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Registrant s telephone number, including area code: (508) 836-4200

Securities registered pursuant to Section 12(b) of the Act: None

Securities registered pursuant to Section 12(g) of the Act: Common Stock, $.01 par value

Indicate by checkmark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

Yes No x

Indicate by checkmark if the registrant is not required to file report pursuant to Section 13 or Section 15(d) of the Act. Yes ~ No x.

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of the Registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of the
Form 10-K or any amendment to this Form 10-K.

Indicate by checkmark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
( accelerated filer and large accelerated filer ), an accelerated filer, or a non-accelerated filer in Rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer x Non-accelerated filer ~

Indicate by checkmark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes = No x

On September 30, 2005, the aggregate market value of voting and non-voting Common Stock held by nonaffiliates of the Registrant was
$277,415,438 based on the closing price of the Common Stock on the NASDAQ National Market on September 30, 2005.

Number of shares outstanding of the registrant s Common Stock, $.01 par value, as of June 7, 2006 was 33,018,168.
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Signatures

This Annual Report on Form 10-K contains forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of

1934, as amended. For this purpose, any statements contained herein that relate to future events or conditions, including without limitation, the
statements under Item 1. Business, Item 1A. Risk Factors and Item 7. Management s Discussion and Analysis of Financial Condition and Results
of Operations and located elsewhere herein regarding industry prospects and the Company s prospective results of operations or financial
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position, may be deemed to be forward-looking statements. Without limiting the foregoing, the words believes, anticipates, plans, expects, and
similar expressions are intended to identify forward-looking statements. Such forward-looking statements represent management s current

expectations and are inherently uncertain. The important factors discussed below under the caption Risk Factors in Item 1A, among others, could

cause actual results to differ materially from those indicated by forward-looking statements made herein and presented elsewhere by

management from time to time. Any such forward-looking statements represent management s estimates as of the date of this Annual Report on

Form 10-K. While the Company may elect to update such forward-looking statements at some point in the future, it disclaims any obligation to

do so, even if subsequent events cause its views to change. These forward-looking statements should not be relied upon as representing the

Company s views as of any date subsequent to the date of this Annual Report on Form 10-K.
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PART I

Item 1. Business

Overview

We are a leading electricity solutions company. We develop and manufacture products to dramatically improve the cost, efficiency and
reliability of systems that generate, deliver and use electric power. Our products include high temperature superconductor (HTS) wire for
electric power, transportation, medical and industrial processing applications; motors and generators based on our HTS wire for ship propulsion
and industrial uses, as well as synchronous condensers for transmission and distribution grid reliability; and advanced power electronic systems
that ensure the quality and reliability of electricity for residential, commercial and industrial end users.

Our HTS wire carries direct current (DC) without any loss of electrical power, resulting in high electrical efficiency. It also conducts more than
150 times the electrical current of copper wire of the same dimensions, which dramatically reduces the size and weight of electrical equipment
and significantly increases the power throughput of power cables. Our current and planned products are sold or are planned to be sold to electric
utilities and transmission and distribution grid operators, electrical equipment manufacturers, industrial power users and shipbuilders that utilize
electric motors for ship propulsion systems. Our technology and products are backed by an intellectual property portfolio that, as of March 31,
2006, includes more than 370 patents and patent applications owned by us worldwide and more than 355 patents and patent applications licensed
from others worldwide.

We have also developed a strong portfolio of patents related to second generation, or 2G, HTS wire manufacturing, with more than 85
worldwide patents and patent applications pending, and licenses to more than 50 worldwide patents and patent applications owned by others, as
of March 31, 2006.

Our products, and those sold by others who incorporate our products, can:

increase the reliability, security and power transfer capacity of electricity transmission and distribution power grids;

improve the quality of electric power delivered to manufacturing plants;

meet the grid interconnection standards required by wind farms and other sources of renewable energy;

reduce the manufacturing and operating costs of primary electrical equipment, including motors and generators;

reduce the size and weight of power cables, motors, generators and other electric power equipment; and
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conserve energy resources used to produce electricity, such as oil, gas and coal, by more efficiently conducting and converting
electricity into useful forms.

We believe there will be significant market demand for our products because of the following factors:

demand for electric power continues to grow on a global basis;

the power grids in the U.S. and in many developed nations face severe constraints in adequately and safely delivering the amounts of
power demanded by electric power users;

power reliability and power quality are increasingly important as economies transition to computerized and digitized systems;

U.S. domestic policy is now addressing the need to upgrade the transmission and distribution power grid as part of an effective
long-term national energy policy; and

environmental threats from global industrialization and population growth continue to influence nations to encourage environmentally
friendly power technologies.
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We conduct our operations through three business units:

AMSC Wires, a developer and manufacturer of HTS wire;

SuperMachines, a designer and manufacturer of rotating machines based on our HTS wire, including electric motors, generators and
synchronous condensers; and

Power Electronic Systems, a designer and manufacturer of power electronic converters and integrated power electronic systems that
increase power grid reliability and throughput and ensure high-quality power for industrial manufacturing operations.

We file reports, proxy statements and other documents with the Securities and Exchange Commission. You may read and copy any document
we file at the SEC Headquarters at Office of Investor Education and Assistance, 100 F Street, NE, Washington, D.C. 20549. You should call
1-800-SEC-0330 for more information on the public reference room. Our SEC filings are also available to you on the SEC s Internet site at
http://www.sec.gov.

Our internet address is www.amsuper.com. We are not including the information contained in our website as part of, or incorporating it by
reference into, this annual report on Form 10-K. We make available free of charge through our web site our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to these reports filed or furnished pursuant to Section 13(a) or
15(d) of the Securities Exchange Act of 1934, as amended, or the Exchange Act, as soon as reasonably practicable after we electronically file
such materials with the Securities and Exchange Commission.

Superconductor Technology

A superconductor is a perfect conductor of electricity. It carries DC with 100 percent efficiency because no energy is dissipated by resistive
heating. DC in a superconducting loop can flow undiminished forever. Superconductors can also conduct alternating current (AC) with some
slight loss of energy.

