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(5) Total fee paid:

o Fee paid previously with preliminary materials.

o Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the
filing for which the offsetting fee was paid previously. Identify the previous filing by registration
statement number, or the Form or Schedule and the date of its filing.
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740 Calle Plano
Camarillo, California 93012

Notice of Annual Meeting of Stockholders

To Our Stockholders:

WHAT: Our Annual Meeting of Stockholders for Fiscal Year 2004

WHEN: May 3, 2005 at 9:00 a.m., local time

WHERE: Westlake Village Inn
31943 Agoura Road
Westlake Village, California 91361

WHY: At this meeting, we plan to:

1. Amend our Certificate of Incorporation to eliminate Director Classes, so that all
directors are elected annually;

2. Elect six directors if our first proposal is approved; otherwise, to elect two Class II
directors;

3. Ratify the appointment of Deloitte & Touche LLP as independent auditors of
Power-One, Inc. for the 2005 fiscal year; and,

4. Transact any other business which may properly be presented at the meeting or any
adjournment.

        Only stockholders of record at the close of business on March 11, 2005 (the "Record Date") will receive notice of the Annual Meeting and
be eligible to vote at the meeting.

        All stockholders are encouraged to attend the Annual Meeting. Whether or not you plan to attend, please promptly return the enclosed
proxy card to ensure that your shares are represented at the Annual Meeting.

        Please refer to the enclosed proxy card for voting directions. Please vote as soon as possible. We have enclosed a postage-prepaid envelope
for your convenience for return of the proxy card.

By Order of the Board of Directors,

Randall H. Holliday
Secretary

Camarillo, California
March 25, 2005
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GENERAL INFORMATION

        The Board of Directors of Power-One, Inc. seeks your Proxy for use at our Annual Meeting of Stockholders. We will hold the meeting
according to our Notice of Annual Meeting, unless we adjourn to a later date and/or time.

        This Proxy Statement and the accompanying Notice of Annual Meeting discuss the purposes of the Annual Meeting.

*  VOTING AND SOLICITATION

        Each share of our common stock has one vote on all matters submitted to our stockholders at the Annual Meeting. Stockholders of record as
of the close of business on March 11, 2005 (the "Record Date") will receive notice of and may vote at the Annual Meeting. Eligible stockholders
may vote by marking, signing, and returning the proxy card.

        There were 84,635,389 shares of our common stock outstanding as of the Record Date. The closing sale price on that date was $5.03 per
share. Our common stock is traded on the NASDAQ National Market® under the symbol "PWER."

        Power-One, Inc. will pay for this solicitation. We may also reimburse brokerage firms and other persons representing beneficial owners of
shares for their reasonable expenses in sending solicitation materials to beneficial owners.

        Required Voting.    The presence at the Annual Meeting, in person or by proxy, of the holders of a majority of the outstanding shares of
our common stock will constitute a quorum for the meeting.

        Our inspector of elections will count all votes cast in person or by proxy at the Annual Meeting.

        Special voting requirements will be applicable to our Proposal 1 regarding amendment of our Certificate of Incorporation. See page 3
below.

        The nominees for director receiving the most votes will be elected. For the purpose of determining whether the stockholders have approved
matters other than the election of directors, abstentions will have the same effect as a negative vote.

        Under NASDAQ rules, if you hold your shares in "street name" through a broker or other nominee, and you do not give your broker or
nominee specific instructions on how to vote your shares, your broker or nominee will not be permitted to exercise voting discretion with respect
to our proposal for amendment of our Restated Certificate of Incorporation, but will be permitted to exercise voting discretion with respect to the
election of directors and ratification of the appointment of auditors.

        Revoking Your Proxy.    Any Proxy may be revoked at any time before it is actually voted at the Annual Meeting. Regardless of the
method of voting used, you may revoke your Proxy by:

�
Delivering a written notice of revocation, dated later than the Proxy, before the vote is taken at the Annual Meeting.

�
Executing a later dated Proxy before the vote is taken at the Annual Meeting.

�
Voting in person at the Annual Meeting (your attendance at the meeting, by itself, does not revoke your earlier Proxy).

        Any written notice of revocation, or later Proxy, should be delivered to our principal executive offices at Power-One, Inc., 740 Calle Plano,
Camarillo, CA 93012, Attention: Corporate Secretary.

*  DEADLINE FOR STOCKHOLDER PROPOSALS FOR THE FISCAL 2005 ANNUAL MEETING

        Any stockholder who intends to present a proposal at our Annual Meeting for fiscal year 2005 must deliver the proposal to us at our
principal executive offices not later than November 28, 2005 for inclusion in our Proxy Statement and form of Proxy relating to the meeting.

        Stockholder proposals to be presented at an Annual Meeting of Stockholders but not submitted for inclusion in our Proxy Statement
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for that meeting must be received by our Corporate Secretary not less than 90, nor more than 120 days prior to the meeting. However, if less
than 100 days' notice from the date of the meeting is given to stockholders, then notice by the stockholder of any proposal need only be received
within 10 days from the date on which notice of the meeting is given. Stockholder proposals must contain information required by our bylaws
and comply with applicable legal requirements.

        Our bylaws are available via the "Governance" link found under our main "Investor Relations" link at our website located at
www.power-one.com. Alternatively, any stockholder may obtain a copy of our bylaws by submitting a request to our Corporate Secretary at our
principal executive offices.

