plan during any calendar year is 350,0@0tlae maximum amount that may be paid in casmduany calendar year with
respect to any performance-based award is $500/306f July 18, 2007, the record date, the clogirige of the Common Stock on
the Nasdaq Capital Market was $6.66 per share. Pprih 1, 2006 through March 31, 2007, no share€ommon Stock have been
acquired by our employees pursuant to exercisesitstanding stock options.

Awards

The 2007 Plan provides for the grant of incentiteels options, nonqualified stock options, restucgtock, stock appreciation
rights, performance shares, performance stock,utiitglend equivalents, stock payments, deferredkstrestricted stock units, other
stock-based awards, and performance-based awasdietdrmination has been made as to the types auramof awards that will be
granted to specific individuals pursuant to the 2@0an. See the Summary Compensation Table and<Goalan-Based Awards
Table, below, for information on prior awards towesd executive officers.

Stock options, including incentive stock optionsdefined under Section 422 of the Code, and ndifigdastock options may
be granted pursuant to the 2007 Plan. The optiencese price of all stock options granted purstarhe 2007 Plan will not be less
than 100% of the fair market value of the Stocklmndate of grant. Stock options may be exercisedietéermined by the Board, but
in no event after the tenth anniversary date ohtgrprovided that a vested nonqualified stock aptimoay be exercised up to 12
months after the optionee’s death. The aggregatenfarket value of the shares with respect to wiiiptions intended to be incentive
stock options are exercisable for the first timeabyemployee in any calendar year may not exce@d,8Q0, or such other amount as
the Code provides. No stock option may be exerdisedhole or in part following an employee’s ter@iion of employment by the
Company for “cause,” as defined in the 2007 Plan.

Upon the exercise of a stock option, the purchase pnust be paid in full in either cash or its iealent, by delivering a
promissory note bearing interest at no less thah sate as shall then preclude the imputation tdr@st under the Code, or by
tendering previously acquired shares of CommonStaith a fair market value at the time of exercéspual to the exercise price
(provided such shares have been held for suchgefitime as may be required by the Board in otdeavoid adverse accounting
consequences and have a fair market value on tieeoflalelivery equal to the aggregate exerciseepoicthe option or exercised
portion thereof) or other property acceptable ® Board (including through the delivery of a notibat the participant has placed a
market sell order with a broker with respect torshahen issuable upon exercise of the option tlaidthe broker has been directed
to pay a sufficient portion of the net proceedshef sale to the Company in satisfaction of theawspéxercise price, provided that
payment of such proceeds is then made to the Comgaaon settlement of such sale). However, no ppéit who is a member of
the Board or an “executive officer” of the Compamghin the meaning of Section 13(k) of the Exchaidge will be permitted to pay
the exercise price of an option in any method whiohild violate Section 13(k) of the Exchange Act.

Restricted stock may be granted pursuant to th@ Zdan. A restricted stock award is the grant @freb of Stock at a price
determined by the Board (including zero), that emtmansferable and may be subject to substansiklaf forfeiture until specific
conditions are met. Conditions may be based oniraging employment or achieving performance goalsrify the period of
restriction, participants holding shares of resdcstock may have full voting and dividend rightish respect to such shares. The
restrictions will lapse in accordance with a schedu other conditions determined by the Board.
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A stock appreciation right (a “SAR”) is the riglat teceive payment of an amount equal to the exafetbe fair market value of
a share of Common Stock on the date of exercistheoEAR over the fair market value of a share aoh@mn Stock on the date of
grant of the SAR.

The other types of awards that may be granted utider2007 Plan include performance shares, perfucenatock units,
dividend equivalents, deferred stock, restricteglsunits, and other stock-based awards.

The Board may grant awards to employees who amagrbe “covered employees,” as defined in Sect&2(rh) of the Code,
that are intended to be performance-based awarttinwthe meaning of Section 162(m) of the Code ideo to preserve the
deductibility of these awards for federal income. farticipants are only entitled to receive payhfena performance-based award
for any given performance period to the extent firatestablished performance goals set by the Bfwarthe period are satisfied.
These pre-established performance goals must el lias one or more of the following performanceecid: net income, pre-tax
income, operating income, cash flow (including, bat limited to, operating cash flow and free cistv), earnings per share, return
on equity, return on invested capital or assetst @uctions or savings, funds from operationpregiation in the Fair Market Value
of Stock and earnings before any one or more offdllewing items: interest, taxes, depreciationapnortization. The Board shall
define in an objective fashion the manner of cating the performance criteria it selects to usesteh awards. These performance
criteria may be measured in absolute terms or agpaced to any incremental increase or as comparegsults of a peer group. With
regard to a particular performance period, the Badnall have the discretion to select the lengtthefperformance period, the type
of performance-based awards to be granted, angdis that will be used to measure the performémcthe period. In determining
the actual size of an individual performance-baae@rd for a performance period, the Board may reduceliminate (but not
increase) the award. Generally, a participant ae to be employed on the date the performancedbasard is paid to be eligible
for a performance-based award for any period.

Amendment and Termination

The Board, subject to approval of the Board, mamiteate, amend, or modify the 2007 Plan at any tipnevided, however
that stockholder approval will be obtained for aamgendment to the extent necessary and desiralglentply with any applicable
law, regulation or stock exchange rule, to increagenumber of shares available under the 2007, Riapermit the Board to grant
options with a price below fair market value on tia¢e of grant, or to extend the exercise periocifooption beyond ten years from
the date of grant. In addition, absent stockholggsroval, no option may be amended to reduce theshmre exercise price of the
shares subject to such option below the per shegecise price as of the date the option was graated] except to the extent
permitted by the 2007 Plan in connection with dartzhanges in capital structure, no option may tangd in exchange for, or in
connection with, the cancellation or surrenderrobption having a higher per share exercise price.

In no event may an award be granted pursuant t@@0& Plan on or after the tenth anniversary ofdate the stockholders
approve the 2007 Plan.

Federal Income Tax Consequences

With respect to nonqualified stock options, the @any is generally entitled to deduct and the ogorecognizes taxable
income in an amount equal to the difference betviberoption exercise price and the fair market @afithe shares at the time of
exercise. A participant receiving incentive stogkions will not recognize taxable income upon gradditionally, if applicable
holding period requirements are met, the partidipath not recognize taxable income at the timeemércise. However, the excess of
the fair market value of the Common Stock receiveer the option price is an item of tax prefereimmme potentially subject to
the alternative minimum tax. If stock acquired ugsercise of an incentive stock option is heldgor
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minimum of two years from the date of grant and gear from the date of exercise, the gain or lassag amount equal to the
difference between the fair market value on the dditsale and the exercise price) upon disposiifaime stock will be treated as a
long-term capital gain or loss, and the Company magt be entitled to any deduction. If the holdimgriod requirements are not met,
the incentive stock option will be treated as oitéciv does not meet the requirements of the Codafentive stock options and the
tax consequences described for nonqualified stptkms will apply.

The current federal income tax consequences of @wards authorized under the 2007 Plan generallpw certain basic
patterns: SARs are taxed and deductible in subalignthe same manner as nonqualified stock optimstransferable restricted
stock subject to a substantial risk of forfeituesults in income recognition equal to the excegb@fair market value over the price
paid, if any, only at the time the restrictionsdagunless the recipient elects to accelerate rétmy as of the date of grant); stock-
based performance awards, dividend equivalentsatinelr types of awards are generally subject toatathe time of payment.
Compensation otherwise effectively deferred is dawden paid. In each of the foregoing cases, thegamy will generally have a
corresponding deduction at the time the particip@ebgnizes income, subject to Code Section 1624itt) respect to covered
employees.

New Plan Benefits

No awards will be granted pursuant to the 2007 Btait it is approved by the Company’s stockholdémsaddition, awards are
subject to the discretion of the Board. Therefdtrés not possible to determine the benefits thék me received in the future by
participants in the 2007 Plan or the benefits thatild have been received by such participantseif2®07 Plan had been in effect in
the year ended March 31, 2007.

Vote Required

Adoption of the 2007 Plan requires approval by boddof a majority of the outstanding shares of CamypCommon Stock
who are present, or represented, and entitledtthereon, at the Annual Meeting of Stockholders.

Recommendation

THE BOARD RECOMMENDS A VOTE “FOR” THE APPROVAL OF T HE 2007 EQUITY INCENTIVE AWARD
PLAN.
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PROPOSAL NO. 4

RATIFICATION OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

Our Board of Directors appointed the firm of Bupilger & Mayer LLP, Independent Registered Publaxdunting Firm, to
audit our financial statements for the fiscal yeading March 31, 2008. We expect representativé&uaf, Pilger & Mayer LLP to be
present at the Annual Meeting and will have theaspmity to respond to appropriate questions andhédke a statement if they
desire.

Previous Changes in Independent Registered Publicc&dounting Firm

On August 23, 2006, our Audit Committee dismisseasMAdams LLP, our Independent Registered Publapéating Firm.
We decided to change accounting firms in ordereduce expenses. Moss Adams LLP’s reports on ousotidated financial
statements as of, and for the years ended, MarcB®b and 2006 contained no adverse opinion afaiiser of opinion and were
not qualified or modified as to uncertainty, awuslibpe or accounting principle, except for an exqiary paragraph included in each
of such reports which explanatory paragraph idiedtifactors raising substantial doubt about outitgbio continue as a going
concern.

During the period from July 9, 2004 through Aug23t 2006, there were no disagreements with Mossm&dalLP on any
matter of accounting principles or practices, ficiahstatement disclosure or auditing scope or gatace, which disagreements, if not
resolved to the satisfaction of Moss Adams LLP, Mdave caused Moss Adams LLP to make referencetthan its reports on our
consolidated financial statements as of and foy#as ended March 31, 2005 and 2006. During thegé&om July 9, 2004 through
August 23, 2006, there were no reportable evestthat term is defined in Item 304(a)(1)(v) of Riegion S-K.

We have provided Moss Adams LLP with a copy of theegoing disclosures. A copy of Moss Adams LLR:ttdr dated
August 25, 2006, stating its agreement with suelestents, was filed as Exhibit 16.1 to our Currf@eport on Form 8-K filed
August 28, 2006.

On August 23, 2006, our Audit Committee of the Rbaf Directors appointed Burr, Pilger & Mayer LLR @ur new
Independent Registered Public Accounting Firm asAofust 23, 2006. During the two most recent fisgaars and through
August 23, 2006, neither we nor anyone on our Betmbsulted Burr, Pilger & Mayer LLP regarding eththe application of
accounting principles to a specified transactidthee completed or proposed, or the type of auplihion that might be rendered on
our consolidated financial statements, nor has,Britger & Mayer LLP provided to us a written repor oral advice regarding such
principles or audit opinion. Nor have we consuligth Burr, Pilger, Mayer LLP on any matter that vithe subject of a disagreement
or a reportable event.

Audit Fees

The aggregate fees billed for professional servieaslered by Burr, Pilger & Mayer LLP for the auditour annual financial
statements for the fiscal year ended March 31, 20@/reviews of the financial statements inclugledur quarterly reports on Form
10-Q for the fiscal year ending March 31, 2007, aedvices that are normally provided by the Buitgd? & Mayer LLP in
connection with statutory and regulatory filingsdaengagements for that fiscal year were approxim#&280,000. The aggregate
fees billed for professional services rendered ms#/Adams, LLP for the audit of our annual finahstatements for the fiscal year
ended March 31, 2006, the reviews of the finanstatements included in our quarterly reports omta&0-Q for the fiscal year
ending March 31, 2006, and services that are ndyrpedvided by the Moss Adams, LLP in connectiothwstatutory and regulatory
filings and engagements for that fiscal year wgngraximately $370,000.
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Financial Information Systems Design and Implementtion Fees

Burr, Pilger & Mayer LLP and Moss Adams LLP did mender any professional services to us of the tigseribed in Rule 2-
01(c)(4)(ii) of Regulation S-X during the fiscalareended March 31, 2007 or the fiscal year endectivial, 2006.

Audit-Related Fees

The aggregate fees billed by Moss Adams LLP forui@sxe and related services that were reasonaldyedeto the
performance of the audit or review of the Comparfinencial statements and are not reported abowerutAudit Fees” were
approximately $7,000 for the fiscal year ended M&t, 2007. The aggregate fees billed by PricewateseCoopers LLP for
assurance and related services that were reasoredbtgd to the performance of the audit or reviadwhe Company’s financial
statements and are not reported above under “Agdis” were approximately $35,000 for the fiscalrysaled March 31, 2006. The
services for the fees disclosed under this categerse for work done in relation to the review ofgpryear numbers in the
Company'’s form 10-K, Form S-8, and Form S-3.

Tax Fees

The aggregate fees billed by Burr, Pilger & MaydrP for professional services rendered for tax climmge, tax advice, and
tax planning were approximately $45,000 for thedlsyear ended March 31, 2007 and approximatelyOpbduring the fiscal year
ended March 31, 2006.

Audit Committee Pre-Approval Policies

The Audit Committee has adopted a policy that nexguthe Audit Committee to approve all audit andssible non-audit
services to be provided by the independent audiftine Audit Committee has established a generahppeoval policy for certain
audit and non-audit services, up to a specifiedwarhéor each identified service that may be prodithy the independent auditors.
The Chairman of the Audit Committee may specificapprove any service within the pre-approved aadd non-audit service
category if the fees for such service exceed theirmam set forth in the policy, as long as the exdegs are not reasonably expected
to exceed $50,000. Any such approval by the Chairmast be reported to the Audit Committee at itst seheduled meeting. The
general pre-approval fee levels for all servicedéoprovided by the independent auditors are rexdeannually by the Audit
Committee. The Company’s annual tax return servimesided by Burr, Pilger & Mayer were 16% of thwal audit fees for the
fiscal year ended March 31, 2007 and 19% of thed tnidit fees for the fiscal year ended March 3D&2

Required Vote

Ratification of the appointment of Burr, Pilger &ayler LLP as our Independent Registered Public Aatog Firm is not
required by our bylaws or other applicable legguisements. However, our board is submitting tHec®n of Burr, Pilger & Mayer
LLP to our stockholders for ratification as a maté good corporate practice. Ratification requitee approval by holders of a
majority of the outstanding shares of company commtock who are present or represented by proxthetmeeting. If our
stockholders fail to ratify the selection, the Au@ommittee of the Board of Directors will recoraidvhether or not to retain that
firm. Even if the selection is ratified, the AudMommittee at its discretion may direct the appoentof a different independent
accounting firm at any time during the year iféermines that such a change would be in our hesEists and in the best interests of
our stockholders.

