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Summary of Consolidated Financial Data

in thousands, except per share

FISCAL YEAR 2011 2010 2009 2008 2007
Operations

Revenues $ 2,434,124 $ 2,259,271 $ 1,687,447 $ 1,909,613 $ 1,464,048
Operating income (loss) $ (459,183) $ 184,197 $ 45,027 $ 109,822 $ 46,473
Net income (loss) $ (510,157) $ 104,770 $ (2,249) $ 19,811 $ (22,851)
Diluted earnings (loss) per share $ (12.56) $ 2.56 $ (0.06) $ 0.57 $ (0.77)
Non-GAAP operating income $ 257,140 $ 253,248 $ 143,600 $ 230,186 $ 182,471

Non-GAAP net income $ 175,951 159,453 $ 82,469 $ 117,579 $ 87,312
Non-GAAP diluted earnings per share $ 4.29 $ 3.89 $ 2.12 $ 3.36 $ 2.81

Balance Sheet

Total assets $ 2,064,282 $ 2,745,797 $ 2,854,621 $ 2,856,348 $ 3,030,457
Total debt $ 452,502 $ 610,941 $ 781,764 $ 1,151,767 $ 1,538,799
Total shareholders’ equity $ 906,925 $ 1,428,295 $ 1,400,514 $ 1,058,776 $ 790,435

Non-GAAP results exclude the expenses related to amortization of intangible assets, restructurings, goodwill impairment, amortization of debt place-
ment fees, amortization of convertible debt discount, the non-cash net loss associated with debt extinguishment, and acquisition related charges.

On a pre-tax basis, the amounts totaled $727,094 in 2011, $84,435 in 2010, $126,243 in 2009, $142,480 in 2008 and $160,230 in 2007. Management
believes that non-GAAP results provide useful information related to the ongoing operations of our business and enhance the overall understanding of

our current and future performance. A schedule reconciling GAAP to non-GAAP results is available on our website at www.itron.com.



Thousands of utilities rely on Itron for industry-
leading solutions that make them more
efficient and effective in a rapidly changing
world. As we |look to the prospects ahead

for our customers and for our company, we
see tremendous opportunity on the horizon.
We possess the core strengths needed to
help our customers successfully manage

the world’s energy and water resources. Our
experience, insight and innovation help us
focus on today and will lead us into the future.
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Global water demand is on the rise, putting pressure on already-stressed distribution systems
and underscoring the importance of measurement and conservation. In addition to rising
demand, regulatory mandates, environmental constraints, aging infrastructure and lost water
due to leaks and inefficient use all pose challenges for utilities around the world—and cost
billions of dollars a year.

Itron innovation addresses these challenges for utilities around the world. In 2011, we
introduced ultrasonic metering technology for precise and accurate measurement.

We developed enhanced communications modules that collect more detailed data to help
utilities understand consumption, detect leaks, develop conservation programs and ensure
that their meters are properly sized for how they are being used. Our technology helps
utilities measure and manage water resources around the globe.

~$14B " No.1

h , . Less than Supp“er
v . 1% of all
Annual loss due to leaks and e .on Itron is the leading supplier
unmetered accounts around Earth is fresh, : worldwide of water meters and
the world ($US)* : drinkable water." : communication modules.*

*Source: Energy and Water Department of the World Bank
TSource: U.S. Geological Survey, January 2012
*Source: IMS Research, The World Market for Water Meters, October 2011 Edition
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Dear Shareholders

Since Itron’s last annual report to you, much has
changed in the global economy and in our industry.
Closer to home, there was a leadership change at
the top of our company.

In August of 2011, | returned to Itron as president
and CEO following the retirement of Malcolm Unsworth.
It is a rare benefit to know the company so well, yet
have the perspective that a little time and distance
afford. As | have met with customers, employees and
investors, many have asked what surprised me most
upon my return. My answer is always the same: I've
been surprised by the gap between the perception
of Itron and the reality. If our story is overlooked or
undervalued, it’s up to us to fix that. This letter is part
of the conversation we have begun on what | call
Itron’s “goodness” —our industry-leading strengths.