2
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PROPOSAL 1
AMENDMENT OF CERTIFICATE OF INCORPORATION

        On February 2, 2005, our Board of Directors unanimously approved and recommended that our stockholders adopt an amendment to our
Restated Certificate of Incorporation. The amendment replaces our current Board structure, which consists of three classes of directors who are
elected to staggered three-year terms of office, with a Board in which all directors are elected annually. The full text of our proposed amendment
is attached to this Proxy Statement as Appendix A.

        The Board of Directors has determined that although the current classified board has certain positive aspects, such a board structure is no
longer in the best interests of the stockholders. Additionally, the Board of Directors believes that providing for annual election of all directors is
in keeping with principles of good corporate governance. The Board of Directors recognizes that the election of directors is the primary method
for stockholders to impact the direction of the company and its policies. The Board of Directors believes that it is in the best interests of the
stockholders and the company for stockholders to have the opportunity on an annual basis to evaluate and vote on director performance, both
individually and as a collective body.

        All directors who otherwise would not be presented for election at this Annual Meeting (i.e. the Class I and Class III directors), have
conditionally resigned, subject to approval and adoption of this Proposal 1 by the stockholders. If the stockholders approve this Proposal 1, no
director will be designated as a Class I, II, or III director, and all six of our current directors will stand for election at this Annual Meeting for a
one-year term, ending at the Annual Meeting to be held in 2006, or until their successors are elected and qualified.

        This amendment to Article "SEVENTH" of our Restated Certificate of Incorporation, requires the following affirmative vote of the
stockholders for approval:

�
At least 75% of the outstanding shares of our common stock entitled to vote as of the Record Date, and

�
At least a majority of the outstanding shares of our common stock entitled to vote as of the Record Date, not counting voting
stock beneficially owned (directly or indirectly) by any person (corporate or individual) who owns, as of the Record Date,
5% or more of the eligible voting common stock.

        Stockholders may vote (1) "FOR," (2) "AGAINST," or (3) "ABSTAIN" from voting, for Proposal 1. Under Delaware law, for the purposes
of determining whether this Proposal 1 has been approved by the stockholders, abstentions and broker non-votes will be counted and will have
the same effect as a vote against the proposal.

        If the stockholders do not approve this Proposal 1, no conditional resignation of the Class I and III directors will take effect. In such an
event, the Board of Directors has nominated the two Class II directors for election under the existing Restated Certificate of Incorporation, to
serve a three-year term expiring at the Company's Annual Meeting in 2008, or until their successors are elected and qualified.

        If the stockholders approve this Proposal 1, the Company will file an amendment to its Restated Certificate of Incorporation with the
Secretary of State of the State of Delaware promptly after the amendment is so approved. The amendment will then become effective with such
filing. In addition, if the stockholders approve this Proposal 1, the Board of Directors will amend and restate Section 3.12 of the Bylaws as
follows:

        "Any director or the entire board of directors may be removed with or without cause,

3
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by the holders of a majority of the shares then entitled to vote at an election of directors."

        Section 3.12 of our current bylaws permits removal only for cause by the affirmative vote of the holders of at least 80% of the outstanding
shares entitled to vote. The bylaw amendment would be needed to meet the requirements under Delaware law for removal of directors by
stockholders of a corporation that does not have a classified board.

RECOMMENDATION

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE "FOR" APPROVAL OF THE AMENDMENT TO OUR
RESTATED CERTIFICATE OF INCORPORATION AS DESCRIBED ABOVE AND SET FORTH IN APPENDIX A HERETO.

4
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PROPOSAL 2
ELECTION OF DIRECTORS

        Directors are to be elected at the Annual Meeting of Stockholders. As discussed above under Proposal 1, we are proposing, with the
approval of Proposal 1, that all six of our current directors be elected at this Annual Meeting. Under the current Restated Certificate of
Incorporation, our Board of Directors consists of three classes, with members of each class holding office for staggered three-year terms.

        If the stockholders approve Proposal 1, all director candidates noted below are standing for re-election at this Annual Meeting. If the
stockholders do not approve Proposal 1, then ONLY our Class II directors are standing for re-election at this Annual Meeting

        There are no family relationships among any of our directors or executive officers, other than between Donna Schnopp (Koep) and
Eddie K. Schnopp, both of whom are officers and are married.

        Each nominee has indicated his willingness to serve if elected, but if any nominee should become unable to serve, we will vote the Proxies
we receive for the election of such other person as our directors select. We are not aware of any reason why any of our nominees will be unable
or will decline to continue to serve as a director. Background information on each nominee appears below.

CURRENT CLASS I DIRECTORS

        The following individuals are currently our Class I directors. If Proposal 1 is not approved at this Annual Meeting by the stockholders,
these Class I directors will stand for re-election at our Annual Meeting to be held in 2007.

Name of Nominee Age1 Principal Occupation Class
Year First

Elected

Independence
per Board

Determination

Steven J. Goldman 47 Chairman of the Board and
Chief Executive Officer of
Power-One, Inc.

I 1988 Not
Independent per
NASDAQ rules

Jay Walters 57 President of New Horizon
Services, LLC

I 2000 Independent per
NASDAQ rules

1

As of March 11, 2005

        Steven J. Goldman.    Mr. Goldman, who joined us in 1982, became our Chief Executive Officer in 1990 and was named Chairman of the
Board in February 1997. From 1990 to January 2000, Mr. Goldman also served as our President. He received his B.S. degree in electrical
engineering from the University of Bridgeport, Connecticut and his M.B.A. degree from Pepperdine University's Executive program in
California.