Superconductor materials lose all resistance to the flow of DC and nearly all resistance to the flow of AC when they are cooled below a critical
temperature. The critical temperature is different for each superconductor material. Superconductor materials, including both HTS materials and
low temperature superconductor (LTS) materials, need to be cooled to very low temperatures to act as superconductors. Wires made with HTS
material typically operate at temperatures that are five to 20 times higher than the operating temperatures of LTS materials. The process of
cooling LTS materials to their critical temperature is expensive and often difficult, which limits the commercial applications of LTS technology.
Conversely, the lower cost of cooling HTS materials broadens the range of potential commercial superconductor applications.

A combination of three conditions must be met for a material to exhibit superconductor behavior:

The material must be cooled below its critical temperature (T );
C
The current passing through a cross-section of the material must be below a level known as the critical current density (J ); and
C
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The magnetic field to which the material is exposed must be below a value known as the critical magnetic field (H ).

Superconductor materials were initially discovered in 1911. Before 1986, no known superconductor had a critical temperature above 23 Kelvin.
Zero Kelvin is the absolute zero of temperature and is the equivalent of minus 459 degrees Fahrenheit; 23 Kelvin is the equivalent of minus 418
degrees Fahrenheit.

In 1986, a breakthrough in superconductivity occurred when two scientists, Dr. K. Alex Muller and Dr. J. Georg Bednorz, at an IBM laboratory
in Zurich, Switzerland, identified a ceramic oxide compound, an HTS material, which was shown to be superconductive at 36 Kelvin (minus 395
degrees Fahrenheit). This
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discovery earned them the Nobel Prize for Physics in 1987, which is one of six Nobel Prizes awarded to date for work on superconductivity. A
series of related ceramic oxide compounds that have higher critical temperatures has been subsequently discovered. This family of ceramic
superconductors has come to be known as HTS materials. Some of these materials are being actively used throughout the world and by us for
practical wire applications. A variety of organic materials have also been discovered, in a class called fullerenes, with critical temperatures
ranging between those for high temperature ceramic oxide superconductors and low temperature metallic superconductors. Because of the
expense and complexity of synthesizing the fullerenes and also their limited performance in a magnetic field, these have generally not been
actively considered for superconductor wire applications. A related group of organic materials called nanotubes, though not superconducting,
show unusual conductive properties at room temperature and are being considered for wire applications; however, many fundamental problems
remain in developing a practical wire from these materials. We monitor worldwide developments in this interesting but still very exploratory
area.

In early 2001, it was discovered that a well-known and widely available material, magnesium diboride (MgB,), has a superconductor transition
temperature at 40 Kelvin (minus 387 degrees Fahrenheit). The properties of MgB2 are consistent with those of LTS materials. Because of its

potential low cost and ease of synthesis, work was initiated around the world to investigate the use of MgB2 in wire applications. We initiated a
program to investigate the commercial viability of MgB2 and concluded that it would be very difficult for MgB2 wire to compete against wires

based on HTS materials for power applications. We have stopped development activities on MgB2 but continue to monitor new developments
and are poised to reestablish our program if the need arises.

Power Electronics Technology

Advances in power electronics technology are enabling new, more reliable and efficient uses of electric devices and are providing a critical
component fundamental to new integrated power solutions that improve the reliability and quality of power delivered to users. Today, our
growing digital-based economy demands better power reliability and quality for higher performance through faster power conversion devices
and active grid management. Power conversion and active grid management are enabled by power electronic devices, which convert generated
or transmitted electric power to the appropriate form for a particular electrical application. Common examples of power electronic conversion
include AC-DC converters used at the interface between AC power sources and a number of applications that use only DC power; DC-DC
converters used to change the DC voltage of a source; and DC-AC converters, commonly called inverters, used to convert DC power to AC
power. DC is typically produced by batteries and fuel cells, while AC is typically produced by electric generators and used in homes and
businesses.

Power electronic converters incorporate power semiconductor devices that switch, control and move large amounts of power faster and with far
less disruption than the electromechanical switches that have historically been used. These power converters can be used in a variety of
applications from motor drives, power supplies, voltage regulators and wind turbines to fuel cells, microturbines and photovoltaics.

Ongoing advances in power electronics technology have spawned new, more reliable and efficient power semiconductor switching devices. We
employ devices such as insulated gate bipolar transistors (IGBT) operating in the 300 to 2,000 volt range and at switching frequencies up to
20,000 hertz. We incorporate these into our proprietary, state-of-the-art power electronic converters, which together enable lower cost and more
effective, integrated solutions for power reliability and quality. Rather than using discrete packaging, we integrate the IGBTSs onto printed circuit
boards made of insulating and conductive materials, which increases reliability and reduces manufacturing cost. These circuit boards form a
critical building block in our more powerful and compact power electronic converters. Other key attributes of our power converters are their
inherent programmability, flexibility and scalability. Embedded controllers allow end users to customize power converters to meet precise
application requirements and optimize the performance characteristics of the device.
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Market Overview

Power Demand and Transmission Capacity

One of our principal target markets, the electric power sector, is experiencing a pattern of sustained, long-term growth that is expected to
continue into the future. The Electric Power Research Institute (EPRI) has estimated that electricity as a percentage of total energy use in the
U.S. was 25 percent in 1970, has recently reached 40 percent and will increase to 50 percent by 2020. For the past several years, rising power
demand has been driven in large part by growth in the use of computers, the Internet, telecommunications and other consumer-based electronic
products. More recently, the rapid rise in world oil prices has led to mounting interest in alternatives to oil-based transportation fuels, including
plug-in hybrid electric vehicles that could be recharged from the electric power grid. Projected growth rates for electric power consumption by
these newer technologies are far higher than for traditional uses of power, which have historically grown in proportion to the gross domestic
product of the U.S. We believe that the continued growth in aggregate power consumption, as well as the corresponding demand for more
reliable and higher quality power to support digital applications, will create sustained demand for many of our products.

We believe another key factor affecting the market for our products and technologies is the widely recognized need to upgrade the U.S.
transmission infrastructure. From the late 1980s until the early part of this decade, transmission investment experienced a prolonged depression
caused by uncertainties with respect to the ownership of and return on power grid assets caused by potential changes in power grid regulations
and policies. This period of underinvestment resulted, we believe, in significant pent-up demand for power grid solutions. Over the past several
years, federal authorities have issued a series of reports and studies that support the need for innovation and renewed investment in the
transmission grid. The Northeast Blackout of August 14, 2003, the largest such event in U.S. history, affecting over 50 million people, was
pivotal in prompting broad public recognition of the need for concerted action to modernize the nation s power grid and regulatory structure.