Our financial performance is one of these
strengths. In 2011, we reported record revenues of
$2.4 billion, which grew 8 percent year-over-year. We
also had record free cash flow of $192 million, adjusted
EBITDA of $313 million, and non-GAAP net earnings
per diluted share of $4.29, which grew 10 percent.
Despite North America’s slow economy and low level
of housing starts, sales of our OpenWay® smart meter
were still in excess of $560 million. We more than
offset the slowdown in North America with our growing
sales throughout the rest of the world—across our
base electric, gas and water meter business. Revenues
in our EMEA region were up 13 percent, and revenues
from our markets excluding North America and Europe
were up 24 percent in 2011. We had especially strong
growth in Indonesia and South Africa. In 2011, for the
first time ever, shipments out of our Indonesia facility
exceeded $100 million. In an industry that looks to
vendors with financial staying power, our fiscal strength
sets us apart.

As Itron’s business continues to grow outside North
America, our global presence and local relation-
ships are another unique strength for our company
and our customers. We are working hard to be in the
right places at the right time with the right solutions
for electric, gas and water utilities around the world

as they move to higher automation. We’re encouraged
by opportunities in Europe, Asia-Pacific, and Latin
and South America, where smart metering/smart grid
deployments are in early stages, and where pilots are
expected to increase in number during 2013 and 2014.
Even though Europe’s economy is struggling and
timelines shift, its utilities are in good financial shape
and funding for these projects appears to be available.
The potential is large and Itron is positioned to deliver
solutions that demonstrate the depth of our local
commitment and understanding.

Our financial standing,
global presence, local
relationships and the
industry’s broadest
portfolio of end-to-end
technology solutions
uniquely position us
to capitalize on the
global opportunities
that lie ahead.



There is synergy in ltron’s strengths. Our financial
standing, global presence, local relationships and the
industry’s broadest portfolio of end-to-end technology
solutions uniquely position us to capitalize on the
global opportunities that lie ahead. In short, our
strengths allow us to anticipate and meet customer
demands in a fast-changing world, which will be a
driver for sustainable, long-term growth.

We continue to incorporate new efficiencies and

competitive advantages that build on our strengths.

In 2011, we initiated a project to rationalize our global
footprint of factories and office locations. We have
announced the closure and/or reduction in size of
approximately one-third of our worldwide facilities.
Our objectives are simple: better efficiency and
effectiveness everywhere, and fewer factories with
more volume and higher levels of automation. In total,
we anticipate annualized operational savings of

$30 million to be fully realized in 2014.

In 2011, we also completed the reorganization of
Itron from North America and International to global
Energy (electricity and gas) and Water. This transfor-
mation includes moving to global organizations in
finance, IT and HR with new systems that will make
them more efficient and effective. In both Energy
and Water, we have increased our focus on centers
of excellence promoting technology platforms that
can be used in various products around the world,
leveraging our development efforts. As part of this
effort, we are strengthening our teams in Latin America
and Asia-Pacific as we look to continue growth in these
geographies. The world is changing, and Itron is well
oriented to meet its challenges and opportunities.

Finally, we are strengthening the transparency
and clarity of our communications. To our investors,
we’ll deliver straightforward talk and answers to your
questions. In communicating with our customers
and markets, we are reclaiming center stage and will
tell our story more aggressively. Itron is a leader in
our industry; we should act like it.

Entering 2012, we see an interesting year ahead.
As we successfully implement current OpenWay
projects, North American revenues will slow in 2012,
and we do not expect a return to the volumes of 2010
and 2011 in North America for at least several years.
We will increasingly turn our attention to the rest of the
world, where we expect growth to outpace that of
North America in 2012 and beyond. The net effect of
a slower U.S. market, robust growth in Asia-Pacific,
and modest growth in Europe and Latin America
means that we expect 2012 revenues will be down

in comparison to 2011. We will ensure that we are well
positioned for 2013 as global opportunities begin to
increase in smart metering, the smart grid and other
technology advances—across electric, gas and water.

In returning to Itron, | find many reasons to be
pleased about our prospects. We have great people
in all corners of the globe who are working hard every
day to care for our customers. We have exciting
opportunities everywhere we look—with products,
customer relations and market presence that are
well positioned for growth.

We thank our customers for the relationships
we build together and the trust they place in Itron
every day.

And as always, we thank you for your continued
support.

LeRoy Nosbaum
President and
Chief Executive Officer
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ITEM 1A: RISK FACTORS
We are dependent on the utility industry, which has experienced volatility in capital spending.