        Jay Walters.    Mr. Walters serves as our Lead Director under Corporate Governance guidelines adopted in 2003. Mr. Walters is President
of New Horizon Services, LLC, a technology consulting company, and has held that position since March 2000. From 1995 to 1997,
Mr. Walters was Vice President and Chief Operating Officer of AT&T's Power Systems Business Unit, a position he continued to hold with
Lucent Technologies following its spin-off from AT&T in 1995. In late 1997, he

5
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was appointed to the position of Vice President in Lucent's Network Products Group. Mr. Walters, who retired from Lucent in 1999, received his
B.S. degree in nuclear engineering from the University of Wisconsin and his M.B.A. degree from Louisiana State University.

CURRENT CLASS II DIRECTORS

        The following individuals are currently our Class II directors. If Proposal 1 is not approved at this Annual Meeting by the stockholders,
these Class II directors are the only class of directors standing for re-election at this Annual Meeting. If re-elected as Class II directors, these
individuals will serve a three year term which expires in 2008.

Name of Director Age2 Principal Occupation Class
Year First

Elected

Independence
per Board

Determination

Hanspeter Brändli 66 Owner and operator of HPB
Management Services

II 1998 Independent per
NASDAQ rules

Kendall R. Bishop 66 Retired Attorney II 2000 Independent per
NASDAQ rules

2

As of March 11, 2005

        Hanspeter Brändli.    Mr. Brändli owns and operates HPB Management Services, a management services company. He received a diploma
in physics in 1963 from the Federal Institute of Technology (ETH) in Zurich, Switzerland and a Ph.D. in physics from the University of
Berne/Switzerland in 1968. Mr. Brändli is also President of the Board of Directors of our subsidiary Power-One Holding AG, Uster, and all
other Swiss subsidiaries. Additionally, Mr. Brändli serves as a member of the Board of Directors of several Swiss companies which are not
affiliated with the Company.

        Kendall R. Bishop.    Mr. Bishop retired as a corporate partner of the O'Melveny & Myers LLP law firm in January 2003, after 38 years of
service. He received his B.A. degree from Stanford University and his J.D. degree from the University of California at Berkeley. O'Melveny &
Myers LLP has performed legal services for the Company in the past and is expected to do so in the future. Since January 2002, Mr. Bishop has
not provided legal services to Power-One, or participated directly or indirectly in any allocation of firm income or profits relating to any services
provided to the Company. All legal services provided to Power-One by the law firm since January 2002 have been provided exclusively by other
members of the firm.

6

Edgar Filing: POWER ONE INC - Form PRE 14A

10



CURRENT CLASS III DIRECTORS

        The following individuals are currently our Class III directors. If Proposal 1 is not approved at this Annual Meeting by the stockholders,
these Class III directors will stand for re-election at our Annual Meeting to be held in 2006.

Name of Nominee Age3 Principal Occupation Class
Year First

Elected

Independence
per Board

Determination

Jon E.M. Jacoby 66 Director of Stephens
Group Inc.

III 1995 Independent per
NASDAQ rules

Mark Melliar-Smith 59 Chief Operating Officer,
Molecular Imprints, Inc.

III 2001 Independent per
NASDAQ rules

        Jon E.M. Jacoby.    Effective October 1, 2003, Mr. Jacoby retired as an officer and active employee of Stephens Inc. and Stephens
Group Inc. Prior to his retirement, Mr. Jacoby had been employed since 1963 by Stephens Inc. and Stephens Group Inc., firms collectively
engaged in investment banking and other business activities. He currently serves as a director of Delta & Pine Land Company, Sangamo
Biosciences, Conn's, Inc. and Eden Bioscience. He also remains a director of Stephens Group, Inc. He received his B.S. degree from the
University of Notre Dame in Indiana and his M.B.A. degree from Harvard Business School in Boston.

        Mark Melliar-Smith.    Mr. Melliar-Smith is the Chief Operating Officer of Molecular Imprints, Inc., based in Austin, Texas. From
January 2002 to October 2003, Mr. Melliar-Smith was a Venture Partner with Austin Ventures, a venture capital firm focusing on the
telecommunications, semiconductor and software businesses. Before these venture activities, Mr. Melliar-Smith was the President and Chief
Executive Officer of International SEMATECH, a research and development consortium for the integrated circuit industry, from January 1997
to December 2001. Mr. Melliar-Smith is a member of the Board of Directors of Technitrol, Inc.. Molecular Imprints, Inc. and Metrosol.
Mr. Melliar-Smith received his B.S. and Ph.D. degrees in chemistry from Southampton University in England and his M.B.A. degree from
Rockhurst College in Kansas City, Missouri.

DIRECTOR COMPENSATION

3

As of March 11, 2005.

        We pay each non-employee director as follows:

�
Annual retainer: $20,000

�
Supplemental retainers:

�
Audit Committee�Chair: $15,000

�
Other Committee�Chair: $5,000

�
Meeting fees (Board or Committee):

�
In person: $3,000/day

�

Edgar Filing: POWER ONE INC - Form PRE 14A

11



Telephonic: $1,000/day for meetings over two hours that involve substantial time and preparation.

�
Only one daily meeting fee is paid on days when multiple meetings of separate Committees, or Committee(s) and
Board are held on same day.

7
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        In addition to such compensation, Mr. Brändli received approximately $10,000 in 2004 for serving on the boards of our Swiss subsidiaries.

        We also reimbursed our directors for reasonable out-of-pocket expenses incurred in connection with attending board and committee
meetings.