After several years of debate, in August 2005, President Bush signed the Energy Policy Act of 2005 ( EPAct 2005 ). EPAct 2005 contains
numerous provisions related to power transmission that have already begun to encourage or require higher levels of grid infrastructure spending
and technology modernization. For example, the law establishes mandatory reliability standards that are subject to enforcement by the Federal
Regulatory Commission (FERC); in response, the North American Electric Reliability Council (NERC) has issued new rules and formally
submitted its application to become the nation s federally-sanctioned primary Electric Reliability Organization. EPAct 2005 also requires FERC
to revise its rules on transmission cost recovery to encourage greater levels of investment and use of new technologies, and the Commission has
already initiated this rulemaking process. The new law also extends the Production Tax Credit for renewable energy projects including wind and
solar farms, which may make use of the Company s products to connect these sources of electricity with the transmission grid. We believe that
these and other provisions in EPAct 2005 will, over the next several years, be favorable to our efforts to commercialize our products and
technologies.

Power Reliability and Power Quality

The reliability of the power transmission network and the quality of power delivered to customers are becoming increasingly important in today s
economy.

Power grid congestion caused by growing electrical demands on capacity-constrained power lines and cables, in addition to voltage instability
and low voltage in the power grid, are causing significant reliability problems for the nation s growing digital-based economy.
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Downtime due to power-related problems is becoming an increasing concern to many industries as the equipment used to manufacture products
utilizes more and more power-sensitive digital components. Protection against power quality problems, such as voltage sags lasting two seconds
or less, can provide significant economic value to large industrial users of power. Such momentary sags cause more than 90 percent of all plant
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shutdowns, which can last from hours to days and be very costly. In a July 2003 report issued by the Office of Electric Transmission and
Distribution (OETD) and entitled Grid 2030 A National Vision for Electricity s Second 100 Years, OETD cited industry sources indicating that
power outages and power quality disturbances in the U.S. result in economic losses of $25-$180 billion annually. The report also states that
these losses could significantly increase if future outages or disturbances increase in frequency or duration.

Power Reliability.  Power reliability refers to the ability to deliver power where and when it is needed. Operators of transmission and
distribution grids quantify reliability as the fraction of time the power grid is up and running, after subtracting time needed for planned
maintenance. Power grid operators are increasingly confronting reliability issues arising from the capacity limitations of transmission and
distribution lines (overhead) and cables (underground). Because lines and cables are made with either copper or aluminum wires, they heat up
due to the electrical resistance of these metals. Pushing too much power through a line or cable will heat it up to its thermal limit. At that point,
more power flow through the line or cable will cause it to fail. Thus, as demand for power increases in the digital age, it is necessary to upgrade
existing transmission and distribution corridors with more or higher capacity lines or cables.

Today, most transmission and distribution lines and cables are run at only 40 to 60 percent of their thermal limits. This is because individual

lines and cables reach their voltage stability limit well below their thermal limit. Driving more power through a power grid when some of its
lines and cables are operating above their voltage stability limit at peak demand times causes either low voltage in the power grid (a brownout )
or risk of a sudden, uncontrollable voltage collapse (a blackout ). The solution to power reliability problems lies in mitigating dynamic voltage
stability problems and in augmenting transmission and distribution grid capacity.

The traditional way to increase power grid capacity and voltage stability is to install more overhead power lines. This allows for redundancy of
power flow pathways and allows power grid operators to safely run systems closer to the thermal limits of the weakest links in the power grid.
However, as a result of declining investment in the power grids in the U.S. during the last several decades, as well as rising public resistance to
new overhead lines due to environmental, aesthetic and health concerns, which can result in permitting processes of five to 10 years or more,
few new power lines are being built.

At the local distribution level, the theoretical solution to increasing electricity delivery capacity is to increase the number of copper or aluminum
distribution lines and underground cables. However, this approach is not generally practical in large metropolitan areas for two important
reasons: (i) many existing underground conduits carrying power distribution cables are already filled to their physical capacity and cannot
accommodate any additional cables; and (ii) adding new conduits requires expanding or securing new rights of way and digging up streets to lay
new conduit pipe. These tasks are costly and impose significant disruptions.

We believe our HTS wire will enable a new class of high-capacity, environmentally benign and easy-to-install transmission and distribution
cables that address power grid capacity issues by increasing the thermal limit of existing or new rights of way. We expect that our HTS wire will
be utilized in an increasing number of new HTS power cable demonstrations over the next several years. Based on our market analyses, we
believe that the total worldwide addressable market opportunity for our HTS power cables is $3 billion annually.

We also sell integrated power electronic systems and currently have 52 integrated power electronic systems at 29 customer locations in the U.S.,
Canada, Europe and Australia that provide voltage stabilization in transmission and distribution power grids, and clean power for industrial
operations. These transmission reliability and industrial power quality systems enable power grids to operate closer to their thermal limits, which
in many cases means the existing power grid can carry more power, and increase the productivity and reduce the costs of manufacturing
operations that are sensitive to the quality of electric power.
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Our HTS dynamic synchronous condensers, or SuperVAR® machines, are AC rotating machines that generate or absorb reactive power to
support and stabilize power grid voltage. These machines are designed to increase both the reliability of power grids and the power flow through
existing transmission lines. Our first
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prototype operated successfully in a transmission grid operated by the Tennessee Valley Authority (TVA), one of the largest public utilities in
the U.S. TVA has ordered the first two commercial HTS dynamic synchronous condensers. We expect to ship the first commercial SuperVAR
synchronous condenser to them by the end of December 2006 and the second by the end of March 2007.

Power Quality. Distinct from the issue of power reliability is the problem of power quality. Power quality anomalies (most commonly voltage
sags, which are momentary drops in the voltage in power grids) are an expected part of normal power grid operations, such as re-closure
operations used to clear electrical faults in power grids.

The electrical faults may be caused by a variety of factors, including lightning strikes, animals or tree limbs that come into contact with power
lines and even what the industry refers to as car / pole interactions. To a residential customer, a momentary power sag may be manifest as
nothing more than a briefly flickering kitchen light. To a continuous process manufacturer, that same power quality problem may cause a costly
interruption in microprocessor-controlled manufacturing lines. Because momentary sags are part of the normal operation of the power grid, they
must be solved at the customer s site, which we achieve with our power electronics-based industrial power quality solutions.