Wederive the mgjority of our revenues from sales of products and servicesto utilities. Purchases of our products may be deferred
asaresult of many factors, including economic downturns, slowdownsin new residential and commercial construction, customers’
access to capital upon acceptable terms, the timing and availability of government subsidies or other incentives, utility specific
financial circumstances, mergersand acquisitions, regulatory decisions, weather conditions, and fluctuating interest rates. Wehave
experienced, and may in the future experience, variability in operating results on an annual and a quarterly basis as a result of
these factors.

Utility industry sales cycles can be lengthy and unpredictable.

The utility industry is subject to substantial government regulation. Regulations have often influenced the frequency of meter
replacements. Sales cyclesfor standalone meter products have typically been based on annual or bi-annual bid-based agreements.
Utilities place purchase orders against these agreements as their inventories decline, which can create fluctuations in our sales
volumes.

Sales cycles for advanced and smart metering systems are generally long and unpredictable due to several factors, including
budgeting, purchasing, and regulatory approval processes that can take several yearsto complete. Our utility customerstypicaly
issue requests for quotes and proposals, establish evaluation processes, review different technical options with vendors, analyze
performance and cost/benefit justifications, and perform aregulatory review, in addition to applying the normal budget approval
process. Today, governments around theworld areimplementing new |aws and regul ationsto promoteincreased energy efficiency,
slow or reverse growth in the consumption of scarce resources, reduce carbon dioxide emissions, and protect the environment.
Many of the legidative and regulatory initiatives encourage utilities to develop a smart grid infrastructure, and some of these
initiativesprovidefor government subsidies, grants, or other incentivesto utilitiesand other participantsintheir industry to promote
transition to smart grid technologies.

Section 1252 of the U.S. Energy Policy Act of 2005 requires electric utilitiesto consider offering their customerstime-based rates.
TheActasodirectsthese utilitiesand state utility commissionsto study and eval uate methods for implementing demand response,
to shift consumption away from peak hours, and to improve power generation.

TheEuropean Union hasissued the EU Energy Package, whichincludesdirectivesand regul ationsintended to strengthen consumer
rights and protection in the EU energy market. The EU’s 20-20-20 goals include a 20% increase in energy efficiency, a 20%
reduction of carbon dioxide emissions compared with 1990 levels, and producing 20% of its energy from renewable sources by
2020. The package requires EU Member States to ensure the implementation of smart metering systems and outlines deployment
by 2022, with 80% of electric consumers equipped with smart metering systems by 2020.

While we believe these initiatives will provide opportunities for sales of our products, the pace at which these markets will grow
is unknown due to the timing of legislation, regulatory approvals related to the deployment of new technology, capital budgets of
utilities, and purchasing decisions by our customers. If government regul ations regarding the smart grid and smart metering are
delayed, revised to permit lower or different investment levelsin metering infrastructure, or terminated altogether, this could have
amaterial adverse effect on our results of operation, cash flow, and financial condition.

A significant portion of our revenue is generated with a limited number of customers.

Historically, our revenues have been concentrated with a limited number of customers, which oz QiEmpoNG 28133/ 126:1 ¢ (s ) T
represented more than 10% of total revenues for the year ended December 31, 2011. We are often a party to large, multi-year

contracts that are subject to cancellation or rescheduling by our customers due to many factors, such as extreme, unexpected

weather conditions that cause our customers to redeploy resources, convenience, regulatory issues, or possible acts of terrorism.
Cancellation or postponement of



and conditions associated with our previous contracts.
Our quarterly results may fluctuate substantially due to several additional factors.

We have experienced variability in quarterly results, including losses, and believe our quarterly results will continue to fluctuate
as aresult of many factors, including those risks and events included throughout this section. Additional factors that may cause
the price of our common stock to decline include:

e ahigher proportion of products sold with fewer featuresand functionality, resulting in lower revenues and gross margins,

e ashift in sales channel mix, which could impact the revenue received and commissions paid;

e achange in accounting standards or practices that may impact us to a greater degree than other companies due to our
product mix, which would impact revenue recognition, or our borrowing structure;

e achangein existing taxation rules or practices due to our specific operating structure that may not be comparableto other
companies; and

e ashortfal in sales without a proportional decrease in expenses.

We may face product-failure exposure.