        Our non-employee directors have also received, and are expected to continue to receive, options to purchase our common stock. Certain
automatic grants were made to non-employee directors in the past under our 1996 Stock Incentive Plan (the "1996 Plan"). Last year we adopted
and stockholders approved our 2004 Stock Incentive Plan (the "2004 Plan"). As a result, the Company ended the automatic grants under the
1996 Plan to non-employee directors as of or after the Annual Meeting of stockholders held in 2004. The Compensation Committee approved a
discretionary stock option grant for 10,000 shares to Messrs. Bishop, Brändli, Jacoby and Walters as of May 4, 2004. These grants have an
exercise price equal to the fair market value on the grant date, a ten-year term, and vest in equal annual installments over a four-year period
beginning on the first anniversary of the grant date.

        Pursuant to the 2004 Plan, our Compensation Committee as administrator of the 2004 Plan implemented a program in July 2004 of stock
option grants for non-employee directors. Under the program as approved by the Compensation Committee, each person (excluding all current
directors as of July 2004) who becomes a non-employee director will receive an initial nonqualified stock option ("NQSO") grant of 30,000
shares granted at the fair market value as of the date of their initial election to the Board of Directors. Such grant would have a ten-year term,
and would vest in equal portions in each of the three years following the earlier of (i) the anniversary of the date of grant in that year, and (ii) the
annual meeting date in that year.

        Additionally, for continued service, annually beginning as of this Annual Meeting, each non-employee director who continues in service to
the Board of Directors after an Annual Meeting and who has served as a director for not less than 180 days prior to the first day of the month in
which such Annual Meeting occurs, will receive a NQSO grant of 10,000 shares. This annual grant would be awarded at the fair market as of the
date of such Annual Meeting. Such grant would have a ten-year term, and would vest in full on the earlier of (i) the first anniversary of the date
of grant, or (ii) the next Annual Meeting date following the date of grant.

        All prior 1996 Plan non-employee director options have an exercise price equal to the fair market value on the grant date, a ten-year term,
and vest in equal annual installments over a four-year period beginning on the first anniversary of the grant date.

        Mr. Bishop received a discretionary stock option in July 2004 for 5,000 shares of the Company's common stock per authorization of the
Board of Directors. This grant was issued at fair market value on the date of grant, and becomes fully vested at the one year anniversary of the
date of grant. This grant was issued to Mr. Bishop in consideration of special duties and services he undertook in relation to a transaction the
company explored.

*  DIRECTOR ATTENDANCE AT MEETINGS AND AT ANNUAL MEETING

        Each of our directors attended at least 75% of the aggregate number of Board meetings and meetings of committees on which he served in
2004.

        It is our policy that all directors make every reasonable effort to attend annual stockholders meetings. Five of our six directors attended our
2004 Annual Stockholders Meeting.

8
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*  STOCKHOLDER COMMUNICATIONS WITH THE BOARD OF DIRECTORS/ DIRECTOR NOMINEE RECOMMENDATIONS

        Stockholders are welcome to communicate directly with our Board of Directors, and to make recommendations for director nominees.
Stockholders interested in communicating directly with any or all non-employee directors, and stockholders interested in recommending director
nominees, may do so by writing to:

Board of Directors
Power-One, Inc.
740 Calle Plano
Camarillo, CA 93012
Attn: Corporate Secretary

        All such correspondence will be logged in by the Corporate Secretary. Communications on matters other than as noted in the following
sentences will be promptly forwarded to our Lead Director, currently Mr. Walters. Recommendations for director nominees will be sent to the
Chair of our Nominating and Corporate Governance Committee. If the Lead Director is not the Chair of the Audit Committee, all matters
relating to accounting or internal controls will be brought immediately to that Chair's attention. The applicable director who has received the
communication will deliver a summary of all stockholder communications to the full Board at its next regularly scheduled meeting. Any director
may review the correspondence log and request copies of any such correspondence.

*  DIRECTOR QUALIFICATIONS AND SKILLS

        Minimum qualifications for recommendation for a position on our Board of Directors, whether from our Nominating and Corporate
Governance Committee, or from a stockholder, include:

�
a proven record of ethical and responsible service of not less than five (5) years in a corporate or comparable position
involving substantial professional judgment and responsibility;

�
the ability to devote necessary time and attention to the position as a Director;

�
training and experience in a function or discipline relevant to the business and operations of the Company (e.g. technology,
manufacturing, finance, international operations, marketing, or other areas which would enhance the effectiveness of the
Board of Directors);

�
awareness of and allegiance to the interests of the stockholders of the Company;

�
fluency in English (written and spoken).

        Specific skills or qualities that we believe are necessary for one or more of our Directors to possess are listed below. Please note that we do
not expect that a single individual possess all listed skills, but rather that the Board as a whole include one or more individual(s) who possess one
or more of the listed skills or qualities:

�
financial knowledge and experience which qualifies a director as a "financial expert" under applicable SEC criteria; and

�
in-depth knowledge, based upon prior employment as a senior officer, in a key area of a for-profit corporate entity,
e.g. finance, operations, sales, marketing, strategic planning.

*  EVALUATION OF NOMINEES
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        Nominees (including nominees recommended by security holders) are identified and evaluated by the Nominating and Corporate
Governance Committee through review of resume or other summary of experience, personal interviews conducted by members of the
Committee, and submission of such supplemental information as may be reasonably requested by the Committee.