We believe we are well positioned to participate in the expected increases in investment in power grid reliability solutions and in industrial
power quality solutions over the next decade and beyond. We anticipate that our participation in this growing opportunity will be through sales
of our existing power electronics-based solutions and in the future, through sales of our HTS dynamic synchronous condensers and our HTS
wires for high-capacity power cables. Future transmission applications could also include fault current limiters and transformers.

Power Electronic Converters

Driven in part by the trend toward a global digital economy, the demand for switching power into useful forms is increasing. This, in
conjunction with increasingly economical and efficient power converters, is driving the market for power conversion applications. Industry
experts estimate that more than 20 percent of all power generated in the U.S. passes through power electronic converters at power levels
exceeding 60 kilowatts (kW) and that this amount will increase with the introduction of new applications, including distributed and dispersed
generation of power.

Electrical devices are becoming more intelligent as microprocessors and embedded controllers add new functionality to power converters. Key
trends in power electronic converters designed for use in power infrastructure applications include greater modularity and standardization,
programmability and the demand for smaller units with higher power density, which is the amount of power handled per unit volume of the
converter device. We are focusing our power converter product development activities on power levels of 60 to 1,000 kW because we believe
this is the market segment in which our power conversion technology offers the greatest value to customers.

Based on our market analyses, we believe that the addressable market for our power converter product line at power levels greater than 60 kW
exceeds $700 million per year. The addressable markets include motor drives, uninterruptible power supplies and other power quality systems,
wind turbines, electric vehicles, power grid reliability solutions and distributed and dispersed generation devices, such as fuel cells and diesel
generators.

Rotating Machines: HTS Motors, Generators and Synchronous Condensers
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We have developed large-scale, HTS rotating AC synchronous machines that can be utilized as electrical motors, generators or dynamic
synchronous condensers. To date, we have demonstrated several industrial and marine propulsion motors and a prototype dynamic synchronous
condenser based on our HTS rotating AC synchronous machine technology. We plan to develop and commercialize HT'S motors, generators and
synchronous condensers.
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The market for large electric motors and generators is well developed, with strong competitors and intense price pressure. We estimate that the
annual worldwide market for industrial motors, which we define as machines with ratings of 1,000 horsepower (hp) or higher, is approximately
$1 billion and is expanding at a compound annual growth rate (CAGR) of 2 to 4 percent. We estimate that the annual worldwide market for
utility-scale electrical generators, which we define as generators with power ratings over 100 mega-volt-amperes (MVA), is approximately $1.6
billion per year; and the market for industrial generators (typically 20 to 100 MVA) is approximately $0.4 billion. We estimate that the
worldwide market for utility and industrial generators is growing at a CAGR of approximately 2 to 4 percent.

During the last 15 years, the commercial cruise ship industry has made a transition to electric propulsion systems in which electric motors are
used to directly drive the ship s propeller. An electric generator powered by a gas turbine, or other prime mover, provides the electricity to run
the motor. The first ship type to convert to a modern electric propulsion system was the cruise ship, with the conversion from steam to electric
propulsion of the Queen Elizabeth 2 in 1987. Today, virtually all commercial cruise ships are being built with electric propulsion systems.
Similarly, many other types of commercial vessels, including product tankers, Ro-Ro (Roll-on Roll-off) and Ro-Pax (Roll-on Roll-off
Passenger), liquefied natural gas carriers, cable layers, research ships and supply craft have been redesigned to incorporate the benefits electric
propulsion systems provide over the older mechanical propulsion. The benefits HT'S motors and generators provide to the marine propulsion
market translate into reduced fuel costs, better ship handling capabilities, increased cargo and passenger cabin space, and improved naval ship
operational performance.

Naval ship designs around the world are beginning to incorporate electric propulsion as well. In January 2000, the U.S. Navy declared it would
transition to electric propulsion systems. It is now pursuing electric propulsion options for its future ship classes, including destroyers and
cruisers.

We estimate that the annual market for electric motors and generators for ship propulsion systems is approximately $450 million. Industry
experts forecast that this market will grow at a CAGR of up to 20 percent over the next 10 years due to the accelerating transition to electric
drives, which is already well underway today.

HTS rotating machines, when operated as dynamic synchronous condensers in power grid substations, are capable of generating or absorbing
reactive power, which is measured in VARs (volt-amp reactive). In addition to continuous VAR support, a SuperVAR machine can help
stabilize power grids by providing a fast, reliable, low-cost response to transient and disruptive events. This is accomplished through the HTS
machine s unique ability to provide multiples of its rated capacity (overload) in response to transient events. SuperVAR machines also produce
VARSs on a continuous basis to 100 percent of their full rating (both leading and lagging) to increase grid transmission capacity.

Based on our own market analyses and those of TVA, we expect the need for VARs in support of both steady-state and transient power grid
operation to continue to rise as the demand for power increases. It is currently estimated that approximately 10,000 mega-VAR (MVAR) of
additional support are needed today in the U.S. market, which translates into an annual addressable market of approximately $200-$250 million,
which we believe will grow at a rate of 4 percent per year. The international market is expected to grow at more than double this rate. We
believe HTS dynamic synchronous condensers along with our power electronics solutions such as Dynamic VAR (D-VAR®) systems can supply
a significant fraction of this demand.

Conventional, large electric rotating machine production is labor intensive, requires a large fixed asset investment and does not lend itself to
mass production techniques. As a result, many manufacturers of large motors and generators are seeking opportunities to reduce manufacturing
and investment costs to improve profitability. We believe size and weight reductions in large electric motors, generators and SuperVAR
machines resulting from the use of HTS technology will enable significant reductions in manufacturing costs. During the last two years, we have
shifted our focus in the development of electric rotating machines to ship propulsion and dynamic synchronous condenser applications. We
believe we are well positioned to be a leader in these rapidly growing markets.
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Our Businesses

We are organized into three business units: AMSC Wires, SuperMachines and Power Electronic Systems. Although these three business units
are run independently, we leverage common customer and technology opportunities across all of the business units. Each of our business units is
engaged in the manufacture and sale of commercial or prototype products and in the development of technology and new products. Our Power
Electronic Systems business unit has been selling commercial products since 1999. Our AMSC Wires business unit sells commercial first
generation (1G) HTS wire and is developing and scaling up the manufacturing of second generation (2G) HTS wire. Our SuperMachines
business unit is developing, assembling and testing prototype motors and synchronous condensers, and is now manufacturing and selling
commercial grid reliability products known as SuperVAR dynamic synchronous condensers.