Our products are complex and may contain defects or experience failures due to any number of issues in design, materials,
deployment and/or use. If any of our products contain adefect, compatibility or interoperability issue or other error, we may have
to devote significant time and resources to find and correct the issue. We provide product warranties for varying lengths of time
and establish allowances in anticipation of warranty expenses. In addition, we record contingent liabilities for additional product-
failurerelated costs. Thesewarranty and rel ated product-failureallowancesmay beinadequate dueto product defects, unanticipated
component failures, as well as higher than anticipated material, labor, and other costs we may incur to replace projected product
failures. A product recall or asignificant number of product returns could be expensive; damage our reputation and rel ationships
with utilities, meter and communication vendors, and other third-party vendors; result in the loss of business to competitors; or
resultinlitigationagainst us. Wemay incur additional warranty and rel ated expensesin the futurewith respect to new or established
products, which could materially and adversely affect our operations and financial position.

Our customer contracts may contain provisions that could cause us to incur penalties, be liable for damages, and/or incur
unanticipated expenses with respect to the functionality, deployment, operation, and availability of our products and services.

In addition to therisk of unanticipated warranty or recall expenses, our customer contracts may contain provisionsthat could cause
us to incur penalties, be liable for damages, including liquidated damages, or incur other expenses, if we experience difficulties
with respect to the functionality, deployment, operation, and availability of our productsand services. Inthe event of latedeliveries,
late or improper installations or operations, failure to meet product or performance specifications or other product defects, or
interruptions or delays in our managed service offerings, our customer contracts may expose usto penalties, liquidated damages,
and other liabilities. In the event we were to incur contractual penalties, such as liquidated damages or other related costs that
exceed our expectations, our business, financial condition, and operating results could be materially and adversely affected.

We depend on our ability to develop new competitive products.

Our future success will depend, in part, on our ability to continue to design and manufacture new competitive products and to
enhance and sustain our existing products, keep pace with technological advances and changing customer requirements, gain
international market acceptance, and manage other factorsin the marketsin which we sell our products. Product devel opment will
require continued investment in order to maintain our market position. We may not have the necessary capital, or accessto capital
at acceptableterms, to maketheseinvestments. Wehavemade, and expect to continueto make, substantial investmentsintechnol ogy
development. However, we may experience unforeseen problems in the development or performance of our technologies or
products. In addition, we may not meet our product devel opment schedul es. New products often require certifications or regulatory
approvals before the products can be used and we cannot be certain that our new products will be approved in atimely manner.
Finally, we may not achieve market acceptance of our new products and services.

We are affected by the availability and regulation of radio spectrum and interference with the radio spectrum that we use.

A significant number of our products use radio spectrum, which are subject to regulation by the Federal Communications
Commission (FCC) inthe United States. The FCC may adopt changesto the rulesfor our licensed and unlicensed frequency bands
that are incompatible with our business. In the past, the FCC has adopted changes to the regquirements for equipment using radio
spectrum, and it is possible that the FCC or the U.S. Congress will adopt additional changes.



Althoughradiolicensesaregenerally required for radio stations, Part 15 of the FCC' srules permits certain low-power radio devices
(Part 15 devices) to operate on an unlicensed basis. Part 15 devices are designed for use on frequencies used by others. These
other users may include licensed users, which have priority over Part 15 users. Part 15 devices cannot cause harmful interference
to licensed users and must be designed to accept interference from licensed radio devices. In the United States, our advanced and
smart metering systems are typically Part 15 devices that transmit information to (and receive information from, if applicable)
handheld, mobile, or fixed network systems pursuant to these rules.

TheFCChasinitiated arulemaking proceedinginwhichit isconsidering adopting “ spectrum etiquette” requirementsfor unlicensed
Part 15 devicesoperating in the 902-928 M Hz band, which many of our advanced and smart metering systems utilize. The outcome
of the proceeding may require us to make material changes to our equipment.

The FCC has also adopted service rules governing the use of the 1427-1432 MHz band. We use this band with various devicesin
our network solutions. Among other things, the rules reserve parts of the band for general telemetry, including utility telemetry,
and provide that nonexclusive licenses will be issued in accordance with Part 90 rules and the recommendations of frequency
coordinators. Telemetry licensees must comply with power limits and out-of-band emission requirements that are designed to
avoid interference with other users of the band. The FCC issues licenses on anonexclusive basisand it is possible that the demand
for spectrum will exceed supply.

Our radio-based products primarily employ unlicensed radio frequencies. Wedepend upon sufficient radio spectrumto beallocated
by the FCC for our intended uses. As to the licensed frequencies, there is some risk that there may be insufficient available
frequenciesin some marketsto sustain our planned operations. The unlicensed frequencies are available for awide variety of uses
and may not be entitled to protection from interference by other users who operate in accordance with FCC rules. The unlicensed
frequencies are also often the subject of proposalsto the FCC requesting a change in the rules under which such frequencies may
be used. If the unlicensed frequencies become crowded to unacceptable levels, restrictive, or subject to changed rules governing
their use, our business could be materially adversely affected.