Recommendation of the Board of Directors

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT THE STOCKHOLDERS VOTE FOR THE
RATIFICATION OF THE APPOINTMENT OF BURR, PILGER & M AYER LLP AS OUR INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM FOR THE FISCAL YEAR ENDING M ARCH 31, 2008.
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AUDIT COMMITTEE REPORT

Notwithstanding anything to the contrary set fomthany of the Company’s filings under the Secwithect of 1933 or the
Securities Exchange Act of 1934, the following AGdimmittee Report shall not be incorporated bygmerfice into any such filings
and shall not otherwise be deemed to be filed uadehn Acts.

The Audit Committee of our Board of Directors isyqarised of independent directors as required byistiag standards of the
Nasdaq National Market. The Audit Committee opergtersuant to a written charter adopted by our 8@drDirectors, a copy of
which has been filed with the SEC.

The role of the Audit Committee is to oversee omaficial reporting process on behalf of the Boafdwoectors. Our
management has the primary responsibility for anarfcial statements as well as our financial répgrprocess, principles and
internal controls. The Independent Registered BuBlicounting Firm is responsible for performing aadit of our financial
statements and expressing an opinion as to th@wuoit§ of such financial statements with generaltgepted accounting principles.

In this context, the Audit Committee has reviewed discussed our audited financial statements andffor the year ended
March 31, 2007 with management and the IndeperiRegistered Public Accounting Firm. The Audit Contagthas discussed with
the Independent Registered Public Accounting Fimenrhatters required to be discussed by StatemeAuditing Standards No. 61
(Communication with Audit Committees), as currenitiyeffect. In addition, the Audit Committee hasewved the written disclosures
and the letter from the Independent Registeredi®utdcounting Firm required by Independence Stasl@oard Standard No. 1
(Independence Discussions with Audit Committees)carrently in effect, and it has discussed wite thdependent Registered
Public Accounting Firm their independence from Tke Audit Committee has also considered whethelrtiependent Registered
Public Accounting Firm’s provision of informatioredhnology services and other non-audit servicesistds compatible with
maintaining the Independent Registered Public Anting Firm’s independence.

Based on the reports and discussions describeceabioy Audit Committee recommended to the Boar®iodctors that the
audited financial statements be included in our yairReport on Form 10-K for the year ended MarchZID7, for filing with the
Securities and Exchange Commission.

Submitted on June 27, 2007 by the members of tltbt Mommittee of the Board of Directors.

Jeffrey M. Krauss
Edward A. Dohring
H. Duane Wadsworth
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EXECUTIVE COMPENSATION AND RELATED INFORMATION

Compensation Discussion and Analysis
Overview of Compensation Programs and Philosophy

Our philosophy is to provide a total compensatiankage that is competitive with the prevailing pices for our industry and
geographic locations. We believe that there shbsla@ strong link between pay and performance, abthe Company level and the
individual level. Although we believe that excepigb individual performance should be rewarded, wbele that such rewards
should not be made unless there has been strong&@gnperformance as well. Compensation levels el in place, or in some
cases reduced, in prior years pending improvemantsverall Company performance, and were therefogbeved to be low
compared to our peer group companies.

Components of Tegal's Compensation Program

There are four major elements that comprise Tegadecutive officer compensation program: (i)badarga (ii)annual cash
bonus (iii)long-term incentives, such as stock @pdiand restricted stock awards; and (iv)retirerbenefits provided under a 401(k)
plan. Tegal has selected these elements becaukeiseaonsidered useful and/or necessary to meetoormeore of the principal
objectives of our compensation policy. For instarlzzse salary and bonus target percentage areitbethe goal of attracting and
retaining employees, adequately compensating thera day-to-day basis for the time spent and theicses they perform, and
rewarding them for achievement at specified leeélfinancial and individual performance. Our stagition grants are intended to
provide an incentive and reward for the achievenoénbng-term business objectives, including acbiment of our financial goals
and growth of the Company. Tegal believes thatel@sments of compensation, when combined, areteffe and will continue to
be effective, in achieving the objectives of oumpensation programs.

Tegal's compensation program is intended to asthaethe Company’s compensation and benefits gsliattract, motivate
and retain the key employees necessary to supperCbmpany’s growth and success, both operatiomaity strategically. The
Company intends to design and implement compemsaitial benefit programs for the Company’s officard ather executives in
order to meet these guiding principles. To meetdtabjectives, Tegal has adopted the following ridieg policies:

. Pay total compensation that is competitive wiith practices of other companies of similar sizeiargimilar industries;

. Use total cash compensation (salary plus anrasti bonus) to recognize appropriately each indatidificer's scope of
responsibility, role in the organization, experier@nd contributions;

. Reward performance by:

. Providing short-term bonus compensation by esthiblg a Bonus Plan (the “Bonus Plan”) to rewartieeement at
specified levels of financial and individual perftance. Each executive’'s goals relate to key firmngieasures,
including company-specific measures representitgesement of targeted revenue, gross profit andatjpg expense
levels. Performance by executives can have a sgnif impact on each of these items, resultingriproved financial
performance and therefore value to stockholdererd’is an expectation that goals specific to eadlvidual executive
officer represent an advance over current conditrather than a continuation of the status quo.

. Providing long-term incentives in the form of gtaptions and restricted stock awards in ordeetain those individuals
with the leadership abilities necessary for increggdong-term stockholder value while aligning theerests of our
officers with those of our stockholders.
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The above policies were established by the Compiens€ommittee (the “Committee”) of the Board ofr&itors (the
“Board”) in setting executive officer compensatiom;luding the assessment of the appropriate dlilmc@among salaries, short- and
long-term incentives. Other considerations incldtgal’'s business objectives, competitive practiard trends, and regulatory
requirements.

Oversight of Executive Compensation

Tegal's executive compensation program is oversash administered by the Committee, which is conegrientirely of
independent directors as determined in accordaittevarious Nasdaq, Securities and Exchange Conwnissd Internal Revenue
Code rules.

The Committee meets regularly with Tegal's Predider Chief Executive Officer, Mr. Mika, to obtaiacommendations with
respect to Company compensation programs, praditégpackages for executives, other employees mectars. Mr. Mika makes
recommendations to the Committee on the base sdlanus targets and equity compensation for thewxe team and other
employees. The Committee considers, but is not ¢baarand does not always accept, Mr. Mika’s recomaagons with respect to
executive compensation. The Committee seriouslysidens proposals made by Mr. Mika, and executivengensation levels
established for fiscal 2007 were generally baseshupcommendations made by Mr. Mika.

Mr. Mika attends most of the Committee’s meetirgg, the Committee also regularly holds executivasigams not attended by
any members of management or non-independent disecthe Committee discusses Mr. Mika's compensapiackage with him,
but makes decisions with respect to Mr. Mika’s cemgation without him present. The Committee hasltfimate authority to make
decisions with respect to the compensation of amed executive officers. All grants of stock optida newly-hired employees and
to existing employees are made by the CommittetneBoard at regularly scheduled quarterly meetiigfe Committee also has
authorized Mr. Mika to make salary adjustments ahdrt-term incentive (bonus) decisions for all eypks other than executive
officers.

The Committee reviews the compensation program roraszneeded basis. In setting compensation lewels fparticular
executive, the Committee takes into consideratiengroposed compensation package as a whole ahdelanent individually, as
well as the executive’s past and expected futungribmtions to our business.

In determining the particular elements of compedosathat will be used to implement Tegal's over@mpensation policies,
the Committee reviews the Company’s financial penance, and the continued improvement expectetiéncoming fiscal year
operating budgets, difficulties still facing the iBpany in achieving its operating budget, achievenaértargeted revenue, gross
profit and operating expense levels, as well axztimpetitive environment in which the Company opesa

Reliance on Compensation ConsultanfBhe Committee has the authority to engage its awlependent advisors to assist in
carrying out its responsibility and, in fiscal 20@fie Committee retained a compensation consultaassist in evaluating Tegal's
chief executive officer compensation, and in pattc the allocation of such compensation amongrgalad short- and long-term
incentives for years beginning with fiscal 2008.r Rbis purpose, the Committee engaged Compensd@iesign Group, an
independent consulting firm, to review the emergirends and best practices for chief executive giapng companies similar in
size, industry and geographic location.

A representative of Compensation Design Group déérseveral meetings of the Committee during fi2€@l7 in connection
with its review of compensation practices to impéinfor fiscal 2008. In addition, representativésCompensation Design Group
had frequent communications with the chair of tlemtittee outside of this meeting. Compensation @e8&roup reported to the
Committee rather than to management, although ¢insuitant met with management from time to time garposes of gathering
information. The Committee has not yet determinéativer it will continue to work with Compensatioedign Group, or engage
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any other consultant, during fiscal 2008 in conieecwith its deliberation of compensation practitesmplement for fiscal 2008
relating to executive officers. Compensation Des@rmoup has not provided any other services to Tegal has received no
compensation other than with respect to the sesyicevided to the Committee.

Base Salary

The Committee periodically reviews executive baakarg and other components of executive compemnsdatioensure that
overall compensation remains competitive in our kegalace. As a result of such a review, salariesngufiscal 2007 remained
unchanged from fiscal 2006.

Bonus Plan

In order to motivate executives and managers inatt@nment of our annual goals and to enhanceability to attract and
retain key managerial employees through a competitompensation package, we have adopted an apetiaimance bonus plan
for certain executives and managers. Under this, gach executive or manager has an annual booestive target expressed as a
percentage of that executive’s or manager's baseysa he attainment of the target bonus is deteechiby the degree to which an
individual achieves specific annual objectives dydthe degree to which we achieve our annual fiilgrm@an. The amount an
individual receives may be reduced to the exteat the Company falls short of our annual finangialin goals. In fiscal 2007, no
performance bonuses were paid. For fiscal 2008ndmeed executive officers annual bonus incentikgeta are from 30% to 50% of
annual base salary.

Long-Term Incentive Compensation

Tegal provides long-term incentive compensatioough awards of stock options and restricted sthaek generally vest over
multiple years. Tegal’'s equity compensation progiaintended to align the interests of our officerth those of our stockholders by
creating an incentive for our officers to maximseckholder value. The equity compensation progaés is designed to encourage
our officers to remain employed with Tegal in ayveompetitive labor market.

Equity-based incentives are granted to our offiegrder Tegal's stockholder-approved Equity Incenftan. The Committee
has in the past several years only granted equrds to executive officers at its scheduled mestirGrants approved during
scheduled meetings become effective and are pasexf the date of approval, or a predetermineddéutiate (for example, new hire
grants are effective as of the later of the datappiroval or the newly hired employee’s start daddl)grants of stock options or other
equity awards to newly-hired employees are madiadyCommittee or the Board at regularly schedulezttgrly meetings.

All stock options or other equity awards approveddrant at a regular quarterly Board or Committexeting are granted as of
the date of such meeting (the “Grant Date”), predidhat if public announcement of material inforimatother than quarterly
earnings is anticipated, the Grant Date may berdmfeat the discretion of the Board or Committedil wuafter release of such
information. The exercise price of all options dgeghat regular quarterly meetings are at the ofppiice of the Company’s Common
Stock on the Grant Date, as reported by the NaStlack Market.

The Committee believes that stock options andicéstr stock awards can be effective tools for nmeeliegal’'s compensation
goal of increasing long-term stockholder value ping the value of the stock options and restricstock awards to Tegal's
performance in the future. The number of optiorss @ommittee grants to each officer and the vesiitigedule for each grant is
determined based on a variety of factors, including Committee’s goal of increasing the proportmhnlong-term incentive
compensation awarded to executive officers. Thekstptions and restricted stock awards grantedstaf 2007 were based upon
recommendations given by Mr. Mika, as well as tloengittee’s own view as to the performance of eatetive. Stock options
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and restricted stock awards generally vest 25%ypar over four years and typically have a ten-yean. All stock option grants
have a per share exercise price equal to the faikehvalue of Tegal's common stock on the grate.da

Please see the section entitled “Proposal No. préval of the 2007 Stock Option Plan” for furthefdrmation. We believe
that stockholder approval of the 2007 Plan is irtgoarto allow us to continue attracting and retagnkey employees and executive
officers, and to motivate executives and other eyg®s to achieve our goals.

Other Benefits and Perquisites

Our named executive officers are eligible to pgtite in the Tegal Corporation Employee Savings Ratrement Plan (the
“401(k) Plan”). Under the 401(k) Plan, all Tegal @oyees are eligible to participate and to recenatching contributions from
Tegal that are subject to vesting over time.

Tegal also offers a number of other benefits torthmed executive officers pursuant to benefit ogr that it maintains for
broad-based employee participation. These benafitgrams include medical, dental and vision insceafong-term and short-term
disability insurance, life and accidental death dismemberment insurance, health and dependenffleailele spending accounts,
business travel insurance, educational assistengglpyee assistance and certain other benefits.

Employment Contracts and Change of Control

Tegal has entered into employment agreements wgtiChief Executive Officer and Chief Financial ©&i. The Board of
Directors has approved a severance arrangemeits$ fmther executive officers and other key empleywhich generally provides for
severance in an amount equal to six month’s bdaeys&aowever, in the event that an executive effis terminated as a result of a
change of control, the Company will continue to maxh executive officer's base salary and certanelits for a period of 12
months.

Accounting and Tax Considerations

In designing its compensation programs, Tegal tak®sconsideration the accounting and tax effaat tach element will or
may have on Tegal and the executive officers ahdra@mployees as a group. Tegal recognizes a charegrnings for accounting
purposes when either stock options or restrictecksawards are granted. In addition, since restilistock awards provide immediate
value to employees once vested, while the valugtaifk options is dependent on future increasekdrnvalue of Tegal stock, Tegal
may be able to realize the same retention valua &emaller number of shares of restricted stodoagpared to stock options.

In addition, Tegal has not provided any executiffieer or director with a gross-up or other reimeement for tax amounts the
executive might pay pursuant to Section 280G oti@@d09A of the Internal Revenue Code.