A customer set common to all of these business units is power grid operators, and thus, much of our sales and marketing efforts are directed to
this customer category. A significant part of our sales and marketing efforts is focused on the U.S.; however, we are currently marketing and
selling our products, technologies and solutions around the world. Our channels to market include direct sales and distributors such as Kiswire
Ltd. in Korea and Suzuki Shokan Co., Ltd. in Japan. In addition, we utilize Northrop Grumman Marine Systems, a division of Northrop
Grumman Electronic Systems, for the sale of certain HT'S products to the U.S. military through an agreement signed in October 2004.

To facilitate our traditional sales and marketing efforts, we have created the Advanced Grid Solutions business development team, comprised of
seasoned individuals who have worked in all aspects of power generation, transmission, government regulation and policies, cryogenic systems
and cable technology. Also participating in the business development team are five transmission planners with over 70 years of transmission
planning experience and a broad depth of knowledge of the design and operation of transmission and distribution grids. These transmission
planning experts use sophisticated software programs to perform power flow and stability analyses on power grids to help determine the best
solutions to increase reliability and capacity. The Advanced Grid Solutions business development team is currently working with electric
utilities, wind farm operators and industrial users of power to create solutions that utilize our current or planned products.

AMSC Wires Business

The AMSC Wires business unit is responsible for the design, development and manufacture of HTS wires. It sells wire to electric utilities and
original equipment manufacturers (OEMs, including AMSC s SuperMachines business unit) that incorporate HTS wire into value-added
products.

We have two wire products available for sale. Our multi-filamentary composite HTS wire, which is typically called first generation or 1G HTS
wire, can carry more than 150 times the power of copper wires of the same dimensions. The superconductor compound we utilize in our 1G HTS
wire is Bi, (Pb, ,Sr,Ca,Cu 0, , commonly referred to as BSCCO. Currently, the AMSC Wires business unit is selling 1G HTS wire primarily to
electric utilities and OEMs that incorporate the wire into prototype power cables, motors, generators and electromagnet applications for sale to

the utility, transportation, ship building and industrial processing markets. Our SuperMachines business unit is an AMSC Wires customer. We

also sell wire to customers that are in early stages of research and development. These customers use the wire in products such as power
transformers, fault current limiters and electromagnet applications in the medical, materials processing and transportation industries, as well as

other fields. While we have recently indefinitely suspended production of 1G HTS wire, we have a substantial inventory available for sale

during the period we are transitioning and scaling up the production of our second generation or 2G HTS wire.

We have successfully developed a 2G HTS wire that is expected to have comparable or better electrical and mechanical performance than 1G
HTS wire, and that we expect to manufacture at a significantly lower cost than our current 1G HTS wire when production volumes exceed
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have invested more than $60 million over a period of 11 years to develop our 2G HTS wire technology. Based on significant advances in the
development of our manufacturing processes for 2G HTS wire and the electrical performance of our 2G HTS wire, we made a business decision
to complete the transition from 1G HTS wire to manufacturing 2G HTS wire. Thus 2G HTS wire has become our main manufactured HTS wire
product, although the production level of this wire will remain limited until the end of calendar year 2007, when we expect our full
manufacturing pilot line to be complete. However, we can make no assurances that we will be able to scale up 2G HTS wire to a full pilot
manufacturing capability within this timeframe, or, if we do, that our 2G HTS wire product will be successful in the marketplace. We expect to
meet near-term market needs for HTS wire from more than 400,000 meters of 1G HTS wire in inventory.

The graphic below shows the architectures of 1G and 2G HTS wire. Both wires have the same external form and dimensions, and 2G is expected
to have similar or better electrical and mechanical performance; so 2G HTS wire can easily replace 1G HTS wire in applications that have
already adopted 1G HTS wire. However, the two generations of HTS wire differ in the superconductor materials of which they are comprised,
their internal architecture, how they are manufactured, and, in some instances, their end-use applications.

AMSC Wire Production Techniques. We produced our commercial 1G HTS wire with deformation processing, which is analogous to the
techniques used in the existing metal wire industry. In this approach, a silver alloy tube is packed with an oxide precursor powder and sealed.
The tube is then deformed into a wire shape by a variety of deformation processing techniques such as wire-drawing and rolling. Finally, the
wire is heat-treated to transform the precursor powder inside the wire into a high temperature superconductor. The resulting composite structure
consists of many fine superconductor filaments embedded in a silver matrix. The filaments of HTS material, which are typically one-sixth the
thickness of a human hair, extend through the entire length of the wire.

In December 2002, we produced our first saleable 1G HTS wire from our state-of-the-art 355,000-square-foot HTS wire manufacturing facility
located in Devens, Massachusetts. Over the last several fiscal years, we have shipped approximately 1 million meters of 1G HTS wire from this
facility. However, because of the progress we have made in scaling up manufacturing of 2G HTS wire, and because of the ultimate cost and
performance advantages of 2G HTS wire, we decided to suspend 1G HTS wire manufacturing and focus our resources on the 2G HTS wire
development and manufacturing scale-up.

We believe that approximately 25% of the equipment that we have utilized in our 1G HTS wire manufacturing process will be applicable to our
2G HTS wire manufacturing process. We recorded an impairment charge in March 2006 relating to the remaining 1G HTS manufacturing
equipment.

We believe that our 1G HTS wire manufacturing facility has provided us with a competitive advantage as the market for HTS wire continues to
grow and as the industry transitions from 1G to 2G HTS wire. Customers
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from 20 countries around the world are currently utilizing our 1G HTS wire in applications such as power cables, motors, generators and

superconductor-based, magnetically levitated ( maglev ) trains. Working with these customers for our 1G HTS wire has provided us with valuable

insights regarding the specifications for HTS wire required in many different applications, and has allowed us to develop strong customer
relationships. We are employing these insights in the design, development and manufacturing of our proprietary 2G HTS wire, which we believe
will benefit us relative to companies that are developing 2G HTS wire products but do not have a 1G HTS wire product.