We have committed, and will continue to commit, significant resources to the development of products that use particular radio
frequencies. Action by the FCC could require modifications to our products. The inability to modify our products to meet such
requirements, the possible delays in completing such modifications, and the cost of such modifications all could have a material
adverse effect on our future business, financial condition, and results of operations.

Outside of the United States, certain of our products require the use of RF and are subject to regulations in those jurisdictions
where we have deployed such equipment. In some jurisdictions, radio station licensees are generally required to operate aradio
transmitter and such licenses may be granted for a fixed term and must be periodically renewed. In other jurisdictions, the rules
permit certain low power devices to operate on an unlicensed basis. Our advanced and smart metering systems typically transmit
to (and receive information from, if applicable) handheld, mobile, or fixed network reading devicesin unlicensed bands pursuant
to rules regulating such use. Generaly, we use the unlicensed Industrial, Scientific, and Medica (ISM) bands with the various
reading devices in our solutions. In Europe, we generally use the 433 MHz and 868 MHz bands. In the rest of the world, we
primarily use the 433 MHz and 2.4000-2.4835 GHz bands, as well as other local unlicensed bands. To the extent we introduce
new products designed for use in the United States or another country into a new market, such products may require significant
modification or redesigninorder to meet frequency requirementsand other regulatory specifications. |n some countries, limitations
on frequency availability or the cost of making necessary modifications may preclude us from selling our products in those
countries. In addition, new consumer products may create interference with the performance of our products, which could lead to
claims against us.

We may face adverse publicity, consumer or political opposition, or liability associated with our products.

The saf ety and security of the power grid, the accuracy and protection of the data collected by meters and transmitted viathe smart
grid, concerns about the safety and perceived health risks of using radio frequency communications, and privacy concerns of
monitoring home appliance energy usage have been the focus of recent adverse publicity. Negative publicity and consumer
opposition may cause utilities or their regulatorsto delay or modify planned smart grid initiatives. Smart grid projects may be, or
may be perceived as, unsuccessful.

Wemay be subject to claimsthat there are adverse heal th effectsfrom the radio frequencies utilized in connection with our products.
If these claims prevail, our customers could suspend implementation or purchase substitute products, which could cause aloss of
sales.



We are facing increasing competition.

We face competitive pressures from a variety of companiesin each of the markets we serve. Some of our present and potential
future competitors have, or may have, substantially greater financial, marketing, technical, or manufacturing resources and, in
some cases, have greater name recognition, customer rel ationships, and experience. Some competitors may enter marketswe serve
and sell products at lower prices in order to gain or grow market share. Our competitors may be able to respond more quickly to
new or emerging technologies and changes in customer requirements. They may also be able to devote greater resources to the
development, promotion, and sale of their products and services than we can. Some competitors have made, and others may make,
strategic acquisitions or establish cooperative relationships among themselves or with third parties that enhance their ability to
addressthe needs of our prospective customers. It is possiblethat new competitorsor alliancesamong current and new competitors
may emerge and rapidly gain significant market share. Other companies may aso drive technological innovation and develop
products that are equal in quality and performance or superior to our products, which could put pressure on our market position,
reduce our overall sales, and require usto invest additional fundsin new technology development. In addition, thereisarisk that
low-cost providers will enter, or form alliances or cooperative relationships with our competitors, thereby contributing to future
price erosion. Some of our products and services may become commoditized and we may have to adjust the prices of some of our
products to stay competitive. Should we fail to compete successfully with current or future competitors, we could experience
material adverse effects on our business, financial condition, results of operations, and cash flows.

We are subject to regulatory compliance.

We are subject to various governmental regulations in al of the jurisdictions in which we conduct business. Failure to comply
with current or future regulations could result in the imposition of substantial fines, suspension of production, alteration of our
production processes, cessation of operations, or other actions, which could materially and adversely affect our business, financial
condition, and results of operations.

Changes in environmental regulations, violations of such regulations, or future environmental liabilities could cause us to incur
significant costs and adversely affect our operations.