9
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*  COMMITTEE MEMBERSHIPS

�
Audit: Mr. Bishop (Chair), Mr. Brändli, Mr. Melliar-Smith, and Mr. Walters.

�
Compensation: Mr. Walters (Chair), Mr. Bishop and Mr. Jacoby.

�
Nominating and Corporate Governance: Mr. Melliar-Smith (Chair), Mr. Brändli and Mr. Bishop.

        All members of the Audit Committee and of the Nominating and Corporate Governance Committee are non-employee directors whom the
Board has determined meet NASDAQ independence requirements.

*  COMMITTEE RESPONSIBILITIES

Audit Committee

�
Engages our independent auditors;

�
Reviews and oversees the services performed by our independent auditors;

�
Reviews the independence of the independent auditors; and,

�
Reviews and evaluates our accounting principles and our system of internal accounting controls.

�
The Audit Committee operates under an updated Charter adopted by the Board in 2003. A copy is available via the
"Governance" link found under our main "Investor Relations" link at our website located at www.power-one.com. Please see
also "Audit Committee Report" at page 13 below.

Compensation Committee

�
Determines compensation of our executive officers;

�
Administers our Amended and Restated 1996 Stock Incentive Plan, 1997 Employee Stock Purchase Plan, 2001 Stock Option
Plan, and the 2004 Stock Incentive Plan;

�
Establishes the criteria for the awarding of bonuses;

�
Recommends to the Board of Directors adoption of other compensation plans as may from time to time be deemed to be in
the best interests of the Company.

�
The Compensation Committee operates under the Charter adopted by the Board in 2003. A copy is available via the
"Governance" link found under our main "Investor Relations" link at our website located at www.power-one.com. Please see
also "Compensation Committee Report on Executive Compensation" at page 24 below.
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Nominating and Corporate Governance Committee

�
Establishes qualifications for board membership;

�
Evaluates stockholder nominees for director, if same are properly presented to the Corporation. See page 8 above under
section noted "STOCKHOLDER COMMUNICATIONS WITH THE BOARD OF DIRECTORS/DIRECTOR NOMINEE
RECOMMENDATIONS" for information on the process for presenting stockholder nominees;

�
Recommends director nominees to the Board both for the annual stockholders meeting and for the filling of any vacancies
that occur between annual meetings;

�
Assists the Board in devising a methodology for annually evaluating the Board's performance;

�
Recommends the size of the Board, committee structure and assignments and frequency of regular Board meetings; and,

10
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�
Discusses and makes recommendations to the full Board on the Company's Corporate Governance Guidelines.

        The Nominating and Corporate Governance Committee operates under the Charter adopted by the Board in 2003. A copy is available via
the "Governance" link found under our main "Investor Relations" link at our website located at www.power-one.com.

*  MEETINGS IN 2004

�
Board of Directors:
    8 meetings in total (4 were telephonic)

�
Audit Committee:
    6 meetings in total (2 were telephonic)

�
Compensation Committee:
    4 meetings in total (1 was telephonic)
    2 actions by written consent

�
Nominating and Corporate Governance Committee:
    3 meetings.

RECOMMENDATION

The Board of Directors recommends a vote FOR the election of all Directors listed above. We will vote Proxies received by us in
favor of the nominees unless a contrary choice is indicated.

11
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PROPOSAL 3
RATIFICATION OF INDEPENDENT AUDITORS�PRINCIPAL ACCOUNTANT FEES AND SERVICES

        The Audit Committee has appointed Deloitte & Touche LLP, independent auditors, to audit our consolidated financial statements for the
fiscal year 2005. This appointment is being presented to the stockholders for ratification at the meeting. If the stockholders fail to ratify the
selection, the Audit Committee will consider whether or not to retain that firm. Even if the stockholders ratify the selection, the Audit
Committee, in its discretion, may direct the appointment of a different independent firm at any time during the year if it determines that such a
change would be in the best interests of the Company and its stockholders.

        Deloitte & Touche LLP has audited our consolidated financial statements since 1993. Representatives of Deloitte & Touche LLP are
expected to be present at the meeting. They will have the opportunity to address the audience at the meeting and will be available to answer
appropriate questions from stockholders.

Pre-Approval Policies and Procedures

        The Audit Committee has adopted a policy and procedures for the pre-approval of audit and non-audit services rendered by our independent
public accountants, Deloitte & Touche LLP. The policy generally permits pre-approval annually of certain specific services in the defined
categories of audit services, audit-related services, and tax services up to specified annual budget amounts, and sets requirements for specific
case-by-case pre-approval of discrete projects, such as those which may have a material effect on our operations or services over certain
amounts. Pre-approval may be given as part of the Audit Committee's approval of the scope of the engagement of our independent auditor or on
an individual basis. The pre-approval of services may be delegated to one or more of the Audit Committee's members, but the decision must be
presented to the full Audit Committee at its next scheduled meeting. The policy prohibits retention of the independent public accountants to
perform the prohibited non-audit functions defined in Section 201 of the Sarbanes-Oxley Act or the rules of the SEC and also considers whether
proposed services are compatible with the independence of the public accountants.