In determining which elements of compensation ardd paid, and how they are weighted, Tegal alkestanto account
whether a particular form of compensation will lmnsidered “performance-based” compensation for gaep of Section 162(m) of
the Internal Revenue Code. Under Section 162(mjalfgenerally receives a federal income tax dedaodiir compensation paid to
any of its named executive officers only if the gansation is less than $1 million during any fisgeédr or is “performance-based”
under Section 162(m). Our Committee currently id&eto continue seeking a tax deduction for all @§dl’'s executive compensation,
to the extent we determine it is in the best irdref Tegal. All of the stock options and restitistock awards granted to our
executive officers qualify under Section 162(mpasformance-based compensation.

Compensation Committee Report

The information contained in this report shall ri# deemed to be “soliciting material” or “filed” vt the SEC or subject to
the liabilities of Section 18 of the Exchange Amtcept to the extent that Tegal specifically incoapes it by reference into a
document filed under the Securities Act or the Brgle Act.
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We, the Compensation Committee of the Board of dines of Tegal, Inc., have reviewed and discusbkedGompensation
Discussion and Analysis contained in this proxytesteent with management. Based on such review ascushion, we have
recommended to the Board of Directors that the Garsation Discussion and Analysis be included is Brioxy Statement and in
Tegal's Annual Report on Form 10-K for the fiscahy ended March 31, 2007.

THE COMPENSATION COMMITTEE

Ed Dohring, Chair
Jeff Krauss
Duane Wadsworth

20



EXECUTIVE COMPENSATION

The following table shows, for the fiscal year ethddarch 31, 2007, the cash compensation paid lndsour subsidiaries as
well as certain other compensation paid or accfoedhose years for services in all capacitiesh® person serving as the Chief
Executive Officer during fiscal 2007 and the otkleree most highly compensated executive officerssghtotal annual salary and
bonus exceeded $100,000 in fiscal 2007 (the “NafBrelcutive Officers”). Mr. Narasimhan resigned frdns position at the
Company on June 22, 2007.

Summary Compensation Table

Stock Option All Other

Salary Awards Awards Compensation Total
Name and Principal Position Year ($) (%) (1) %) (2 %) (3) (%)
Thomas Mika 2007 225,639 459,777 67,509 9,900 762,826
Chairman, President & CEO
Christine Hergenrother 2007 148,624 166,687 73,104 388 388,803
Vice President & CFO
Scott Brown 2007 202,312 (4) 34,500 100,019 9,807 346,637
Vice President, Sales N. America
Murali Narasimhan 2007 175,843 228,018 17,217 135 421,213
VP Marketing
Steven Selbrede 2007 148,857 176,167 65,105 411 390,540
VP Technology & CTO
Vahan Tchakerian 2007 219,152 (5)| 187,770 59,568 9,874 476,364
Vice President, Global Sales

(1) The amounts included in the “Stock Awards” enfurepresent the compensation cost that was recadyhiy the Company in
fiscal year 2007 related to awards of restrictegtistgranted during fiscal year 2007 and previossdii years determined in
accordance with Statement of Financial Accountitan®&ards No. 123R (“SFAS 123R"). The valuation agsions used in
determining such amounts are described in Note dutoconsolidated financial statements include@un annual report on
Form 10-K for the fiscal year ended March 31, 20Rlgase see the “Grants of Plan-Based Awards waFZ)07" table for
more information regarding awards of restrictedkturing fiscal 2007.

(2) The amounts included in the “Option Awards”woh represent the compensation cost that was reasajhy the Company in
fiscal year 2007 related to grants of options dyfiscal year 2007 and previous fiscal years detezchin accordance with
SFAS 123R. Please see the “Grants of Plan-Basedd&wa Fiscal 2007 table for more information redjag awards of
restricted stock during fiscal 2007.

(3) All other compensation in fiscal 2007 includes all individuals the value of the Company’s matmnder the 401(k) Plan. In
addition, for Messrs. Brown, Mika, and Tchakeridmg amount reflects $9,000 each for an annual anlidenallowance.

(4) This amount includes commissions paid to Miovan in the amount of $36,696.

(5) This amount includes commissions paid to Mhdalkerian in the amount of $57,999.
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The following table shows for the fiscal year endiéarch 31, 2007, certain information regarding ¢saof plan-based awards

GRANTS OF PLAN-BASED AWARDS IN FISCAL 2007

to the Named Executive Officers.

All Other
All Other Option Grant Date
Stock Awards: Awards: Exercise or Fair value of
Number of Number of Base Price Stock and
Shares of Shares of of Option Option
Approval Grant Stock or Unit Stock or Unit Awards Awards
Name Date Date (#) (#) ($/Sh) ($/Sh) (1)
Thomas Mika 10/30/2006  11/15/2006 16,339 (3 4.60 67,509
10/30/2006  11/15/2006 16,339 (2 75,159
12/8/200¢ 12/8/200¢ 62,438 (4 384,614
Christine Hergenrother 10/30/2006  11/15/2006 17,693 (3 4.60 73,104
10/30/2006  11/15/2006 17,692 (2 81,383
12/8/200¢ 12/8/200¢ 13,848 (4 85,304
Scott Brown 10/30/200¢6  11/15/2006 7,500 (3 4.60 30,989
10/30/200¢6  11/15/2006 7,500 (2 34,504
Murali Narasimhan 10/30/200¢  11/15/2006 4,167 (3 4.60 17,217
10/30/2006  11/15/2006 4,166 (2 19,163
12/8/200¢ 12/8/200¢ 33,905 (4 208,855
Steven Selbrede 10/30/200¢6 11/15/2006 15,757 (3 4.60 65,105
10/30/2006  11/15/2006 15,757 (2 72,487
12/8/200¢ 12/8/200¢ 16,832 (4 103,684
Vahan Tchakerian 10/30/200¢6  11/15/2006 14,417 (3 4.60 59,564
10/30/200¢6  11/15/2006 14,416 (2 66,314
12/8/200¢ 12/8/200¢ 19,717 (4 121,457

1)

(2)

3)
(4)

The amounts set forth in the “Grant Date Faitué of Stock and Option Awards” column are thé duént date fair value of
the awards as determined in accordance with SFAS1ZBe valuation assumptions used in determinirgh amounts are
described in Note 1 to our consolidated finandiafesnents included in our annual report on Form fdKhe fiscal year ended
March 31, 2007.

Options vest at a rate of twenty-five perce2%) of the shares on the first anniversary ofdage the Option is granted.
Twenty-five percent (25%) of the shares on the sé@nniversary of the date the Option is granted; 2083% of the shares
shall vest on the last day of each month commenwitigthe 25 month, with full vesting on the last day of the'48onth.
Restricted Stock Units granted on November20B6 will vest at a rate of 25% each anniversarthefdate the restricted stock
units were granted.

On December 8, 2006, the named executive offialng with other employees participated in a@éerffer to exchange stock
options for restricted stock units. This amountrespnts the number of restricted stock units goaimieconnection with the
tender offer. 50% of the restricted stock unitd wéist at the end of the first year and 50% atetie of the second year, with the
restricted stock units being fully vested at thd efithe two years.
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR END

The following table sets forth the stock option aestricted stock units outstanding at March 30,720

Options Awards Stock Awards
Market
Number of Number of Number of Value of
Securities Securities Shares or Shares or
Underlying Underlying Units of Units of
Unexercised Unexercised Option Stock That Stock That
Options Options Exercise Option Have Not Have Not
#) # (1) Price Expiration Vested Vested
Name Exercisable Unexercisable ($) Date (#) (2) ($) (3)
Thomas Mika 16,339 4.60 11/15/2016

16,339 75,976
62,438 290,337

Christine Hergenrother 17,693 4.60 11/15/2016
17,692 82,268
13,848 64,393
Scott Brown 6,250 7.08 2/28/2016
18,750 7.08 2/28/2016
7,500 34,875
Steven Selbrede 15,757 4.60 11/15/2016
15,757 73,270
16,832 78,269
Vahan Tchakerian 14,417 4.60 11/15/2016
14,416 67,034
19,717 91,684
Murali Narasimhan 4,167 4.60 11/15/2016

4,166 19,372
33,905 157,658

(1) Options vest at a rate of twenty-five perce2%) of the shares on the first anniversary ofdage the Option is granted;
twenty-five percent (25%) of the shares on the sé@nniversary of the date the Option is granted; 2083% of the shares
shall vest on the last day of each month commenwitigthe 25 month, with full vesting on the last day of the'48onth.

(2) Restricted Stock Units granted on November2®)6 will vest at a rate of 25% on each annivergdrthe date the restricted
stock units were granted. Restricted Stock Unigggrd on December 8, 2006 will vest at a rate 86 BB each anniversary of
the date the restricted stock units were granted.

(3) Based on a closing stock price of $4.65 atfigear end (March 31, 2007).
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Management Contracts

Thomas R. MikaOn July 27, 2007, Tegal entered into an at-willpoyment agreement with Mr. Mika providing for his
employment as our President and Chief Executivec€ff The employment agreement has an initial tefwo years and is subject
to annual automatic one year extensions unlesgreftlrty provides prior notice of its intention rtotrenew. This employment
agreement sets for the terms and conditions ofMika's employment. Under this agreement Mr. Mikasnual base salary is
initially set at $284,000 per year subject to rewiand potential increase in accordance with Compaolicy. The employment
agreement also provides for an annual target begual to 50% of his annual base salary payable apbievement of targets and
other objectives set by the Board of Directors fmmcannual long-term incentive awards with a fagrket value on the date of grant
equal to 100% of annual base salary.

The employment agreement provides that in the ethettitMr. Mika's employment is terminated by useaattthan for “cause”
(as defined in the agreement), if he resigns faotyreason” (as defined in the agreement), didseoomes disabled, or if we give
notice of nonrenewal of the term, he will receiomiinued payments of base salary for a period ehtyfour months following the
date of termination, plus an amount equal to twoet the average annual incentive bonus paid toMika for the three most
recently completed fiscal years in which a cashusgorogram covering Mr. Mika was in effect or altca®nus was actually paid,
payable in equal installments over a period of tydour months following the date of terminatiom. the event that within twelve
months following a “change of control” (as definedhe agreement), he is terminated by us other tha“cause” or if he resigns for
“good reason”, the severance benefits will be pleyaba lump sum and any long-term incentive awardistanding shall become
fully vested, and if applicable, exercisable.

Christine Hergenrother.On July 27, 2007, Tegal entered into an at-willployment agreement with Ms. Hergenrother
providing for her employment as our Chief Finan€dficer. The employment agreement has an initiehtof one year and is subject
to annual automatic one year extensions unlesgrefiarty provides prior notice of its intention rotrenew. This employment
agreement sets for the terms and conditions ofHdsgenrother’'s employment. Under this agreementHiésgenrother’s annual base
salary is initially set at $175,000 per year subjec review and potential increase in accordancth \dlompany policy. The
employment agreement also provides for an annugétdonus equal to 30% of her annual base salyglpe upon achievement of
targets and other objectives set by the Board cfddors.

The employment agreement provides that in the etetitMs. Hergenrother's employment is terminatgcub other than for
“cause” (as defined in the agreement), if she resigr “good reason” (as defined in the agreemelitls or becomes disabled, or if
we give notice of nonrenewal of the term, she witleive continued payments of base salary for mgh@f twelve months following
the date of termination, plus an amount equal ® times the average annual incentive bonus paldstaHergenrother for the three
most recently completed fiscal years in which ehdagnus program covering Ms. Hergenrother was fiacefor a cash bonus was
actually paid, payable in equal installments oveedod of twelve months following the date of tamation. In the event that within
twelve months following a “change of control” (asfided in the agreement), she is terminated bytlisrdhan for “cause” or if she
resigns for “good reason”, the severance beneflidw payable in a lump sum and any long-term intis&® awards outstanding shall
become fully vested, and if applicable, exercisable

Steve SelbredeMr. Selbrede is eligible for any incentive borpgs/ments from time to time in accordance with amgentive
bonus program then in effect. Stock options in dhgount of 250,000 shares were granted in May o#20iBh a 4-year vesting
schedule. In addition, we agreed to reimburse Mibr@de for his actual costs not to exceed $15i000rred in relocating to the
Petaluma, CA area. We may terminate his employméhtor without cause and Mr. Selbrede may terngirias employment with us
upon fourteen days prior written notice. If we tarate his employment without cause, Mr. Selbredeniitled to receive his salary
and benefits for 6 months following the date oftstermination. If Mr. Selbrede voluntarily leavdetcompany for “good reason,”
he is not entitled to any salary and benefit carstion. Mr. Selbrede’s employment contract explvial 2006.
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In addition, the Board of Directors has approvestaerance program for executive officers in theneweé a change of control
of the Company. If an executive officer is termathtas a result of a change of control, we shalticoe to pay such executive
officer’s base salary and certain benefits for @gaeof 12 months.

POTENTIAL PAYMENTS UPON TERMINATION

The following table sets forth the Change of Contmod Severance payments which would have beenmaisbant to the
Severance program if such an event had occurred figar 2007.

Termination Termination Related to Change of Control
without Cause Acceleration of
Severance Severance Acceleration of Stock Awards

Name ($) (1) ($) (2) Options ($) (3) (%) (4)
Tom Mika 112,500 225,000 817 366,313
Christine Hergenrother 74,250 148,500 885 146,661
Scott Brown 82,500 165,000 375 34,875
Murali Narasimhan 87,500 175,000 208 177,030
Steven Selbrede 74,250 148,500 788 151,539
Vahan Tchakerian 89,410 178,820 721 158,718

(1) Amount represents 6 months of base salary.

(2) Amount represents 12 months of base salary.

(3) Amount represents the fair market value of common stock on March 31, 2007 less the exercige,pmultiplied by the
number of shares underlying the options subjeatt®lerated vesting.

(4) Amounts represent the fair market value of @mmon stock on March 31, 2007 multiplied by thenber of shares subject to
accelerated vesting.

Under the employment agreements entered into byMika and Ms. Hergenrother on July 27, 2007, amewatyable upon a change
of control would be as provided under those agreésn&ee “—Management Contracts.”
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SECURITIES AUTHORIZED FOR ISSUANCE UNDER
EQUITY COMPENSATION PLANS

The following table sets forth information as of fdia 31, 2007 for all of our equity compensationnglaincluding our 1998
Equity Participation Plan, our 1990 Stock OptioarRlour Equity Incentive Plan and our Stock Op#en for Outside Directors.