Our business and our facilities are subject to numerous laws, regulations, and ordinances governing, among other things, the
storage, discharge, handling, emission, generation, manufacture, disposal, remediation of, and exposureto toxic or other hazardous
substances, and certain waste products. Many of these environmental laws and regulations subject current or previous owners or
operators of land to liability for the costs of investigation, removal, or remediation of hazardous materials. In addition, these laws
and regulationstypically impose liability regardless of whether the owner or operator knew of, or wasresponsiblefor, the presence
of any hazardous materials and regardless of whether the actions that led to the presence were conducted in compliance with the
law. In the ordinary course of our business, we use metals, solvents, and similar materials, which are stored on-site. The waste
created by the use of these materialsis transported off-site on aregular basis by unaffiliated waste haulers. Many environmental
laws and regulations require generators of waste to take remedial actions at, or in relation to, the off-site disposal location even if
the disposal was conducted in compliance with the law. The requirements of these laws and regulations are complex, change
frequently, and could become more stringent in the future. Failure to comply with current or future environmental regulations
could result in the imposition of substantial fines, suspension of production, alteration of our production processes, cessation of
operations, or other actions, which could materially and adversely affect our business, financial condition, and results of operations.
There can be no assurance that a claim, investigation, or liability will not arise with respect to these activities, or that the cost of
complying with governmental regulations in the future will not have a material adverse effect on us.

Our international sales and operations are subject to complex laws relating to foreign corrupt practices and anti-bribery laws
among many others, and a violation of, or change in, these laws could adversely affect our operations.

The Foreign Corrupt Practices Act in the United States requires United States companies to comply with an extensive legal
framework to prevent bribery of foreign officials. The laws are complex and require that we closely monitor local practices of our
overseas offices. The United States Department of Justice has recently heightened enforcement of these laws. In addition, other
countries continue to implement similar laws that may have extra-territorial effect. In the United Kingdom, where we have
operations, the U.K. Bribery Act imposes significant oversight obligations on us and could impact our operations outside of the
United Kingdom. The costsfor complying with theseand similar lawsmay be significant and coul d require significant management
time and focus. Any violation of these or similar laws, intentional or unintentional, could have a material adverse effect on our
business, financial condition, or results of operations.



Disruption and turmoil in global credit and financial markets, which may be exacerbated by the inability of certain countries to
continue to service their sovereign debt obligations, and the possible negative implications of such events for the global economy,
may negatively impact our business, operating results, and financial condition.

The recent downgrade of the U.S. credit rating and the possibility that some European Union (EU) member stateswill default on
their debt obligations have contributed to significant uncertainty about the stability of global credit and financial markets. The
credit and economic conditions within some EU countries including Greece, Ireland, Italy, Portugal, and Spain, have contributed
to the instability in some global credit and financial markets. While the ultimate outcome of these events cannot be predicted, it
is possible that such events may have a negative impact on the global economy and our business, operating results, and financial
condition.

We are subject to international business uncertainties, obstacles to the repatriation of earnings, and foreign currency fluctuations.

A substantial portion of our revenues is derived from operations conducted outside the United States. International sales and
operations may be subjected to risks such as the imposition of government controls, government expropriation of facilities, lack
of awell-established system of laws and enforcement of those laws, accessto alegal system free of undue influence or corruption,
political instability, terrorist activities, restrictionsontheimport or export of critical technology, currency exchangeratefluctuations,
and adversetax burdens. Lack of availability of qualified third-party financing, generally longer receivable collection periodsthan
those commonly practiced in the United States, trade restrictions, changes in tariffs, labor disruptions, difficultiesin staffing and
managing international operations, difficulties in imposing and enforcing operational and financial controls at international
locations, potential insolvency of international distributors, preference for local vendors, burdens of complying with different
permitting standards and awide variety of foreign laws, and obstaclesto the repatriation of earningsand cash all present additional
risk to our international operations. Fluctuations in the value of international currencies may impact our operating results due to
the trandlation to the U.S. dollar as well as our ability to compete in international markets. International expansion and market
acceptance depend on our ability to modify our technology to take into account such factors as the applicable regulatory and
business environment, labor costs, and other economic conditions. In addition, the laws of certain countries do not protect our
products or technologies in the same manner as the laws of the United States. There can be no assurance that these factors will
not have a material adverse effect on our future international sales and, consequently, on our business, financial condition, and
results of operations.

We depend on certain key vendors and components.

Certain of our products, subassemblies, and system components are procured from limited sources. Our reliance on such limited
sources involves certain risks, including the possibility of shortages and reduced control over delivery schedules, quality, costs,