Fees Paid to Independent Public Accountants

        SEC rules effective May 6, 2003 require that our Audit Committee pre-approve all audit and permissible non-audit services provided by our
independent auditors, with certain limited exceptions. Our Audit Committee has concluded that the audit-related and tax services provided to us
by Deloitte & Touche LLP are compatible with maintaining auditor independence. During 2003 and 2004, the Company retained Deloitte &
Touche LLP to provide services only in the following categories and amounts:

SERVICES
2004 2003

1. Audit Fees(1) $ 1,022,697 $ 952,807

2. Audit Related Fees(2) $ 657,352 $ 176,831

3. Tax Fees(3) $ 785,092 $ 850,151

4. All Other Fees(4) $ 0 $ 0

Total $ 2,465,141 $ 1,979,789
        The Audit Committee approved all of the fees noted in items 2. and 3. above pursuant to its pre-approval policies and procedures.

(1)
Audit fees consisted of audits of the Company's annual financial statements (inclusive of services connected with auditor
responsibilities relating to the auditor's internal controls report under Sec. 404 of the Sarbanes-Oxley Act of 2002), statutory audits,
and reviews of the Company's quarterly financial statements and consents related to Security and Exchange Commission filings.
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(2)
Audit related fees consisted primarily of documentation assistance procedures to meet the requirements of the Sarbanes-Oxley Act of
2002 in the year 2004 (which services account for the increase from 2003 to 2004 amounts), due diligence associated with merger and
acquisition or disposal transactions and financial accounting and reporting consultations.

(3)
Tax fees consisted of a) tax compliance fees in connection with Federal, state and local income tax return assistance, assistance with
tax returns filings in certain foreign jurisdictions, requests for technical advice from taxing authorities, assistance with tax audits and
appeals and preparation of expatriate tax returns, and b) tax planning and advice fees in connection with tax advice related to
structuring certain proposed acquisitions and disposals and tax advice related to intra-group restructuring items.

(4)
Other fees consisted of services not otherwise captured in the audit, audit related, or tax categories. Historically, the Company has not
retained independent auditors to perform other services.

AUDIT COMMITTEE REPORT*

        The Audit Committee of the Board of Directors is responsible for monitoring the integrity of Power-One, Inc.'s consolidated financial
statements, its system of internal controls and the independence and performance of its independent auditors. Subject to stockholder ratification,
the Committee also recommends the selection of the Company's independent auditors.

        The Audit Committee is composed of four non-employee directors who the Board believes all meet the current NASDAQ independence
requirements and operates under a written charter most recently amended and restated by the Board of Directors in 2003.

        The Board also believes that all Audit Committee members possess experience or have backgrounds which make each qualified to serve on
the Committee. The Board believes and the Committee has determined that all members are able to read and understand fundamental financial
statements, including the Company's balance sheet, income statement, and cash flow statement, based on each Committee member's experience,
background, training, past employment in a position of substantial authority, responsibility and financial statements oversight, or other
experience and involvement in the review and evaluation of financial statements. Additionally, the Committee, in concert with the Board of
Directors, has determined that Committee member, Mr. Jay Walters, qualifies as a member of the Audit Committee who meets the NASDAQ
listing requirement under Rule 4350(d)(2)(A) as having the requisite past employment experience which provides him with the required
financial sophistication. The determination of Mr. Walters' qualifications under the applicable NASDAQ Rule is based upon Mr. Walters'
relevant education, including an M.B.A. degree with relevant finance and accounting coursework, and his positions and responsibilities while
employed with Lucent Technologies, including reviewing and approving business unit operating and financial results with a business of
comparable size, business focus and complexity as that of the Company.

*
If we intend to incorporate this specific section by reference in any of our filings pursuant to the Securities Act of 1933, as amended,
or the Securities Exchange Act of 1934, as amended, we will specifically incorporate this section by name in such reference in a given
filing. Otherwise, any general statement about incorporating this proxy statement by reference into any such filing will not apply to
this section. This section shall not be deemed soliciting material or otherwise deemed filed under either such Acts.
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        The Board has determined that there is no audit committee financial expert, as defined under SEC requirements, currently serving on the
Committee. The Nominating and Corporate Governance Committee is actively engaged in a search for, but has not yet found, a director
candidate who, if approved for membership on the Board of Directors, will meet all applicable NASDAQ and SEC requirements, including
classification as an audit committee financial expert per applicable SEC requirements.

        The Audit Committee has approved and adopted procedures that meet all requirements of Rule 10A-3(b)(3) under the Securities and
Exchange Act of 1934, as amended, regarding receipt and handling of complaints and anonymous employee submissions.

        Any person desiring to submit any complaint to the Company regarding accounting, internal accounting controls, or auditing matters should
address such complaint to:

Chairman of the Audit Committee
Power-One, Inc.
740 Calle Plano
Camarillo, CA 93012
Attn: Corporate Secretary

        All such correspondence will be logged in by the Corporate Secretary and promptly forwarded to the Chairman of the Audit Committee.
The Chairman will provide a summary of all communications to the Audit Committee, and will direct and oversee such additional actions or
inquiries as the Chairman deems appropriate in light of a given complaint.

        To the date of this report of the Committee, no complaints regarding accounting, internal accounting controls, or auditing matters have been
received from either anonymous submission procedures or by direct submission to the Chairman of this Committee.

        Management is responsible for the Company's financial reporting process, including its system of internal controls, and for the preparation
of consolidated financial statements in accordance with generally accepted accounting principles. The independent auditors are responsible for
auditing such financial statements. The responsibility of the Audit Committee is to monitor and review these processes. We are not, however,
professionally engaged in the practice of accounting or auditing. We rely on the information provided to us and on the representations made by
management and the independent auditors. The Audit Committee will retain independent experts to advise and consult directly with the Audit
Committee if the Audit Committee desires an independent opinion or review of any information provided or any representations made by
management and the independent auditors.