Number of Securities
Remaining Available for
Future Issuance Under
Number of Securities Weighted-Average Equity Compensation
to be Issued upon Exercise Price of Plans
Exercise of all Outstanding Options, (Excluding Securities
Plan Category Outstanding Awards Warrants and Rights Reflected in Column(a))
. . . @ ®) ©
Equity compensation plans approved by securitydrsld 1,007,725 $10.80 818,624
Equity compensation plans not approved by security
holders — — —
Total 1,007,725 $10.80 818,624 (1)

(1) Excludes 40,071 shares remaining availabléufiure issuance under our Employee Qualified Stdaichase Plan.

Director Compensation

Our outside directors currently receive an annd&l, @00 retainer for service on the Board of Direstoneeting fees of $1,500
per board meeting and $1,000 for the first 6 acolihmittee meeting and $750 for the first 6 nommatnd compensation committee
meetings not held in conjunction with a full boartketing. Furthermore, directors may be reimbursedcértain expenses in
connection with attendance at board and committeetimgs. Additionally, each committee chair receig@ annual chair retainer of
$7,500 for the Audit Committee chair, $5,000 foe tBompensation Committee chair and $4,000 for theniNating Committee
chair. In addition, non-employee directors rece®y@33 stock options upon initial election or appwmiaent to the Board and each
Director automatically receives 4,166 stock optiapsn election to the Board of Directors thereafuring fiscal 2007, the Board
of Directors issued additional stock options tooitgside directors. Mr. Krauss was issued 14,673,0dhring was issued 15,316 and
Mr. Wadsworth was issued 10,011. The stock optwere fully vested at the time of grant and the eiserprice is $4.60.

The following table shows director compensationmyfiscal year 2007.

Fees Earned
or Paid in Option Awards
Name Cash (%) (1) Total ($)
Edward Dohring 33,500 66,468 99,968
Jeffrey Krauss 33,250 63,811 97,061
Duane Wadsworth 31,375 44 549 75,924

(1) The amounts included in the “Option Awards”woh represent the compensation cost that was reasahy the Company in
fiscal year 2007 related to grants of options dyffiscal year 2007 and previous fiscal years detezthin accordance with
Statement of Financial Accounting Standards NoRLEEFAS 123R”). The valuation assumptions usedeétermining such
amounts are described in Note 1 to our consolidtehcial statements included in our annual report~orm 10-K for the

fiscal year ended March 31, 2007.

26



PRINCIPAL STOCKHOLDERS AND
OWNERSHIP OF STOCK BY MANAGEMENT

The following table sets forth information with pext to the beneficial ownership of shares of cammon stock by our
directors, the individuals named in the Summary @ensation Table, all directors and executive offices a group and beneficial
owners of more than 5% of our common stock as bf I8, 2007. For purposes of this proxy, beneficainership of securities is
defined in accordance with the rules of the SEC imeéns generally the power to vote or dispose aifrgees, regardless of any
economic interest therein. An asterisk denotes filaleownership of less than 1%. The address chedirector and officer is c/o
Tegal Corporation, 2201 South McDowell Boulevardtafuma, California 94954.

Shares
Beneficially Percent Of
Owned Class
Name of Beneficial Owner Position (#)@) (%) (1)
Thomas R. Mika (2) President & CEO 17,833 *
Christine T. Hergenrother (3) Vice President & CFO 208 *
Scott Brown (4) Vice President, North America Sales 6,250 *
Murali Narasimhan (5) Vice President, Marketing *
Steven Selbrede (6) Vice President & CTO 25,000 *
Vahan Tchakerian (7) Vice President of Global Sales *
Jeffrey M. Krauss (8) Director 45,502 *
Edward A. Dohring (9) Director 47,894 *
Duane Wadsworth (10) Director 31,674 *
Directors and Executive Officers as 4
group (11 individuals) (11) 174,361 2.45
5% Stockholders
Lloyd I Miller, 11l (12) Investor 357,551 5.03
Bonanza Capital (13) Investor 769,229 10.44
Special Situations Funds (14) Investor 2,120,172 26.98

(1) Applicable percentage of ownership is based,@43,372 shares of common stock outstanding 4slgfl8, 2007. The number
of shares of common stock beneficially owned aridutation of percent ownership of each person oeugrof persons named
above, in each case, takes into account thosesshaderlying warrants and stock options that aresotly exercisable within
60 days of July 18, 2007, but which may or mayb®subject to our repurchase rights.

(2) Excludes options to purchase 16,339 share®&a/&¥7 RSU’s which are not so exercisable.

(3) Excludes options to purchase 17,693 share8&a/wd0 RSU’s which are not so exercisable.

(4) Includes options to purchase 6,250 sharesmfwon stock which are exercisable within 60 daysexadudes options to
purchase 26,250 shares and 7,500 RSU’s which amsorexercisable.

(5) Excludes options to purchase 4,167 shares &8 RSU’s which are not so exercisable.

(6) Excludes options to purchase 15,757 share82/589 RSU’s which are not so exercisable.

(7) Excludes options to purchase 14,417 share84/183 RSU’s which are not so exercisable.

(8) Includes options to purchase 45,502 sharesmhwon stock which are exercisable within 60 days.

(9) Includes options to purchase 47,811 sharesmhwon stock which are exercisable within 60 days.

(10) Includes options to purchase 28,342 sharesmimon stock which are exercisable within 60 days.

(11) Includes options to purchase 12,498 sharesonfmon stock which are exercisable within 60 dayd$ excludes options to
purchase 115,873 shares and 235,110 RSU’s whichoaigo exercisable.

(12) Based on information set forth in a Sched@elfiled with the SEC on May 10, 2007. Included 325 of common stock with
sole voting power and 42,626 of common stock withred voting power. The address of the principalirmss is 4550 Gordon
Drive, Naples, FL 34102.
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(13)

(14)

Based on information set forth in a SchedBeGIA filed with the SEC on February 15, 2007. tmgs 512,820 shares of
common stock and 256,409 shares of common stockriyiy warrants beneficially owned by Bonanza @apiBonanza
Master Fund LTD holds 419,487 shares of commorksamd 209,743 shares of common stock underlyingamés; Bonanza
Capital holds 93,333 shares of common stock an@686shares of common stock underlying warrantsarBtiadin is the
portfolio manager for Bonanza Capital, whose offiaee located at 300 Crescent Court, Suite 1740a$d X 75201.

Based on information set forth in a ScheddeDIA filed with the SEC on September 11, 2006.ludes 1,374,330 shares of
common stock and 745,842 shares of common stockrlyimty warrants beneficially owned by Special Sitans Funds.
Special Situations Fund Ill, L.P., holds 56,274 rskaof common stock and 27,587 shares of commark staderlying
warrants; Special Situations Fund 1ll QP, L.P. ko#2,216 shares of common stock and 314,721 sbamsmmon stock
underlying warrants; Special Situations Cayman Fun&., holds 176,035 shares of common stock an8386shares of
common stock underlying warrants; Special Situai®nivate Equity Fund, L.P., holds 186,09 sharesoofimon stock and
151,392 shares of common stock underlying warra8fgecial Situations Technology Fund, L.P., holds022 shares of
common stock and 23,941 shares of common stocklyimgwarrants; and Special Situations Technolégyd 1l, L.P., holds
271,689 shares of common stock and 141,663 shaoesronon stock underlying warrants. MGP Advisemiitéd (“MGP”) is
the general partner of Special Situations FundUIP. and Special Situations Fund Il QP, L.P. AWiWwestment Company,
Inc. ("AWM?") is the general partner of MGP and tlyeneral partner of and investment adviser to theci@p Situations
Cayman Fund, L.P. SST Advisers, L.L.C. (“SSTA"tlie general partner of and investment adviser éopecial Situations
Technology Fund, L.P. and the Special Situationshfielogy Fund Il, L.P. MG Advisers, L.L.C. (“MG"¥ithe general partner
of and investment adviser to the Special Situati®rigate Equity Fund, L.P. Austin W. Marxe and h¥l. Greenhouse are
the principal) owners of MGP, AWM, SSTA and MG. ®hgh their control of MGP, AWM, SSTA and MG, Messkiarxe
and Greenhouse share voting and investment coowe the portfolio securities of each of the futidsed above. Special
Situations Funds are located at 527 Madison AveBuie 2600, New York, NY 10022.

Effective January 1, 2006, Special Situations FuRd..P. split into two funds, the Special Situats Fund Ill, L.P. and
the Special Situations Fund Il QP, L.P. MGP Adwskimited Partnership is the investment adviser general partner to both
funds.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Since April 1, 2006, there has not been, nor isetlo@rrently planned, any transaction or seriesiroflar transactions to which
we were or are a party in which the amount involeedeeds $60,000 and in which any director, nomioealirector, executive
officer or holder of more than 5% of our capitadcit or any member of their immediate families haavil have a direct or indirect
material interest.

CODE OF BUSINESS CONDUCT AND ETHICS

Our Code of Business Conduct and Ethics is avalablstockholders, upon written request, and igggben the Company’s
website at www.tegal.com. If you would like a coplyour Code, please send your request to: Chridtiemgenrother, Secretary,
Tegal Corporation, 2201 S. McDowell Blvd, Petaluia, 94954.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Exchange Act, requires ourcefs and directors, and persons who own more thanpercent of a
registered class of our equity securities, to fdports of ownership and changes in ownership (Ed8m4 and 5) with the SEC.
Officers, directors and greater-than-ten-percetdédrs are required to furnish us with copies osalth forms which they file.

To our knowledge, based solely on our review ofhsteports or written representations from cert&porting persons, we
believe that all of the filing requirements apphlitato our officers, directors, greater than 10%efieial owners and other persons
subject to Section 16 of the Exchange Act were d@mapvith during the year ended March 31, 2007.

DEADLINE FOR SUBMISSION OF STOCKHOLDER PROPOSALS
FOR THE 2008 ANNUAL MEETING

Stockholder proposals to be presented at the 2668ah meeting must be received at our principatetiee offices no later
than April 16, 2008 in order to be considered fuliision in the proxy materials to be dissemindigdhe Board of Directors for
such annual meeting. To be eligible for inclusiorsuch proxy materials, such proposals must contorthe requirements set forth
in Regulation 14A under the Exchange Act as welhasur bylaws.

OTHER MATTERS

We are not aware of any matters that may come &dfer meeting other than those referred to in thiee of Annual Meeting
of Stockholders. If any other matter shall propedyne before the Annual Meeting, however, the persmmed in the accompanying
proxy intend to vote all proxies in accordance wfithir best judgment.

Our 2007 annual report on Form 10-K for the figegdr ended March 31, 2007 has been mailed wittptioisy statement.

STOCKHOLDERS OF RECORD ON JULY 18, 2007 MAY OBTAIN COPIES OF TEGAL'S ANNUAL REPORT ON
FORM 10-K (EXCLUDING EXHIBITS) AND ALL AMENDMENTS F ILED WITH THE SECURITIES AND EXCHANGE
COMMISSION BY WRITING TO INVESTOR RELATIONS, TEGAL CORPORATION, 2201 SOUTH MCDOWELL
BOULEVARD, PETALUMA, CALIFORNIA 94954
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APPENDIX A

CERTIFICATE OF AMENDMENT
TO
CERTIFICATE OF INCORPORATION
OF TEGAL CORPORATION

It is hereby certified that:
1. The name of the Corporation (hereinafter calted‘Corporation”) is Tegal Corporation.

2. The Certificate of Incorporation is hereby amehdby striking out Article FOURTH thereof and bybstituting in lieu of
said Article the following new Article:

“FOURTH The total number of shares of all classes oftaaptock which the Corporation shall have autlyastissue is
Fifty Five Million (55,000,000) shares, comprisedFafty Million (50,000,000) shares of Common Stogar value $0.01 per
share, and Five Million (5,000,000) shares of Rrefi Stock, par value $0.01 per share. The desamatowers, preferences
and relative, participating, optional or other dpkdghts, including voting rights, qualificationBmitations or restrictions of
the Preferred Stock shall be established by resolubf the Board of Directors pursuant to Sectiéi lof the General
Corporation Law of the State of Delaware.”

3. The amendment of the Certificate of Incorporatierein certified was submitted to the stockhadsrthe Corporation and
was duly approved by the required vote of stockéiaaf the Corporation in accordance with the mmiovis of Sections 222 and 242
of the General Corporation Law of the State of Belee. The total number of outstanding shares edtiib vote or consent to this
Amendment was 7,113,372 shares of Common Stockajanity of the outstanding shares of Common Staaiting together as a
single class, voted in favor of this CertificateArhendment. The vote required was a majority ofdbtstanding shares of Common
Stock, voting together as a single class.

IN WITNESS WHEREOF, Tegal Corporation has causésl @ertificate of Amendment to be signed by itssitfent &
Chief Executive Officer as of , 2007.

Thomas R. Mika
President & Chief Executive Officer
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APPENDIX B

TEGAL CORPORATION
2007 INCENTIVE AWARD PLAN

ARTICLE 1.
PURPOSE

The purpose of the Tegal Corporation 2007 Incenfiweard Plan (the Plan”) is to promote the success and enhance the value
of Tegal Corporation (theCompany) by linking the personal interests of the membafrshe Board, Employees, and Consultants to
those of Company stockholders and by providing sodlviduals with an incentive for outstanding perhance to generate superior
returns to Company stockholders. The Plan is furttended to provide flexibility to the Companyits ability to motivate, attract,
and retain the services of members of the Boardpl&mes, and Consultants upon whose judgment,eistteand special effort the
successful conduct of the Company’s operationrgelst dependent.

ARTICLE 2.
DEFINITIONS AND CONSTRUCTION

Wherever the following terms are used in the Playtshall have the meanings specified below, urtlesscontext clearly
indicates otherwise. The singular pronoun shallithe the plural where the context so indicates.

Section 2.01"Award’ means an Option, a Restricted Stock award, akSfqpreciation Right award, a Performance Share
award, a Performance Stock Unit award, a Divideqdigalents award, a Stock Payment award, a Defe&teck award, a Restricted
Stock Unit award, a Performance Bonus Award, oeddPmance-Based Award granted to a Participarguyaut to the Plan.

Section 2.02“Award Agreemefitmeans any written agreement, contract, or othstrument or document evidencing an
Award, including through electronic medium.

Section 2.03'Board’ means the Board of Directors of the Company.