The price-performance ratio for HTS wire is obtained by dividing the selling price-per-meter ($/m) by the amount of electrical current measured
in kilo-Amperes (kA) the wire can carry. The current selling price of 1G HTS wire varies according to customer specifications. For many
customers, the price is typically $18 per meter. The corresponding price-performance ratio is $120/kAm using 150 Amperes (0.150 kA) as the
average electrical performance of our 1G HTS wire available in our inventory. We believe the price-performance ratio of HTS wire needs to be
in the range of $25/kAm to $80/kAm to be commercially viable and that the size of the market addressed by HTS wire will continue to increase
significantly as the price-performance ratio approaches $25/kAm.

Our continuing emphasis on decreasing the cost of manufacturing HTS wire is now focused on 2G HTS wire because we believe the 2G HTS
wire manufacturing processes we have chosen to utilize will yield reductions in manufacturing costs that will lead ultimately to an improvement
in the price-performance ratio of 2G HTS wire by a factor of two to five times relative to 1G HTS wire.

The manufacturing process for 2G wire is significantly different from the process used to make 1G HTS wire. 2G HTS wire is produced by
coating multiple layers of materials on a metallic base, or substrate, as shown in the following figure. Each layer or coating utilized in the 2G
HTS wire architecture must be produced with great precision in order to achieve the highest electrical performance in the YBCO superconductor
layer within the wire.

10
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The amount of electrical current that can be carried by a superconductor wire typically decreases as the temperature of the wire in an application
increases. The superconducting current drops to zero when the temperature is raised above the critical temperature, T . The superconducting
current also decreases as the magnetic field to which the wire is exposed in an application increases becoming zero at a critical magnetic field.

HTS wires utilized in applications such as power transmission cables are exposed to relatively low magnetic fields. We believe the short lengths
of 2G HTS wire we have developed already have the electrical performance levels required for use in power transmission cables. We believe our
main challenge for this application is scaling up our 2G HTS wire manufacturing process to produce wires as long as 1,000 meters on a
commercial scale at commercially attractive costs.

HTS wires utilized in the form of electromagnetic coils, in applications such as electric motors or generators, maglev train systems and magnetic
resonance imaging medical systems, are exposed to substantial magnetic fields created by the passage of current through the wire. In such
applications, methods for enhancing the electrical performance of the HTS wires in the presence of strong magnetic fields need to be developed.

This can be achieved by pinning, or immobilizing the magnetic vortices, or magnetic flux lines, within the superconductor wires as shown in the
following graphic.

We believe we have developed a practical, low cost methodology for increasing the electric current in our 2G HTS wires in high magnetic fields.
Our approach involves the careful introduction of a variety of defects into the superconductor, including a dispersion of tiny foreign particles or
nanodots. Each type of defect has a different effect on the wire s electrical performance, with the result being improved current carrying abilities

under a range of temperature and magnetic field conditions. An yttrium oxide (Y2 O3 ) nanodot approximately 100 atoms across is shown in the
following figure.

11
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By careful selection of the manufacturing technique for the production of each of the layers in a 2G HTS wire, it is possible to produce a 2G
HTS wire that has very high electrical performance while minimizing the costs associated with the production of each layer. We have over a
period of 11 years investigated many different techniques for manufacturing each of the layers in a 2G HTS wire. We have discovered and
demonstrated a combination of manufacturing steps that yields 2G HTS wire with very high electrical performance. The manufacturing steps
that we currently utilize to manufacture 2G HTS wire are illustrated in the following figure.

Ten individual steps are utilized in our reel-to-reel manufacturing process for 2G HTS wire

We believe the manufacturing steps that we currently utilize in the manufacture of 2G HTS wire will produce 2G HTS wire at substantially
lower costs than the manufacturing techniques being pursued by competitors that are developing 2G HTS wire. We believe the performance and
manufacturing costs inherent in our 2G HTS wire manufacturing process will give us a competitive edge in the commercial market for HT'S
wires. We have also developed a strong portfolio of patents related to our 2G HTS wire fabrication methodology, with more than 85 worldwide
patents and patent applications pending, and licenses to more than 50 worldwide patents and patent applications owned by others, as of

March 31, 2006. However, we can make no assurances that we will be successful in fully scaling up our proprietary 2G HTS wire manufacturing
process.

In August 2005, we completed the conversion of our 2G HTS wire development operation into a pre-pilot production line for 2G HTS wire. The
pre-pilot line comprises both upgraded development equipment and production equipment. As of May 2006, most of the upgraded development
and production equipment has been transferred from our Westborough facility to our Devens manufacturing facility.

In May 2006, we announced that we had completed the transition of manufacturing operations to 2G HTS wire. As a result, all 1G wire
production was indefinitely suspended with near-term market needs for HTS wire to be met from more than 400,000 meters of 1G HTS wire in
inventory. We now are in the process of converting our 2G HTS wire pre-pilot production line into a pilot production line at our Devens
manufacturing facility.

The pre-pilot line has the capability to produce 4-centimeter-wide strips of 2G material as shown below. The migration to 4-centimeter (cm)
technology is important because it represents an opportunity for a significant reduction in manufacturing costs. In our 2G HTS wire
manufacturing process, we slit the 4-centimeter-wide strips to the industry standard 0.4-centimeter-wide wires, which produces multiple wires
from one production run, thereby reducing overall manufacturing costs for a given quantity of wire produced.

12
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Such a slit strip is shown in the figure below.

Finally we laminate the 0.4 centimeter-wide wires typically with very thin strips of either copper or stainless steel on either side. This additional
material is called a stabilizer since it improves electrical, thermal and mechanical stability of the wire. This yields an architecture which we call
344 superconductor.

We are now manufacturing 2G HTS wire and by March 31, 2006, we had shipped 2,700 meters to 19 customers in 8 countries. We plan to
manufacture and ship to customers an additional 10,000 meters of 2G HTS wire from our pre-pilot line by March 31, 2007. The demand for our
limited supply of 2G HTS wire is very strong.

Given this strong demand, we have started to convert the pre-pilot line into a full pilot manufacturing operation. This pilot line will consist
entirely of production equipment. Most of the equipment has already been ordered. Because our proprietary 2G HTS wire manufacturing
technique is modular, we expect to be able to expand the pilot line to full commercial production, at a rate dictated by market demand, by
commissioning additional production modules. The full pilot line and the commercial manufacturing operation will be located in our Devens
facility.