        During fiscal 2004, in recognition of and in preparation for review by the independent auditors per Sec. 404 of the Sarbanes-Oxley Act of
2002, the Audit Committee engaged in ongoing review of management's attention to and focus upon internal controls of the Corporation.
Management's attention to these matters involved substantial internal audit activity by employees of the Corporation, site visits with focused
internal audit checklists, detailed assessment of specific processes, action items, and remediation efforts, and related activity to ensure that
internal controls operated properly. The progress, findings, and results of follow-up from these internal auditing activities were reported to the
Committee as a recurring matter in its regular meetings.

        The Committee held six meetings during fiscal 2004. The Committee approved the fees to be paid to the independent auditors for their
audit of our consolidated financial statements for FY2004. The Committee discussed with the independent auditors the overall scope and plans
for their audit. The Committee met with the independent auditors, with and without
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management present, to discuss the results of their examinations and their evaluations of the Company's system of internal controls.

        In carrying out our responsibilities, we reviewed and discussed with management and the Company's auditors all financial statements prior
to their issuance. We were advised by management and the auditors that all of the financial statements were prepared in accordance with
generally accepted accounting principles. As part of our review, we discussed with management the quality and acceptability of the accounting
principles, the reasonableness of significant judgments and the clarity of the disclosures in the financial statements. We also sought the
Company's independent auditors' judgment on these matters.

        We discussed with the independent auditors matters required to be discussed under generally accepted auditing standards, including, among
other things, matters related to the conduct of the audit of the consolidated financial statements and the matters required to be discussed by
Statement on Auditing Standards No. 61, as amended (Communication with Audit Committees).

        The independent auditors also provided to us the written disclosures and the letter required by Independence Standards Board Standard
No. 1 (Independence Discussions with Audit Committees), and we discussed with the independent auditors their independence from
Power-One, Inc. We considered whether the auditors' provision of services to the Company beyond those rendered in connection with their audit
and review of the consolidated financial statements was compatible with maintaining their independence. The Audit Committee has established
policies to review and pre-approve any non-audit services proposed to be provided by the independent auditors, and to review and pre-approve
the scope, work plan and fees for the audit services to be provided by the independent auditors.

        Based on our review and these meetings, discussions and reports, and subject to the limitations on our role and responsibilities referred to
above and in the Audit Committee Charter, we recommended to the Board of Directors that Power-One, Inc.'s audited consolidated financial
statements for the fiscal year ended December 31, 2004 be included in the Annual Report on Form 10-K. We have also appointed Deloitte &
Touche LLP to serve as the Company's independent auditors for fiscal 2005, subject to stockholder ratification.

Kendall R. Bishop, Chairman; Hanspeter Brändli, Mark Melliar-Smith, Jay Walters

RECOMMENDATION

The Board of Directors recommends a vote FOR the ratification of Deloitte & Touche LLP as Power-One, Inc.'s independent
auditors for 2005. We will vote Proxies received by us in favor of the ratification of Deloitte & Touche LLP unless a contrary choice is
indicated.
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EQUITY COMPENSATION PLAN INFORMATION

        Power-One, Inc. currently maintains four equity compensation plans: the 1996 Plan, the 2001 Plan, the Power-One, Inc. Employee Stock
Purchase Plan, and the 2004 Stock Incentive Plan. The 1996 Plan, the Employee Stock Purchase Plan, and the 2004 Stock Incentive Plan have
each been approved by Power-One, Inc.'s stockholders.

        The following table sets forth, for each of Power-One, Inc.'s equity compensation plans, the number of shares of common stock subject to
outstanding options and rights, the weighted-average exercise price of outstanding options, and the number of shares remaining available for
future award grants as of December 31, 2004.

Equity Compensation Plan Information as of December 31, 2004

(a) (b) (c)

Plan Category Number of Securities to be
Issued Upon Exercise of

Outstanding Options,
Warrants and Rights

Weighted-Average Exercise
Price of Outstanding

Options, Warrants and
Rights

Number of Securities
Remaining Available for
Future Issuance Under

Equity Compensation Plans
(Excluding Securities

Reflected in Column (a))

Equity compensation plans approved
by security holders 12,352,650 $ 9.87(1) 14,303,891(2)

Equity compensation plans not
approved by security holders(1) 1,627,667 $ 6.13 0(4)

Total 13,980,317 $ 9.44(1) 14,303,891(2)

(1)
Weighted average exercise price of outstanding options; excludes restricted stock units and shares related to Employee Stock Purchase
Plan.

(2)
Includes shares reserved but not yet issued under the 1996 Stock Incentive Plan, the 2004 Stock Incentive Plan and the Employee
Stock Purchase Plan. Of this number, 946,729 were available under our 1996 Plan, 4,745,000 were available under the 2004 Plan and
8,612,162 were available under our Employee Stock Purchase Plan. The shares available under the 1996 Plan are, subject to certain
other limits under that plan, generally available for any type of award authorized under the 1996 Plan including stock options, stock
appreciation rights, restricted stock, stock bonuses, and performance shares.