Section 2.04'Change in Contrdlmeans and includes each of the following:

(a) A transaction or series of transactions (othan an offering of Stock to the general publicotigh a registration
statement filed with the Securities and Exchangm@ssion) whereby any “person” or related “group™persons” (as such
terms are used in Sections 13(d) and 14(d)(2) efERchange Act) (other than the Company, any okitissidiaries, an
employee benefit plan maintained by the Comparangrof its subsidiaries or a “person” that, primistich transaction, directly
or indirectly controls, is controlled by, or is wexdcommon control with, the Company) directly adirectly acquires beneficial
ownership (within the meaning of Rule 13d-3 undher Exchange Act) of securities of the Company pgssg more than 50%
of the total combined voting power of the Comparsgsurities outstanding immediately after such esitipn; or

(b) During any period of two consecutive years,vitthals who, at the beginning of such period, tibuie the Board
together with any new director(s) (other than &dior designated by a person who shall have enietedin agreement with
the Company to effect a transaction described oti@e2.04(a) or Section 2.04(c)) whose electiorti®/Board or nomination
for election by the Company’s stockholders was apgd by a vote of at least two-thirds of the dioestthen still in office who
either were directors at the beginning of the twa+yperiod or whose election or nomination for #&cwas previously so
approved, cease for any reason to constitute arityaloereof; or

(c) The consummation by the Company (whether direnotolving the Company or indirectly involving ¢hCompany
through one or more intermediaries) of (x) a mergensolidation, reorganization,
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or business combination or (y) a sale or otheratigfpn of all or substantially all of the Compasyassets in any single
transaction or series of related transactions pthé acquisition of assets or stock of anotheityerih each case other than a
transaction:

(i) Which results in the Company’s voting secustieutstanding immediately before the transactiantioaing to
represent (either by remaining outstanding or bgdpeonverted into voting securities of the Companyhe person that,
as a result of the transaction, controls, directtyindirectly, the Company or owns, directly or imdttly, all or
substantially all of the Company’s assets or otlierveucceeds to the business of the Company (thep&uwy or such
person, the Successor Entity) directly or indirectly, at least a majority dfie combined voting power of the Successor
Entity’s outstanding voting securities immediatafier the transaction, and

(i) After which no person or group beneficially ng/voting securities representing 50% or more efdbmbined
voting power of the Successor Entifysovided, howeverthat no person or group shall be treated for pagpoof this
Section 2.04(c)(ii) as beneficially owning 50% oona of combined voting power of the Successor Erddlely as a
result of the voting power held in the Company ptthe consummation of the transaction; or

(d) The Company'’s stockholders approve a liquidatiodissolution of the Company.

The Committee shall have full and final authoritshich shall be exercised in its discretion, to deiae conclusively
whether a Change in Control of the Company hasroedypursuant to the above definition, and the dathe occurrence
of such Change in Control and any incidental mattelating thereto.

Section 2.05'Cod€ means the Internal Revenue Code of 1986, as agaend
Section 2.06'Committe® means the committee of the Board described imchkertl 3.

Section 2.07¢Consultant means any consultant or adviser if: (a) the ctinat or adviser renders bona fide services to the
Company or any Subsidiary; (b) the services rertiére the consultant or adviser are not in connactigth the offer or sale of
securities in a capital-raising transaction anddbdirectly or indirectly promote or maintain anket for the Company’s securities;
and (c) the consultant or adviser is a naturalqgers

Section 2.08“Covered Employéemeans an Employee who is, or could be, a “coveraghloyee” within the meaning of
Section 162(m) of the Code.

Section 2.09"Deferred Stockmeans a right to receive a specified number afresh of Stock during specified time periods
pursuant to Section 8.05.

Section 2.10'Director’ means a member of the Board, or as applicabieember of the board of directors of a Subsidiary.

Section 2.11"Disability” means that the Participant qualifies to receimegtterm disability payments under the Company’s
long-term disability insurance program, as it mayamended from time to time.

Section 2.12'Dividend Equivalentsmeans a right granted to a Participant pursuar$ection 8.03 to receive the equivalent
value (in cash or Stock) of dividends paid on Stock

Section 2.13'Effective Datéshall have the meaning set forth in Section 14.01

Section 2.14"Eligible Individual means any person who is an Employee, a Consutiardan Independent Director, as
determined by the Committee.

Section 2.15'Employe& means any officer or other employee (as defimeddcordance with Section 3401(c) of the Code) of
the Company or any Subsidiary.
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Section 2.16'Equity Restructuringshall mean a nonreciprocal transaction betweercttmpany and its stockholders, such as a
stock dividend, stock split, spin-off, rights offey or recapitalization through a large, nonreawrcash dividend, that affects the
shares of Stock (or other securities of the Companyhe share price of Stock (or other securitaa®] causes a change in the per
share value of the Stock underlying outstanding rsa

Section 2.17'Exchange A¢tmeans the Securities Exchange Act of 1934, asda

Section 2.18"Fair Market Valué means, as of any given date, (a) if Stock isd@thdn any established stock exchange, the
closing price of a share of Stock as reported @Wtall Street Journa{or such other source as the Company may deeablelfor
such purposes) for such date, or if no sale ocdwresuch date, the first trading date immediapeigr to such date during which a
sale occurred; or (b) if Stock is not traded oreachange but is quoted on a national market or @hetation system, the last sales
price on such date, or if no sales occurred on slatl, then on the date immediately prior to suate @n which sales prices are
reported; or (c) if Stock is not publicly tradedetfair market value established by the Committeg in good faith.

Section 2.19Incentive Stock Optidmmeans an Option that is intended to meet theirements of Section 422 of the Code or
any successor provision thereto.

Section 2.20'Independent Directdmrmeans a Director of the Company who is not an Byge.

Section 2.21“Non-Employee Directdrmeans a Director of the Company who qualifiesaa®Non-Employee Director” as
defined in Rule 16b-3(b)(3) under the Exchange Acgny successor rule.

Section 2.22'Non-Qualified Stock Optidmeans an Option that is not intended to be aeritice Stock Option.

Section 2.23'Option” means a right granted to a Participant pursuartrticle 5 of the Plan to purchase a specified bernof
shares of Stock at a specified price during spegtifime periods. An Option may be either an Inaenttock Option or a Non-
Qualified Stock Option.

Section 2.24"Participant’ means any Eligible Individual who, as a membethaf Board, Consultant or Employee, has been
granted an Award pursuant to the Plan.

Section 2.25"Performance-Based Awdraneans an Award granted to selected Covered Emepl®yursuant to Section 8.07,
but which is subject to the terms and conditiortsfegth in Article 9. All Performance-Based Awardse intended to qualify as
Qualified Performance-Based Compensation.

Section 2.26'Performance Bonus Awdtthas the meaning set forth in Section 8.07.

Section 2.27'Performance Criteriameans the criteria that the Committee selectpioposes of establishing the Performance

Goal or Performance Goals for a Participant foreafd®mance Period. The Performance Criteria thdt lvd used to establish
Performance Goals are limited to the following: eatnings (either before or after interest, taxiefreciation and amortization),
economic value-added, sales or revenue, net indeitieer before or after taxes), operating earniwmgsh flow (including, but not
limited to, operating cash flow and free cash floegsh flow return on capital, return on net asgetsirn on stockholders’ equity,
return on assets, return on capital, stockholdemrms, return on sales, gross or net profit marginoductivity, expense, margins,
operating efficiency, customer satisfaction, wogkicapital, earnings per share, price per shareafkSand market share, any of
which may be measured either in absolute terms eompared to any incremental increase or as caupgarresults of a peer group.
The Committee shall define in an objective fashibe manner of calculating the Performance Critdriselects to use for such
Performance Period for such Participant.
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Section 2.28'Performance Goalsmeans, for a Performance Period, the goals astea in writing by the Committee for the
Performance Period based upon the Performancei@ri@epending on the Performance Criteria usegstablish such Performance
Goals, the Performance Goals may be expressednis t&f overall Company performance or the perforreant a division, business
unit, or an individual. The Committee, in its distton, may, within the time prescribed by Sectié2 () of the Code, adjust or
modify the calculation of Performance Goals forts@@rformance Period in order to prevent the ditubr enlargement of the rights
of Participants (a) in the event of, or in antitipa of, any unusual or extraordinary corporatamitetransaction, event, or
development, or (b) in recognition of, or in ampiiion of, any other unusual or nonrecurring evafitscting the Company, or the
financial statements of the Company, or in respdoser in anticipation of, changes in applicaldevs$, regulations, accounting
principles, or business conditions.

Section 2.29'Performance Periodmeans the one or more periods of time, which tmapf varying and overlapping durations,
as the Committee may select, over which the attantnof one or more Performance Goals will be mesaktior the purpose of
determining a Participant’s right to, and the pagtrad, a Performance-Based Award.

Section 2.30“Performance Shafemeans a right granted to a Participant pursuanBéction 8.01, to receive Stock, the
payment of which is contingent upon achieving derferformance Goals or other performance-basegbtmrestablished by the
Committee.

Section 2.31“Performance Stock Uriimeans a right granted to a Participant pursuarfdction 8.02, to receive Stock, the
payment of which is contingent upon achieving derferformance Goals or other performance-basegbtmrestablished by the
Committee.

Section 2.32'Plan’ means this Tegal Corporation 2007 Incentive Aw@lah, as it may be amended from time to time.

Section 2.33"Prior Plans’ means, collectively, the following plans of th@@pany: the Eighth Amended and Restated 1998
Equity Participation Plan of Tegal Corporation dhe Fifth Amended and Restated Stock Option Pla®fatside Directors of Tegal
Corporation, in each case as such plan may be addrm time to time.

Section 2.34*Qualified Performance-Based Compensdtioreans any compensation that is intended to gquakf “qualified
performance-based compensation” as described t8edb2(m)(4)(C) of the Code.

Section 2.35'Restricted Sto¢kmeans Stock awarded to a Participant pursuaAttiole 6 that is subject to certain restrictions
and may be subject to risk of forfeiture.

Section 2.36'Restricted Stock Uriimeans an Award granted pursuant to Section 8.06.
Section 2.37*Securities A¢tshall mean the Securities Act of 1933, as amended

Section 2.38“StocR means the common stock of the Company and subbratecurities of the Company that may be
substituted for Stock pursuant to Article 12.

Section 2.39'Stock Appreciation Rightr “SAR means a right granted pursuant to Article 7 teree a payment equal to the
excess of the Fair Market Value of a specified nendf shares of Stock on the date the SAR is esedoover the Fair Market Value
on the date the SAR was granted as set forth inppéicable Award Agreement.

Section 2.40"Stock Paymehtmeans (a) a payment in the form of shares of IStoc (b) an option or other right to purchase
shares of Stock, as part of any bonus, deferredpensation or other arrangement, made in lieu ofomlany portion of the
compensation, granted pursuant to Section 8.04.
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Section 2.41"Subsidiary means any “subsidiary corporation” as definedSiection 424(f) of the Code and any applicable
regulations promulgated thereunder or any otheityenf which a majority of the outstanding votingosk or voting power is
beneficially owned directly or indirectly by the @pany.

ARTICLE 3.
SHARES SUBJECT TO THE PLAN

Section 3.0INumber of Shares

(a) Subject to Article 12 and Section 3.1(b) thgragate number of shares of Stock which may bestsu transferred
pursuant to Awards under the Plan is the sum p%,(00,000 shares and (ii) any shares of Stocklwas of the Effective Date
are available for issuance under any of the Priang? or are subject to awards under the PriorsRldrich are forfeited or lapse
unexercised and which following the Effective Date not issued under the Prior Plapsyvided, howeverno more than
1,000,000 shares of Stock may be issued upon @reis& of Incentive Stock Options.

(b) To the extent that an Award terminates, expioedapses for any reason, any shares of Stocjesutn the Award
shall again be available for the grant of an Awaudsuant to the Plan. Additionally, any sharestotktendered or withheld to
satisfy the grant or exercise price or tax withirajdobligation pursuant to any Award shall againalvailable for the grant of
an Award pursuant to the Plan. To the extent pg&ethiby applicable law or any exchange rule, shafeStock issued in
assumption of, or in substitution for, any outsiagcawards of any entity acquired in any form ofntnation by the Company
or any Subsidiary shall not be counted againsteshaf Stock available for grant pursuant to thianPIThe payment of
Dividend Equivalents in cash in conjunction withyasutstanding Awards shall not be counted agahmestshares available for
issuance under the Plan. Notwithstanding the pimvisof this Section 3.01(b), no shares of CommttiSmay again be
optioned, granted or awarded if such action woaldse an Incentive Stock Option to fail to qualifyaan incentive stock option
under Section 422 of the Code.

Section 3.02Stock DistributedAny Stock distributed pursuant to an Award magsist, in whole or in part, of authorized and
unissued Stock, treasury Stock or Stock purchasdgteoopen market.

Section 3.03imitation on Number of Shares Subject to Awalistwithstanding any provision in the Plan to tdeatrary, and
subject to Article 12, the maximum number of shaseStock with respect to one or more Awards thay e granted to any one
Participant during any calendar year shall be 3BD&nd the maximum amount that may be paid in dasing any calendar year
with respect to any Performance-Based Award (iriolyidwithout limitation, any Performance Bonus Adjashall be $500,000.

ARTICLE 4.
ELIGIBILITY AND PARTICIPATION

Section 4.01Eligibility. Each Eligible Individual shall be eligible to geanted one or more Awards pursuant to the Plan.

Section 4.02Participation Subject to the provisions of the Plan, the Cortaaimay, from time to time, select from among all
Eligible Individuals, those to whom Awards shall granted and shall determine the nature and anufurdich Award. No Eligible
Individual shall have any right to be granted anafavpursuant to this Plan.

Section 4.03~oreign Participants Notwithstanding any provision of the Plan to twatrary, in order to comply with the laws
in other countries in which the Company and its stdibries operate or have Eligible Individuals, tBemmittee, in its sole
discretion, shall have the power and authorityijadetermine which
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Subsidiaries shall be covered by the Plan; (iigdatne which Eligible Individuals outside the Unit8tates are eligible to participate
in the Plan; (iii) modify the terms and conditioosany Award granted to Eligible Individuals outsithe United States to comply
with applicable foreign laws; (iv) establish subpaand modify exercise procedures and other termdspeocedures, to the extent
such actions may be necessary or advisable (arty suliplans and/or modifications shall be attacloethis Plan as appendices);
provided, howeverthat no such subplans and/or modifications simallease the share limitations contained in SecBd@i and
Section 3.03 of the Plan; and (v) take any actimfore or after an Award is made, that it deemdsadhle to obtain approval or
comply with any necessary local governmental reégyaexemptions or approvals. Notwithstanding tbeefjoing, the Committee
may not take any actions hereunder, and no Awdrdl se granted, that would violate the Exchangé #® Code, any securities
law or governing statute or any other applicable la

ARTICLE 5.
STOCK OPTIONS

Section 5.01General The Committee is authorized to grant Options tigilde Individuals on the following terms and
conditions:

(a) Exercise Price The exercise price per share of Stock subjeant@ption shall be determined by the Committee and
set forth in the Award Agreemergrovided that, subject to Section 5.02(d), the exerciseepior any Option shall not be less
than 100% of the Fair Market Value of a share otBtn the date of grant.