The equipment cost for the pilot line, which we expect will have a gross production capacity of approximately 720,000 meters per year in
December 2007, is expected to be $12 million to $14 million. The additional capital equipment needed for full commercial production is
expected to cost approximately $25 million to $30 million, and should result in a commercial manufacturing operation with a gross capacity of
approximately 8 million meters of wire per year. Our current plan is to have a commercial manufacturing operation that can produce over

2 million meter per year in place by approximately December 2009. We believe we can accelerate this timeline if the market demand for our 2G
HTS wire accelerates.

Key Markets for HTS Wires (Power Cables). We believe that an important application for our HTS wire is high-capacity AC and DC power
cables. Because of the high power capacity of HTS wire, HTS power cables have the potential to carry up to 10 times more power, depending on
the design and operating characteristics of
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the cable, than copper-wire cables of the same dimensions. The performance levels and mechanical properties of our HTS wire are sufficient
today to meet the technical requirements for cables that can alleviate congestion in power transmission systems.

Key components of a co-axial, cold dielectric superconductor power cable.

There are several designs for HTS power cables that are being developed and tested by a number of cable manufacturers around the world. In all
cases, the cryogenic coolant for the HTS wires in these cables is liquid nitrogen. Nitrogen, which comprises approximately 79 percent of the air
we breathe, is an environmentally friendly, nonflammable material. When cooled by standard industrial refrigeration techniques, nitrogen gas
turns into a relatively inexpensive liquid, which is used in many applications, ranging from steel making to crushing of spices to cryogenic
freezing of biological materials on farms.

HTS power cables must be thermally insulated from their surroundings to minimize the refrigeration expense associated with keeping the
nitrogen in its liquid state, which, in turn, keeps the temperature of the HTS wire in the cable below its critical temperature. The cryogenic
insulation, typically called a cryostat, is made in a variety of forms depending on the cable architecture. Cryostats of the type needed for HTS
power cables have been manufactured for decades by companies such as Nexans and Vacuum Barrier. The kind of cryogenic refrigeration
equipment needed for HTS power cables is typically made by companies such as Air Liquide, The BOC Group, Air Products and Chemicals,
and Praxair. Further developments to improve the costs of both cryogenic refrigeration and cryostats are necessary to catalyze broad market
adoption of HTS cables.

HTS cables can provide a variety of advantages over conventional copper cables. Most important are the increased power density and very low
impedance (VLI) characteristics of several HTS cable designs. These product features provide end user benefits in the following areas:

Infrastructure Siting and Permitting. Due largely to environmental and property value concerns, acquiring permits for overhead transmission
lines has become an increasingly difficult process that can take over a decade to conclude without a guarantee of success. Conventional
underground transmission cables that utilize copper or aluminum wires can be applied in some applications, but technical and environmental
considerations limit widespread use. Co-axial HTS underground cables alleviate these concerns. With such HTS cables, fewer cables are needed
to transmit the same amount of power, they have very low impedance, soil heating concerns are eliminated, and no stray electromagnetic fields
(EMF) are produced.

Relieving Network Congestion. Co-axial HTS cables have VLI characteristics. Since electricity flows along the path of least impedance, these
HTS cables can be used to change the flow dynamics of a transmission network. When properly placed into the transmission grid, HTS cables
can be used to draw power flow away from overtaxed conventional cables or overhead lines and expand the overall system capacity with
minimal new infrastructure or disruption.

14
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Controlling Power Flow. VLI HTS cables have another significant benefit. Because they have very low impedance, AC power flow through
them can be controlled with conventional series reactors or phase shifters. The lack of continuous power flow control in the AC grid of today has
emerged as an obstacle to efforts to restructure and deregulate the electric power industry, and experts now recognize that improved power flow
control is necessary to enable these reforms to succeed. Historically, power flow has been controlled by converting AC power to DC power. This
requires the use of inverters and rectifiers that are much more expensive than series reactors and phase shifters. Even if DC power is chosen,
HTS cables may be the best choice. DC HTS circuits double the ampacity of similar sized AC HTS circuits and can provide up to 10 times the
amperage of similar-sized conventional DC cables. In larger DC power applications the economics of HTS cables are superior to conventional
DC cables.

Reduced Construction Costs. For many years, urban retrofit projects have been recognized as an ideal application for HTS cables. In many
urban areas, the demand for power has outgrown the existing infrastructure. Solving this problem with conventional technology incurs the major
disruption and large expense associated with digging up streets to install new conduit systems. Because HTS cables transmit significantly more
power than conventional cables and are of the same approximate dimensions, in many cases it is possible to replace existing cables in existing
conduits with HTS cables. This can more than triple the available power without trenching or performing other disruptive and costly
construction activities. Even when trenching is needed to install cables in new transmission corridors, the disruption and expense is much less
since fewer HTS cables are needed and multiple HTS cables can be put in one trench without creating heating problems.

Voltage Reduction. The high amperage characteristics of HTS cables allow significant reductions in voltage without a reduction in total power
transferred. This can result in significant savings in support infrastructure such as substations, terminations, splices, etc. In addition, the ability to
transmit large amounts of power at lower voltages can often eliminate the need for locating substations in sensitive or expensive sites. Also, the
permitting cycle for lower voltage additions to the transmission system have greater predictability, quicker approvals and a much greater chance
of being approved.

Lower Power Losses. HTS wire transmits DC power with zero resistive losses. This feature makes DC HTS circuits nearly perfect conductors.
On a net loss basis (including energy consumed for refrigeration) DC HTS circuits and most AC HTS circuits consume less energy than
conventional circuits.

More Secure Power Networks. The security of power networks is becoming a growing concern, and power grid operators have a need for new
technology solutions that will enable their networks to become self-protecting. Self-protecting networks adjust rapidly and automatically to
disruptions in power network equipment caused by weather damage, willful destruction or other reasons. We believe that VLI superconductor
cables, because of their capacity, controllability and impedance characteristics, can play a significant role in conjunction with other technologies
in creating more secure power networks.