(b) Time and Conditions of Exercis&he Committee shall determine the time or timesviaich an Option may be
exercised in whole or in pargrovidedthat the term of any Option granted under the Rlaall not exceed ten years. The
Committee shall also determine the performancetmraonditions, if any, that must be satisfiedobefall or part of an Option
may be exercised.

(c) PaymentThe Committee shall determine the methods by lwthie exercise price of an Option may be paidfdhm
of payment, including, without limitation: (i) casfii) shares of Stock held for such period of timemay be required by the
Committee in order to avoid adverse accounting equsnces and having a Fair Market Value on the afadelivery equal to
the aggregate exercise price of the Option or és@dcportion thereof, or (iii) other property actadpe to the Committee
(including through the delivery of a notice that tRarticipant has placed a market sell order whiho&er with respect to shares
of Stock then issuable upon exercise of the Optimdl, that the broker has been directed to payfisuft portion of the net
proceeds of the sale to the Company in satisfactidhe Option exercise pricprovidedthat payment of such proceeds is then
made to the Company upon settlement of such sethe) Committee shall also determine the methods tighnshares of Stock
shall be delivered or deemed to be delivered tdidi@ants. Notwithstanding any other provision bé tPlan to the contrary,
after the Public Trading Date, no Participant wha@ iDirector or an “executive officer” of the Compawithin the meaning of
Section 13(k) of the Exchange Act shall be permittepay the exercise price of an Option, or cargiany extension of credit
with respect to the exercise price of an Optiorhwitioan from the Company or a loan arranged byCttrapany in violation of
Section 13(k) of the Exchange Act.

(d) Evidence of GrantAll Options shall be evidenced by an Award Agreairbetween the Company and the Participant.
The Award Agreement shall include such additiomalsions as may be specified by the Committee.

Section 5.02Incentive Stock Optiondncentive Stock Options shall be granted onlyEtoployees and the terms of any
Incentive Stock Options granted pursuant to the,Rtaaddition to the requirements of Section 5r@tist comply with the provisions
of this Section 5.02.

(a) Expiration Subject to Section 5.02(c), an Incentive Stocki@dpshall expire and may not be exercised to atgra
by anyone after the first to occur of the followiegents:

(i) Ten years from the date it is granted, unlessarlier time is set in the Award Agreement;
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(ii) Three months after the Participant’s terminatof employment as an Employee; and

(iii) One year after the date of the Participat&smination of employment or service on accounDidability or
death. Upon the Participant’s Disability or deathy Incentive Stock Options exercisable at thei@pant’s Disability or
death may be exercised by the Participant’s legfadasentative or representatives, by the perspermsons entitled to do
SO pursuant to the Participant’s last will andaewnt, or, if the Participant fails to make testaragy disposition of such
Incentive Stock Option or dies intestate, by thespe or persons entitled to receive the IncentielSOption pursuant
to the applicable laws of descent and distribution.

(b) Dollar Limitation. The aggregate Fair Market Value (determined abetime the Option is granted) of all shares of
Stock with respect to which Incentive Stock Optiams first exercisable by a Participant in any wdée year may not exceed
$500,000 or such other limitation as imposed byti8eet22(d) of the Code, or any successor provisiam the extent that
Incentive Stock Options are first exercisable Hyaaticipant in excess of such limitation, the escelsall be considered Non-
Qualified Stock Options.

(c) Ten Percent OwnerdAn Incentive Stock Option shall be granted to amividual who, at the date of grant, owns
stock possessing more than ten percent of the ¢dotabined voting power of all classes of Stockhaf Company only if such
Option is granted at a price that is not less thEdP6 of Fair Market Value on the date of grant HredOption is exercisable for
no more than five years from the date of grant.

(d) Notice of DispositionThe Participant shall give the Company prompiceobf any disposition of shares of Stock
acquired by exercise of an Incentive Stock Optidthiw (i) two years from the date of grant of suohentive Stock Option or
(ii) one year after the transfer of such shareStotk to the Participant.

(e) Right to ExerciseDuring a Participant’s lifetime, an Incentive &dption may be exercised only by the Participant.

(f) Failure to Meet Requirementany Option (or portion thereof) purported to belacentive Stock Option, which, for
any reason, fails to meet the requirements of &eet22 of the Code shall be considered a Non-QedlBtock Option.

ARTICLE 6.
RESTRICTED STOCK AWARDS

Section 6.01Grant of Restricted Stockifhe Committee is authorized to make Awards oftiR#ed Stock to any Eligible
Individual selected by the Committee in such amswamd subject to such terms and conditions asrdeted by the Committee. All
Awards of Restricted Stock shall be evidenced bjvaard Agreement.

Section 6.02Issuance and Restriction®Restricted Stock shall be subject to such regiris on transferability and other
restrictions as the Committee may impose (includimighout limitation, limitations on the right toote Restricted Stock or the right
to receive dividends on the Restricted Stock). €hestrictions may lapse separately or in combinadit such times, pursuant to such
circumstances, in such installments, or othervdasahe Committee determines at the time of thetgrfatne Award or thereafter.

Section 6.03Forfeiture Except as otherwise determined by the Committdbeatime of the grant of the Award or thereafter,
upon termination of employment or service during #pplicable restriction period, Restricted Stduit tis at that time subject to
restrictions shall be forfeitegirovided, howeverthat, the Committee may (a) provide in any Retd Stock Award Agreement that
restrictions or forfeiture conditions relating tes®ricted Stock will be waived in whole or in perthe event of terminations resulting
from specified causes, and (b) in other cases waiwhole or in part restrictions or forfeiture abtions relating to Restricted Stock.
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Section 6.04Certificates for Restricted StacRestricted Stock granted pursuant to the Plan lpeagvidenced in such manner
as the Committee shall determine. If certificatgsresenting shares of Restricted Stock are regisiarthe name of the Participant,
certificates must bear an appropriate legend refgto the terms, conditions, and restrictions ajple to such Restricted Stock, and
the Company may, at its discretion, retain phygiceisession of the certificate until such timelbagplicable restrictions lapse.

ARTICLE 7.
STOCK APPRECIATION RIGHTS

Section 7.01Grant of Stock Appreciation Rights.

(a) A Stock Appreciation Right may be granted toy dfligible Individual selected by the Committee. $tock
Appreciation Right shall be subject to such termd eonditions not inconsistent with the Plan asGoenmittee shall impose
and shall be evidenced by an Award Agreement.

(b) A Stock Appreciation Right shall entitle thert@pant (or other person entitled to exercise #teck Appreciation
Right pursuant to the Plan) to exercise all or ecsjed portion of the Stock Appreciation Right (tee extent then exercisable
pursuant to its terms) and to receive from the Camgpan amount equal to the product of (i) the exadégA) the Fair Market
Value of the Stock on the date the Stock AppremieRight is exercised over (B) the Fair Market \éabf the Stock on the date
the Stock Appreciation Right was granted and I humber of shares of Stock with respect to wtiehStock Appreciation
Right is exercised, subject to any limitations @@mmittee may impose.

Section 7.02Payment and Limitations on Exercise.

(a) Subject to Section 7.02(b) payment of the arteodetermined under Section 7.01(b) above shaih lwash, in Stock
(based on its Fair Market Value as of the date Skmck Appreciation Right is exercised) or a combaraof both, as
determined by the Committee in the Award Agreement.

(b) To the extent any payment under Section 7.0i5(@ffected in Stock, it shall be made subjecsatisfaction of all
provisions of Article 5 above pertaining to Options

ARTICLE 8.
OTHER TYPES OF AWARDS

Section 8.01Performance Share Award#ny Eligible Individual selected by the Committesay be granted one or more
Performance Share awards which shall be denomima@dumber of shares of Stock and which mayitiesti to any one or more of
the Performance Criteria or other specific perfarogacriteria determined appropriate by the Commitie each case on a specified
date or dates or over any period or periods detexthiby the Committee. In making such determinatitine Committee shall
consider (among such other factors as it deemgameien light of the specific type of award) thentdbutions, responsibilities and
other compensation of the particular Participant.

Section 8.02Performance Stock UnitAny Eligible Individual selected by the Committeeaynbe granted one or more
Performance Stock Unit awards which shall be denated in unit equivalent of shares of Stock andrits of value including dollar
value of shares of Stock and which may be linke@rg one or more of the Performance Criteria oeno#pecific performance
criteria determined appropriate by the Committaegdch case on a specified date or dates or oyepexiod or periods determined
by the Committee. In making such determinations, @mmmittee shall consider (among such other facisrit deems relevant in
light of the specific type of award) the contrilauts, responsibilities and other compensation optréicular Participant.
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Section 8.0Dividend Equivalents.

(a) Any Eligible Individual selected by the Comredt may be granted Dividend Equivalents based orditidends
declared on the shares of Stock that are subjeahyoAward, to be credited as of dividend paymeatesl, during the period
between the date the Award is granted and thetdat@&ward is exercised, vests or expires, as détedrby the Committee.
Such Dividend Equivalents shall be converted td@asadditional shares of Stock by such formula atnslich time and subject
to such limitations as may be determined by the Qtee.

(b) Dividend Equivalents granted with respect tai@ys or SARs that are intended to be Qualifiedfd?erance-Based
Compensation shall be payable, with respect tcegegeise periods, regardless of whether such Optid@AR is subsequently
exercised.

Section 8.04Stock PaymentsAny Eligible Individual selected by the Committe®y receive Stock Payments in the manner
determined from time to time by the Committee. Tinenber of shares shall be determined by the Comen#hd may be based upon
the Performance Criteria or other specific perfarogacriteria determined appropriate by the Commjttietermined on the date such
Stock Payment is made or on any date thereafter.

Section 8.05Deferred StockAny Eligible Individual selected by the Committeay be granted an award of Deferred Stock in
the manner determined from time to time by the Cdatemn The number of shares of Deferred Stock ghaltietermined by the
Committee and may be linked to the Performancesfiaitor other specific performance criteria deteedito be appropriate by the
Committee, in each case on a specified date osdatever any period or periods determined by tbm@ittee. Stock underlying a
Deferred Stock award will not be issued until thefédred Stock award has vested, pursuant to angestihedule or performance
criteria set by the Committee. Unless otherwisevigied by the Committee, a Participant awarded DefeStock shall have no rights
as a Company stockholder with respect to such DefeBtock until such time as the Deferred Stock Aweas vested and the Stock
underlying the Deferred Stock Award has been issued

Section 8.06Restricted Stock UnitsThe Committee is authorized to make Awards ofti#ed Stock Units to any Eligible
Individual selected by the Committee in such amswamd subject to such terms and conditions asrdeted by the Committee. At
the time of grant, the Committee shall specify dage or dates on which the Restricted Stock Uitdl decome fully vested and
nonforfeitable, and may specify such conditionsdeting as it deems appropriate. At the time ohgrdne Committee shall specify
the maturity date applicable to each grant of Reett Stock Units which shall be no earlier thae testing date or dates of the
Award and may be determined at the election ofgifaamtee. On the maturity date, the Company shaltljest to Section 11.05(b),
transfer to the Participant one unrestricted, ftiynsferable share of Stock for each RestrictedkStnit scheduled to be paid out on
such date and not previously forfeited.

Section 8.07Performance Bonus Award#ény Eligible Individual selected by the Committegay be granted one or more
Performance-Based Awards in the form of a cash §dacPerformance Bonus Awaldpayable upon the attainment of Performance
Goals that are established by the Committee amadieréd one or more of the Performance Criterigaich case on a specified date or
dates or over any period or periods determinechbyGommittee. Any such Performance Bonus Award fma@l Covered Employee
shall be based upon objectively determinable bémumsulas established in accordance with Article 9.

Section 8.08Term Except as otherwise provided herein, the termamyf Award of Performance Shares, Performance Stock
Units, Dividend Equivalents, Stock Payments, DeféiBtock or Restricted Stock Units shall be sehkyCommittee in its discretion.

Section 8.09Exercise or PurchaseThe Committee may establish the exercise or @msetprice, if any, of any Award of
Performance Shares, Performance Stock Units, mefeBtock, Stock Payments or Restricted Stock Upitsyided, howeverthat
such price shall not be less than the par value sifare of Stock on the date of grant, unless wikerpermitted by applicable state
law.
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Section 8.10Exercise upon Termination of Employment or Servige Award of Performance Shares, Performance Stock
Units, Dividend Equivalents, Deferred Stock, Ste&yments and Restricted Stock Units shall onlyxszaésable or payable while
the Participant is an Employee, Consultant or Dine@as applicableprovided, howeverthat the Committee in its sole and absolute
discretion may provide that an Award of Performa®t®res, Performance Stock Units, Dividend EquitaleStock Payments,
Deferred Stock or Restricted Stock Units may ber@sed or paid subsequent to a termination of eympént or service, as
applicable, or following a Change in Control of t@@mpany, or because of the Participant’s retirameéeath or disability, or
otherwise;provided, howeveithat any such provision with respect to PerforceaBhares or Performance Stock Units shall be subje
to the requirements of Section 162(m) of the Cha¢ apply to Qualified Performance-Based Compemsati

Section 8.11Form of PaymentPayments with respect to any Awards granted uttfdsrArticle 8 shall be made in cash, in
Stock or a combination of both, as determined lkyGommittee.

Section 8.12Award AgreementAll Awards under this Article 8 shall be subjeotsuch additional terms and conditions as
determined by the Committee and shall be evidebyezh Award Agreement.