In order for electric utilities and power grid operators to adopt HTS cables, they must first observe the successful testing and operation of HTS
cables in high voltage test facilities and in actual power grid installations. The first phase of HTS cable demonstrations began in 1996 and ended
in the first half of 2003. The demonstration projects involved in the first phase were highly successful; only the Detroit Edison HTS cable
project, which was run by Pirelli Energia e Sistemi (Pirelli), fell short of its goal when leaks developed in the cable s thermal insulation system
(the cable cryostat). The list of projects in the first phase includes:

Pirelli: 50m, 115kV, 2000 A, Pirelli test facility (1996-1999);

Pirelli: 120m, 24 kV, 2400 A, Detroit substation (2000-2002);
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Sumitomo: 30m, 66 kV, 1000 A, TEPCO test facility (1996-1999);

Sumitomo: 100m, 66 kV, 1000 A, TEPCO test facility (2000-2002);

Southwire: 30m, 12.5 kV, 2600 A, Southwire manufacturing plant (1998-Present);
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nkt cables: 30m, 30 kV, 2000A, Copenhagen substation (1999-2003); and

Condumex: Sm, 2000 A, Condumex test facility (2001-2002).

The second phase of HTS cable demonstrations includes eight to ten new cable projects that are currently underway. These demonstrations are
occurring in the U.S., Europe, China, Korea, Japan and Mexico. In April 2005, Changtong Cable Company successfully demonstrated a
distribution voltage HTS cable in China. This cable, which is one of two HTS cable demonstrations underway in China, utilizes our 1G HTS
wire. In April 2005, we were selected as the HTS wire supplier for a distribution voltage cable that will be manufactured by Ultera for a
demonstration in an American Electric Power substation in Columbus, Ohio in 2006. In June 2005, we were selected by Condumex Cable
Company to be the HTS wire supplier for a distribution voltage cable they will manufacture and install in an electrical substation in Mexico
City, Mexico, in 2006.

In April 2003, we were selected by the DOE as prime contractor to install a half-mile long, 600 megawatt (MW), 138 kilo-Volt (kV) HTS cable
system in the power grid of Long Island Power Authority (LIPA). We selected Nexans as our subcontractor to manufacture the HTS cable, the
cable cryostat and the cable terminations, and we selected Air Liquide to provide the cryogenic system design and the refrigeration equipment.
We have produced approximately 160,000 meters of HTS wire for this project and delivered all of the wire to Nexans during the fiscal year
ended March 31, 2006. We expect the cable system to be installed by the end of calendar year 2006 and energized by March 31, 2007.

The DOE provides project financing and technical review for the LIPA cable project. The cable system is being designed to become a permanent
part of the LIPA power grid. We view this project as a major step toward commercial HTS cable sales. We are currently discussing commercial
power cable applications with several potential end users in the U.S. and abroad. There can be, however, no assurance that operators of
transmission and distribution grids will adopt HTS power cables after the demonstration projects are complete. To the extent that HTS cables are
adopted for commercial applications, we believe our HTS wire will be competitive and that we will have a significant market for our HTS wires
in power cable applications.

Key Markets for HTS Wire (Utility Generators). We believe another significant market for our HT'S wire will be utility generators that produce
100 MV A or more of power. Benefits of using HTS wires in these generators include improved VAR control, longevity (HTS generator coils
run cold, so there are no thermal stresses), smaller size, weight and footprint, improved energy efficiency, and potentially lower costs. GE
Energy, a business of the General Electric Company, has canceled its program to develop a 100 MV A HTS electrical generator, citing the need
for a more cost effective wire. We believe that the availability of 2G HTS wire will rekindle interest in this area among the four primary
manufacturers of utility generators Alstom Power, GE Energy, Mitsubishi Electric and Siemens-Westinghouse. However, we can make no
assurances that these generator manufacturers will develop commercial HTS generators and, to the extent they are successful, that they will
choose our HTS wire.

Key Markets for HTS Wire (Rotating Machines). Our SuperMachines business unit produces rotating HTS machines and is a customer for wire
produced by our AMSC Wires business unit. AMSC Wires also sells its HTS wire to other manufacturers of rotating machines. The
SuperMachines business is focused on electric motors and generators for marine propulsion and on synchronous condensers for power grid
reliability. A review of this business unit s products and markets is provided later.

We believe the market for HTS wire for electric motors and generators will be large, and we believe we are in a position to capture a significant
share of this market; however, we cannot provide assurance that a market for HTS electric motors, generators and synchronous condensers will
develop or, to the extent that it does, that our HTS wire will be purchased by the manufacturers of these machines.
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We have sold HTS wire for transportation, military, medical, magnetic separation and other applications. Many of these applications, such as
transformers and fault current limiters, are in the early development stage. We believe that 2G HTS wire will facilitate applications such as
transformers and fault current limiters because it has favorable physical properties for these applications. In February 2005, we signed a strategic
business alliance agreement with Siemens to develop our 2G HTS wire for fault current limiters. Siemens and AMSC now have successfully
demonstrated fast and uniform switching of AMSC s 2G HTS wire to a resistive state in response to surges of current, confirming the
functionality of the wire for use in the production of economically viable fault current limiters. AMSC and Siemens renewed their strategic
alliance for a second year in February 2006 and have targeted the demonstration of a small-scale 2G HTS fault current limiter device by the end
of the second year of the alliance. We are now investigating opportunities with Siemens to demonstrate a full three-phase prototype in the power
grid.

During the fiscal year ended March 31, 2004, we sold our 1G HTS wire to Central Japan Railway for use in a prototype electromagnet to be used
in a maglev train system. Central Japan Railway reported in May 2004 that the wire met their needs for electrical performance and robustness
and was likely to lead to lower costs for maglev train systems. In November 2005, Central Japan Railway Company successfully ran its
magnetically levitated train system for the first time utilizing HTS electromagnetic coils powered by our HTS wire. The maglev train attained
speeds as high as 500 kilometers per hour (approximately 311 miles per hour).

Some of these other applications have the potential to become important markets for our HTS wire, and we will continue to market our HTS
wire to the developers of these and other new products. We cannot make any assurances, however, that these markets will develop, that they will
become significant markets or that our HTS wire will be purchased for use in these markets.

Sales and Marketing for HTS Wire. We plan to sell wire to a broad OEM market, and we are aiming for a high market share, which we plan to
protect by being the market leader in performance, cost, service and intellectual property. We are focusing our business and market development
efforts on key OEMs that we believe are the market leaders. By establishing strong relationships with these market leaders, we can foster more
rapid market development and have a significant impact on industry standards. Most of our key OEMs are serviced by our direct sales force.
However, in some areas we have found it advantageous to form sales alliances to establish ourselves in the market. For example, in the fall of
2001, we signed a multi-year distribution agreement with Kiswire Ltd., a leading Korean wire manufacturer, to distribute HTS