ARTICLE 9.
PERFORMANCE-BASED AWARDS

Section 9.01Purpose The purpose of this Article 9 is to provide then@mittee the ability to qualify Awards other than
Options and SARs and that are granted pursuantticles 6 and 8 as Qualified Performance-Based Gusgtion. If the Committee,
in its discretion, decides to grant a Performanesdsl Award to a Covered Employee, the provisionthisfArticle 9 shall control
over any contrary provision contained in Articlesr68; provided, howeverthat the Committee may in its discretion grantatas to
Covered Employees that are based on Performantei€or Performance Goals that do not satisfyrélggirements of this Article 9.

Section 9.02Applicability. This Article 9 shall apply only to those Coverethployees selected by the Committee to receive
Performance-Based Awards. The designation of a X@dv&mployee as a Participant for a Performancéé&eshall not in any
manner entitle the Participant to receive an Awardhe period. Moreover, designation of a Covdemployee as a Participant for a
particular Performance Period shall not requirégiegion of such Covered Employee as a Participaahy subsequent Performance
Period and designation of one Covered EmployeeRarticipant shall not require designation of atlyeo Covered Employees as a
Participant in such period or in any other period.

Section 9.03Procedures with Respect to Performance-Based Awdrdghe extent necessary to comply with the Qiealif
Performance-Based Compensation requirements ofo8e2(m)(4)(C) of the Code, with respect to anwakd granted under
Articles 6 or 8 which may be granted to one or moozered Employees, no later than ninety (90) d@jswing the commencement
of any fiscal year in question or any other desigadiscal period or period of service (or sucheottime as may be required or
permitted by Section 162(m) of the Code), the Cottemishall, in writing, (a) designate one or momvé&ed Employees, (b) select
the Performance Criteria applicable to the PerfoiceaPeriod, (c) establish the Performance Goatsaamunts of such Awards, as
applicable, which may be earned for such Performdderiod, and (d) specify the relationship betwerformance Criteria and the
Performance Goals and the amounts of such Awardapplicable, to be earned by each Covered Empltoyeguch Performance
Period. Following the completion of each PerforneariReriod, the Committee shall certify in writing ether the applicable
Performance Goals have been achieved for suchrRenfice Period. In determining the amount earned Bpvered Employee, the
Committee shall have the right to reduce or elit@r{@ut not to increase) the amount payable avengievel of performance to take
into account additional factors that the Commitre®y deem relevant to the assessment of individuabiporate performance for the
Performance Period.
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Section 9.04Payment of Performance-Based Awardiless otherwise provided in the applicable Aw#greement, a
Participant must be employed by the Company ortmsifliary on the day a Performance-Based Awarddoh$erformance Period is
paid to the Participant. Furthermore, a Particigdratl be eligible to receive payment pursuant Regformance-Based Award for a
Performance Period only if the Performance Goalssiach period are achieved. In determining the ath@arned under a
Performance-Based Award, the Committee may reduceliminate the amount of the Performance-Based rdvearned for the
Performance Period, if in its sole and absoluterdison, such reduction or elimination is approfgria

Section 9.05Additional Limitations Notwithstanding any other provision of the Plany Award which is granted to a Covered
Employee and is intended to constitute Qualifiedd?mance-Based Compensation shall be subjectyadditional limitations set
forth in Section 162(m) of the Code (including aayendment to Section 162(m) of the Code) or anulagions or rulings issued
thereunder that are requirements for qualificaiemqualified performance-based compensation asibeddn Section 162(m)(4)(C)
of the Code, and the Plan shall be deemed amendbd extent necessary to conform to such requinesne

ARTICLE 10.
INDEPENDENT DIRECTOR AWARDS

Section 10.01The Board may grant Awards to Independent Diracteubject to the limitations of the Plan, pursuant
written non-discretionary formula established bg @ommittee, or any successor committee theretyingrout its responsibilities
on the date of grant of any such Award (thedépendent Director Equity Compensation Pdlicifhe Independent Director Equity
Compensation Policy shall set forth the type of Ad{g) to be granted to Independent Directors, thmber of shares of Stock to be
subject to Independent Director Awards, the coadgion which such Awards shall be granted, becomecisable and/or payable
and expire, and such other terms and conditionh@sCommittee (or such other successor committegeasribed above) shall
determine in its discretion.

ARTICLE 11.
PROVISIONS APPLICABLE TO AWARDS

Section 11.01Stand-Alone and Tandem Awardsvards granted pursuant to the Plan may, in theretion of the Committee,
be granted either alone, in addition to, or in t&andvith, any other Award granted pursuant to tlemPAwards granted in addition to
or in tandem with other Awards may be granted eigtiéhe same time as or at a different time frbengrant of such other Awards.

Section 11.02Award AgreementAwards under the Plan shall be evidenced by Awsgteements that set forth the terms,
conditions and limitations for each Award which miaglude the term of an Award, the provisions aggdble in the event the
Participant’s employment or service terminates, #medCompany’s authority to unilaterally or bilatly amend, modify, suspend,
cancel or rescind an Award.

Section 11.03Limits on Transfer No right or interest of a Participant in any Adamay be pledged, encumbered, or
hypothecated to or in favor of any party other ttte Company or a Subsidiary, or shall be subjeety lien, obligation, or liability
of such Participant to any other party other thaen €ompany or a Subsidiary. Except as otherwiseiged by the Committee, no
Award shall be assigned, transferred, or otherwiisposed of by a Participant other than by willtbe laws of descent and
distribution or pursuant to beneficiary designatwocedures approved from time to time by the Catemi(or the Board in the case
of Awards granted to Independent Directors). Then@ittee by express provision in the Award or an ameent thereto may permit
an Award (other than an Incentive Stock Optionhédaransferred to, exercised by and paid to ceparsons or entities related to the
Participant, including but not limited to membefste Participant’s family, charitable institutignar trusts or other entities whose
beneficiaries or beneficial owners are members of

B-11



the Participant’s family and/or charitable institms, or to such other persons or entities as neexpressly approved by the
Committee, pursuant to such conditions and proe=das the Committee may establish. Any permittusfer shall be subject to the
condition that the Committee receive evidence featisry to it that the transfer is being made fstage and/or tax planning purposes
(or to a “blind trust” in connection with the Paifiant’s termination of employment or service witie Company or a Subsidiary to
assume a position with a governmental, charitaddieicational or similar non-profit institution) awt a basis consistent with the
Company’s lawful issue of securities.

Section 11.04Beneficiaries Notwithstanding Section 11.03, a Participant maythe manner determined by the Committee,
designate a beneficiary to exercise the rightshefRarticipant and to receive any distribution wigBpect to any Award upon the
Participant’s death. A beneficiary, legal guardibegal representative, or other person claiming @glts pursuant to the Plan is
subject to all terms and conditions of the Plan ang Award Agreement applicable to the Participartept to the extent the Plan
and Award Agreement otherwise provide, and to adjtenal restrictions deemed necessary or appatphy the Committee. If the
Participant is married and resides in a communioperty state, a designation of a person other thafParticipant’s spouse as his or
her beneficiary with respect to more than 50% efParticipant’s interest in the Award shall notdffective without the prior written
consent of the Participant’s spouse. If no berafichas been designated or survives the Partigipayment shall be made to the
person entitled thereto pursuant to the Participamitl or the laws of descent and distribution.bfact to the foregoing, a beneficiary
designation may be changed or revoked by a Paatitigt any time provided the change or revocatidited with the Committee.

Section 11.055tock Certificates; Book Entry Procedures

(a) Notwithstanding anything herein to the contrding Company shall not be required to issue aveielny certificates
evidencing shares of Stock pursuant to the exedfismy Award, unless and until the Board has detezd, with advice of
counsel, that the issuance and delivery of sudificates is in compliance with all applicable lawsgulations of governmental
authorities and, if applicable, the requirementsainy exchange on which the shares of Stock aredlist traded. All Stock
certificates delivered pursuant to the Plan argesuitto any stop-transfer orders and other regiristas the Committee deems
necessary or advisable to comply with federalestat foreign jurisdiction, securities or other swules and regulations and
the rules of any national securities exchange twraated quotation system on which the Stock isdistjuoted, or traded. The
Committee may place legends on any Stock certditatreference restrictions applicable to the Statladdition to the terms
and conditions provided herein, the Board may meqthat a Participant make such reasonable cove&nagteements, and
representations as the Board, in its discretionde advisable in order to comply with any such |avegulations, or
requirements. The Committee shall have the righetmire any Participant to comply with any timimgother restrictions with
respect to the settlement or exercise of any Awiadiuding a window-period limitation, as may bepiosed in the discretion of
the Committee.

(b) Notwithstanding any other provision of the Rlanless otherwise determined by the Committeeequired by any
applicable law, rule or regulation, the Companylisiat deliver to any Participant certificates emiting shares of Stock issued
in connection with any Award and instead such sharkeStock shall be recorded in the books of then@any (or, as
applicable, its transfer agent or stock plan adstiator).

Section 11.06Paperless Administrationin the event that the Company establishes, &&ifitor using the services of a third
party, an automated system for the documentaticamtigg or exercise of Awards, such as a systemguan internet website or
interactive voice response, then the paperlessndectation, granting or exercise of Awards by a iBigant may be permitted
through the use of such an automated system.
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ARTICLE 12.
CHANGES IN CAPITAL STRUCTURE

Section 12.0JAdjustments

(a) In the event of any stock dividend, stock smlidmbination or exchange of shares, merger, cmamn or other
distribution (other than normal cash dividends)Caimpany assets to stockholders, or any other chaffigeting the shares of
Stock or the share price of the Stock other thaEa@uity Restructuring, the Committee shall makehseguitable adjustments,
if any, as the Committee in its discretion may desopropriate to reflect such change with respeéaahe aggregate number
and kind of shares that may be issued under the(Rleluding, but not limited to, adjustments oé timitations in Section 3.01
and Section 3.03); (b) the terms and conditionsam§ outstanding Awards (including, without limitati any applicable
performance targets or criteria with respect tlgreand (c) the grant or exercise price per shareafiy outstanding Awards
under the Plan. Any adjustment affecting an Awanrtrnided as Qualified Performance-Based Compensatialh be made
consistent with the requirements of Section 162{fithe Code.

(b) In the event of any transaction or event dégedtiin Section 12.01 or any unusual or nonrecurtiagsactions or
events affecting the Company, any affiliate of @@mpany, or the financial statements of the Compangny affiliate, or of
changes in applicable laws, regulations or accagmgrinciples, the Committee, in its sole and altgotliscretion, and on such
terms and conditions as it deems appropriate, reith¢he terms of the Award or by action taken pt@mthe occurrence of such
transaction or event and either automatically arughe Participant’s request, is hereby authoripethke any one or more of
the following actions whenever the Committee detees that such action is appropriate in order tevent dilution or
enlargement of the benefits or potential benefiterided to be made available under the Plan or mgpect to any Award
under the Plan, to facilitate such transactionsvents or to give effect to such changes in laggulations or principles:

(i) To provide for either (A) termination of anycduAward in exchange for an amount of cash, if &gyal to the
amount that would have been attained upon the meeof such Award or realization of the Participamights (and, for
the avoidance of doubt, if as of the date of theuoence of the transaction or event describedhigr$ection 12.02 the
Committee determines in good faith that no amouatldl have been attained upon the exercise of sughrd\ or
realization of the Participant’s rights, then su#oliard may be terminated by the Company without paytnor (B) the
replacement of such Award with other rights or gty selected by the Committee in its sole disoreti

(i) To provide that such Award be assumed by thecessor or survivor corporation, or a parent disiliary
thereof, or shall be substituted for by similariops, rights or awards covering the stock of thecessor or survivor
corporation, or a parent or subsidiary thereofhwsppropriate adjustments as to the number andd{istlares and prices;

(i) To make adjustments in the number and typesiodres of Common Stock (or other securities opgnty)
subject to outstanding Awards, and in the numberkiand of outstanding Restricted Stock or Defergtdck and/or in
the terms and conditions of (including the granéxercise price), and the criteria included instanding options, rights
and awards and options, rights and awards whichlmayranted in the future;

(iv) To provide that such Award shall be exercisabt payable or fully vested with respect to alrels covered
thereby, notwithstanding anything to the contraryhie Plan or the applicable Award Agreement; and

(v) To provide that the Award cannot vest, be eiset or become payable after such event.

(c) In connection with the occurrence of any EqiBstructuring, and notwithstanding anything todbetrary in Section
12.01(a) and Section 12.01(b):

(i) The number and type of securities subject toheautstanding Award and the exercise price or tgpaite
thereof, if applicable, will be equitably adjustddhe adjustments provided under this
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Section 12.1(c)(i) shall be nondiscretionary aralldte final and binding on the affected Participamd the Company.

(i) The Committee shall make such equitable adjpestts, if any, as the Committee in its discretioamyneem
appropriate to reflect such Equity Restructuringhwiespect to the aggregate number and kind ofeshidmat may be
issued under the Plan (including, but not limitedatdjustments of the limitations in Sections i 8.3).

Section 12.02Acceleration Upon a Change in Contrdlotwithstanding Section 12.01, and except as oéerwise be
provided in any applicable Award Agreement or otheitten agreement entered into between the Comjpadya Participant, if a
Change in Control occurs and a Participant's Awamsnot converted, assumed, or replaced by a ssmcentity, then immediately
prior to the Change in Control such Awards shatidmee fully exercisable and all forfeiture restocts on such Awards shall lapse.
Upon, or in anticipation of, a Change in Contrbke Committee may cause any and all Awards outstgritBreunder to terminate at a
specific time in the future, including but not lied to the date of such Change in Control, and ghat each Participant the right to
exercise such Awards during a period of time asGbmmittee, in its sole and absolute discretioma)lgtetermine. In the event that
the terms of any agreement between the CompanpyCampany subsidiary or affiliate and a Participaontains provisions that
conflict with and are more restrictive than the ismns of this Section 12.02, this Section 12.83allsprevail and control and the
more restrictive terms of such agreement (and sath terms) shall be of no force or effect.

Section 12.0No Other RightsExcept as expressly provided in the Plan, noidaant shall have any rights by reason of any
subdivision or consolidation of shares of stoclany class, the payment of any dividend, any inereasdecrease in the number of
shares of stock of any class or any dissolutiguidiation, merger, or consolidation of the Companwny other corporation. Except
as expressly provided in the Plan or pursuant tomof the Committee under the Plan, no issuancéhb Company of shares of
stock of any class, or securities convertible sitares of stock of any class, shall affect, anddjostment by reason thereof shall be
made with respect to, the number of shares of Stabject to an Award or the grant or exercise poicany Award.

ARTICLE 13.
ADMINISTRATION

Section 13.01CommitteeUnless and until the Board delegates administnadif the Plan to a Committee as set forth belbw, t
Plan shall be administered by the full Board, adstich purposes the term “Committee” as usedisnRlan shall be deemed to refer
to the Board. The Board, at its discretion or dsentise necessary to comply with the requiremeheation 162(m) of the Code,
Rule 16b-3 promulgated under the Exchange Act dhéoextent required by any other applicable ruleegulation, may delegate
administration of the Plan to a Committee consigiifi two or more members of the Board. Unless otfser determined by the
Board, the Committee shall consist solely of twonwre members of the Board each of whom is an igeitdirector,” within the
meaning of Section 162(m) of the Code, a Non-EmgxoRirector and an “independent director” underrthes of the Nasdaq Stock
Market (or other principal securities market on ethshares of Stock are traded); provided that atiprataken by the Committee
shall be valid and effective, whether or not mersbeafrthe Committee at the time of such action aterldetermined not to have
satisfied the requirements for membership set fortkhis Section 13.01 or otherwise provided in amarter of the Committee.
Notwithstanding the foregoing: (a) the full Boardcgting by a majority of its members in office, shabnduct the general
administration of the Plan with respect to all Adsamgranted to Independent Directors and for pupa$esuch Awards the term
“Committee” as used in this Plan shall be deemefier to the Board and (b) the Committee may deakegs authority hereunder to
the extent permitted by Section 13.05. In its giferetion, the Board may at any time and from timeime exercise any and all
rights and duties of the Committee under the Plaregt with respect to matters which under Rule 36mder the Exchange Act or
Section 162(m) of the Code, or any regulationsutesrissued thereunder, are required to be detethiinthe sole discretion of the
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Committee. Except as may otherwise be providednin éharter of the Committee, appointment of Conemitmembers shall be
effective upon acceptance of appointment; Committeenbers may resign at any time by delivering emithotice to the Board; and
vacancies in the Committee may only be filled bg Board.

Section 13.02Action by the CommittedJnless otherwise established by the Board orniy eharter of the Committee, a
majority of the Committee shall constitute a quorand the acts of a majority of the members preatliny meeting at which a
quorum is present, and acts approved in writingibyajority of the Committee in lieu of a meetingakk be deemed the acts of the
Committee. Each member of the Committee is entitbedn good faith, rely or act upon any reporitiner information furnished to
that member by any officer or other employee of @mmpany or any Subsidiary, the Company’s indepeindertified public
accountants, or any executive compensation comsdteother professional retained by the Compamgsgist in the administration of
the Plan.

Section 13.03Authority of CommitteeSubject to any specific designation in the Ptha, Committee has the exclusive power,
authority and discretion to:

(a) Designate Participants to receive Awards;
(b) Determine the type or types of Awards to bentgd to each Participant;
(c) Determine the number of Awards to be grantatithe number of shares of Stock to which an Awaittrelate;

(d) Determine the terms and conditions of any Awgrdnted pursuant to the Plan, including, but imoitéd to, the
exercise price, grant price, or purchase price ralwad provision, any restrictions or limitatioms the Award, any schedule for
lapse of forfeiture restrictions or restrictions the exercisability of an Award, and accelerati@nswaivers thereof, any
provisions related to non-competition and recaptfrgain on an Award, based in each case on sunbid@rations as the
Committee in its sole discretion determingvided, howeveithat the Committee shall not have the authodtsdcelerate the
vesting or waive the forfeiture of any Performaased Awards;

(e) Determine whether, to what extent, and purstmmthat circumstances an Award may be settledririhe exercise
price of an Award may be paid in, cash, Stock, othe&ards, or other property, or an Award may beceded, forfeited, or
surrendered,;

(f) Prescribe the form of each Award Agreement,cliiieed not be identical for each Participant;

(g) Decide all other matters that must be deterchineeonnection with an Award;

(h) Establish, adopt, or revise any rules and ag@us as it may deem necessary or advisable tingder the Plan;

(i) Interpret the terms of, and any matter arigiigsuant to, the Plan or any Award Agreement; and

() Make all other decisions and determinationg thay be required pursuant to the Plan or as thmritee deems
necessary or advisable to administer the Plan.

Section 13.04Decisions BindingThe Committee’s interpretation of the Plan, anya#ds granted pursuant to the Plan, any
Award Agreement and all decisions and determinatioythe Committee with respect to the Plan aral fininding, and conclusive
on all parties.

Section 13.0Delegation of AuthorityTo the extent permitted by applicable law, theaBlomay from time to time delegate to a
committee of one or more members of the Board erammore officers of the Company the authoritgtant or amend Awards to
Participants other than (a) Employees who are stitgeSection 16 of the Exchange Act, (b) Covereapbyees, or (c) officers of
the Company (or Directors) to whom authority torgrar amend Awards has been delegated hereundgrdélegation hereunder
shall be subject to the restrictions and limitd the Board specifies at the time of such delegatmd the Board may at any time
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rescind the authority so delegated or appoint acdelegatee. At all times, the delegatee appointeiiuthis Section 13.05 shall serve
in such capacity at the pleasure of the Board.

ARTICLE 14.
EFFECTIVE AND EXPIRATION DATE

Section 14.01Effective Date The Plan is effective as of the date the Plaapigroved by the Company’s stockholders (the
“Effective Dat®. The Plan will be deemed to be approved by tbelolders if it is approved either:

(a) By a majority of the votes cast at a duly hgtidckholder;s meeting at which a quorum represgrairmajority of
outstanding voting stock is, either in person opbyxy, present and voting on the plan; or

(b) By a method and in a degree that would bedrteas adequate under Delaware law in the case aftam requiring
stockholder approval.

Section 14.02Expiration Date The Plan will expire on, and no Award may be tgdnpursuant to the Plan after the tenth
anniversary of the Effective Date, except that mgehtive Stock Options may be granted under the &f@r the earlier of the tenth
anniversary of (a) the date the Plan is approvethéyBoard or (b) the Effective Date. Any Awardattare outstanding on the tenth
anniversary of the Effective Date shall remaindrcé according to the terms of the Plan and théicatyle Award Agreement.

ARTICLE 15.
AMENDMENT, MODIFICATION, AND TERMINATION

Section 15.0JAmendment, Modification, and Terminati®ubject to Section 16.14, with the approval ef Board, at any time
and from time to time, the Committee may terminarm@end or modify the Plaprovided, howeverthat (a) to the extent necessary
and desirable to comply with any applicable lavgutation, or stock exchange rule, the Company sisHin stockholder approval of
any Plan amendment in such a manner and to sudymeal as required, and (b) stockholder approvdl bbarequired for any
amendment to the Plan that (i) increases the numbshares available under the Plan (other thanaaljystment as provided by
Article 12), (ii) permits the Committee to grant @ms with an exercise price that is below Fair ké&rValue on the date of grant, or
(iii) permits the Committee to extend the exergiseiod for an Option beyond ten years from the ddtgrant. Notwithstanding any
provision in this Plan to the contrary, absent apgl of the stockholders of the Company, no Optitay be amended to reduce the
per share exercise price of the shares subjecicto Gption below the per share exercise price #iseoflate the Option is granted and,
except as permitted by Article 12, no Option mayghented in exchange for, or in connection witle, tancellation or surrender of an
Option having a higher per share exercise price.

Section 15.02Awards Previously GrantedExcept with respect to amendments made pursag®edtion 16.14, no termination,
amendment, or modification of the Plan shall adstgraffect in any material way any Award previoughanted pursuant to the Plan
without the prior written consent of the Participan

ARTICLE 16.
GENERAL PROVISIONS

Section 16.01INo Rights to AwardsNo Eligible Individual or other person shall haamy claim to be granted any Award
pursuant to the Plan, and neither the Companyhe®Committee is obligated to treat Eligible Indivéds, Participants or any other
persons uniformly.

B-16



Section 16.02No Stockholders Right&xcept as otherwise provided herein, a Partitighall have none of the rights of a
stockholder with respect to shares of Stock covéredny Award until the Participant becomes therémwner of such shares of
Stock.

Section 16.03Withholding The Company or any Subsidiary shall have theaiiyhand the right to deduct or withhold, or
require a Participant to remit to the Company, mmoant sufficient to satisfy federal, state, locatldoreign taxes (including the
Participant’'s employment tax obligations) requitsdlaw to be withheld with respect to any taxablerg concerning a Participant
arising as a result of this Plan. The Committee mais discretion and in satisfaction of the favery requirement allow a Participant
to elect to have the Company withhold shares o€tlstiherwise issuable under an Award (or allow riteirn of shares of Stock)
having a Fair Market Value equal to the sums reglio be withheld. Notwithstanding any other primrisof the Plan, the number of
shares of Stock which may be withheld with resgedhe issuance, vesting, exercise or payment pffamard (or which may be
repurchased from the Participant of such Award iwifix months (or such other period as may be detexd by the Committee)
after such shares of Stock were acquired by thécRent from the Company) in order to satisfy Perticipant’s federal, state, local
and foreign income and payroll tax liabilities withspect to the issuance, vesting, exercise or palyof the Award shall be limited
to the number of shares which have a Fair Markdtid&/an the date of withholding or repurchase eqoahe aggregate amount of
such liabilities based on the minimum statutoryhivillding rates for federal, state, local and fameigcome tax and payroll tax
purposes that are applicable to such supplementabte income.

Section 16.0MNo Right to Employment or Servicé&othing in the Plan or any Award Agreement sha#rfere with or limit in
any way the right of the Company or any Subsidiaryerminate any Participant's employment or sawiat any time, nor confer
upon any Participant any right to continue in thgtoy or service of the Company or any Subsidiary.

Section 16.05Unfunded Status of Award$he Plan is intended to be an “unfunded” planif@mentive compensation. With
respect to any payments not yet made to a Panmicarsuant to an Award, nothing contained in tlenPr any Award Agreement
shall give the Participant any rights that are gnethan those of a general creditor of the Compargny Subsidiary.

Section 16.06ndemnification To the extent allowable pursuant to applicable, leaach member of the Committee or of the
Board shall be indemnified and held harmless byGbmpany from any loss, cost, liability, or expetis@® may be imposed upon or
reasonably incurred by such member in connectidgh wi resulting from any claim, action, suit, oopeeding to which he or she
may be a party or in which he or she may be inwlg reason of any action or failure to act pursuarthe Plan and against and
from any and all amounts paid by him or her insattion of judgment in such action, suit, or pediag against him or her;
providedhe or she gives the Company an opportunity, aits expense, to handle and defend the same biedooe she undertakes
to handle and defend it on his or her own behdie Toregoing right of indemnification shall not exclusive of any other rights of
indemnification to which such persons may be awifpursuant to the Company’s Certificate of Incoagion or Bylaws, as a matter
of law, or otherwise, or any power that the Companay have to indemnify them or hold them harmless.

Section 16.07Relationship to other Benefitslo payment pursuant to the Plan shall be takenancount in determining any
benefits pursuant to any pension, retirement, g@yiprofit sharing, group insurance, welfare oreothenefit plan of the Company or
any Subsidiary except to the extent otherwise esgbyeprovided in writing in such other plan or ameement thereunder.

Section 16.0&xpensesThe expenses of administering the Plan shalldoeebby the Company and its Subsidiaries.

Section 16.09Titles and HeadingsThe titles and headings of the Sections in tla@ Bte for convenience of reference only and,
in the event of any conflict, the text of the Pleather than such titles or headings, shall control
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Section 16.10Fractional Shares No fractional shares of Stock shall be issued tired Committee shall determine, in its
discretion, whether cash shall be given in liedraftional shares or whether such fractional shanedl be eliminated by rounding up
or down as appropriate.

Section 16.11 imitations Applicable to Section 16 PersoNetwithstanding any other provision of the Pldrg Plan, and any
Award granted or awarded to any Participant whihés subject to Section 16 of the Exchange Actll leasubject to any additional
limitations set forth in any applicable exemptiverunder Section 16 of the Exchange Act (including amendment to Rule 16b-3
under the Exchange Act) that are requirementshferapplication of such exemptive rule. To the exparmitted by applicable law,
the Plan and Awards granted or awarded hereunddiristh deemed amended to the extent necessarynforooto such applicable
exemptive rule.

Section 16.12Government and Other Regulatiorihe obligation of the Company to make paymenawérds in Stock or
otherwise shall be subject to all applicable lam#es, and regulations, and to such approvals Wemmnent agencies as may be
required. The Company shall be under no obligatioregister pursuant to the Securities Act, as a@énany of the shares of Stock
paid pursuant to the Plan. If the shares paid @umntsio the Plan may in certain circumstances benpké&om registration pursuant to
the Securities Act, as amended, the Company manctethe transfer of such shares in such mannér dsems advisable to ensure
the availability of any such exemption.

Section 16.13Governing Law The Plan and all Award Agreements shall be caesitin accordance with and governed by the
laws of the State of Delaware.

Section 16.14Section 409ATo the extent that the Committee determines dhgtAward granted under the Plan is subject to
Section 409A of the Code, the Award Agreement enditeg such Award shall incorporate the terms anddittons required by
Section 409A of the Code. To the extent applicalie, Plan and Award Agreements shall be interprétedccordance with
Section 409A of the Code and Department of Treasegwlations and other interpretive guidance isstedeunder, including
without limitation any such regulations or otheiidzince that may be issued after the Effective Ddt#withstanding any provision
of the Plan to the contrary, in the event thatfeihg the Effective Date the Committee determired iny Award may be subject to
Section 409A of the Code and related Departmefirefsury guidance (including such Department oB3uey guidance as may be
issued after the Effective Date), the Committee adgpt such amendments to the Plan and the aplgliéalard Agreement or adopt
other policies and procedures (including amendmgutiécies and procedures with retroactive effegt)take any other actions, that
the Committee determines are necessary or apptepdga) exempt the Award from Section 409A of @mde and/or preserve the
intended tax treatment of the benefits providedhwétspect to the Award, or (b) comply with the riegiments of Section 409A of the
Code and related Department of Treasury guidanddtareby avoid the application of any penalty taneder such Section.

* k k kK

| hereby certify that the foregoing Plan was dudgjted by the Board of Directors of Tegal Corpanaibn , 2007.

* k k % %

| hereby certify that the foregoing Plan was apptblsy the stockholders of Tegal Corporation on , 2007.
Executed on this day of , 2007.

Corporate Secretary
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