(3)
The 2001 Stock Option Plan (the "2001 Plan") was adopted in September 2001, per applicable regulations and exchange listing rules,
as an equity compensation plan not approved by security holders. Grants were only made under this plan through May 2004. The 2001
Plan is administered by our Compensation Committee. Awards under the 2001 Plan were only nonstatutory stock options. No awards
under the 2001 Plan were made to any Director of the Company or to any person who is an officer within the meaning of Section 16 of
the Securities Exchange Act of 1934, as amended. The maximum term of options granted under the 2001 Plan is 10 years after the
initial date of the award. Options granted under the 2001 Plan have been granted at the "Fair Market Value" (i.e. the closing price of
our stock on the date the option is granted). No award vests and becomes exercisable more quickly than 25% per year. Generally,
awards that are not yet exercisable will terminate upon the date an Eligible Employee is no longer employed by the Company, and
those that are exercisable will remain exercisable for ninety (90) days after the end of employment.
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(4)
Based upon the stockholders' approval of our 2004 Stock Incentive Plan, no additional grants have been or will be made under the
2001 Plan subsequent to May 2004.

        All references to shares and options in this section have been adjusted to reflect the three-for-two and two-for-one splits to our common
stock completed during 2000.

SUMMARY COMPENSATION TABLE

        The following table provides information for our last three fiscal years regarding all compensation paid to or earned by our Chief Executive
Officer and each of our four other most highly compensated executive officers who served as executive officers of Power-One, Inc. as of
December 31, 2004 (the "Top 5 Compensated Executive Officers"):

Officers Annual Compensation Long-Term Compensation

Name and Position Year Salary(1) Bonus(2)
Other Annual
Compensation

Restricted
Stock Award(4)

Options
(Shares)

All Other
Compensation

Steven J. Goldman,
Chairman and Chief Executive
Officer

2004
2003
2002

$
$
$

490,912
360,464
353,532

$ 75,000
�
�

$
�

115,352(3
�
) $

�
275,000

�

�
175,000

�

*
*
*

William T. Yeates,
President and Chief Operating
Officer

2004
2003
2002

$
$
$

347,938
299,520
293,760

$ 61,740
�
�

$
$

45,000(5
275,846(6

�

)
) $

�
1,131,000

�

�
75,000

�

*
*
*

Randall H. Holliday,
Secretary and General Counsel

2004
2003
2002

$
$
$

240,973
225,004
218,080

$ 30,315
�
�

$
�

21,354(3
�
) $

�
50,000

�

�
70,000

�

*
*
*

Eddie K. Schnopp,
Senior Vice President�Finance,
Treasurer and Chief Financial
Officer

2004
2003
2002

$
$
$

267,369
156,416
153,408

$ 41,400
�
�

$
�

50,056(3
�
) $

�
175,000

�

�
70,000

�

*
*
*

Donna M. Schnopp (Koep),
Senior Vice President�Human
Resources

2004
2003
2002

$
$
$

175,844
120,224
117,912

$ 25,365
�
�

$
�

38,475(3
�
) $

�
110,000

�

�
70,000

�

*
*
*

*
Less than $50,000 or 10% of the total salary and bonus for the year indicated.

(1)
For 2002, salary includes deferred amounts in accordance with the 2001 Deferred Compensation Plan, as discussed on page 25. The
following represents the amounts each officer elected to defer and respective percentage of salary each officer deferred from
January 1, 2002 through October 20, 2002: Goldman $149,038 (50%), Yeates $123,840 (50%), Holliday $27,520 (15%), Mr. Schnopp
$64,672 (50%) and Ms. Schnopp $49,708 (50%).

(2)
2004 Bonus amounts represent bonus amounts earned in and for the 2004 fiscal year, payment of which actually occurs in 2005.

(3)
This amount represents the "premium portion" as discussed on page 25 in our summary of the 2001 Deferred Compensation Plan.

(4)
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On December 31, 2004, the named officers held, in total, then unvested shares of restricted Company common stock as follows:
(i) Mr. Goldman, 5,711 shares; (ii) Mr. Yeates, 3,638; (iii) Mr. Holliday, 1,039; (iv) Mr. Schnopp; 3,638; and (v) Ms. Schnopp, 1,662.
Additionally, on
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December 31, 2004, Mr. Yeates held then unvested restricted stock units ("RSUs") covering a total of 50,000 shares of the Company's
common stock. The 2004 year-end value of the total number of unvested shares subject to these awards, based on the closing price
($8.92) of the Company's common stock of December 31, 2004, was as follows: (i) Mr. Goldman, $50,942; (ii) Mr. Yeates, $32,451
and $446,000 as to his restricted stock and RSUs, respectively; (iii) Mr. Holliday, $9,268; (iv) Mr. Schnopp, $32,451; and
(v) Ms. Schnopp, $14,825.

All recipients have voting and dividend rights with respect to each recipient's restricted shares. Mr. Yeates does not have voting or
dividend rights with respect to the shares subject to his RSUs, unless and until the shares are actually delivered in payment of the
RSUs, but he does have the right to receive dividend equivalent payments with respect to the RSUs.

(5)
This amount represents income-tax "gross-up" paid to Mr. Yeates in 2004, for the imputed income arising from the forgiveness of the
loaned amount of $80,000 described in note (6) below.

(6)
This amount includes (i) imputed income associated with forgiveness of loaned amounts of $100,000 and $80,000 per terms of
employment contract discussed on page 19, and (ii) the "premium portion" of Mr. Yeates' deferred salary, as discussed on page 20 in
our summary of the 2001 Deferred Compensation Plan.

STOCK OPTION GRANTS AND EXERCISES
FOR TOP 5 COMPENSATED OFFICERS

STOCK OPTION GRANTS 2004

        We did not grant any stock options to any of our Top 5 Compensated Executive Officers in 2004.

AGGREGATE OPTION EXERCISES IN 2004 AND YEAR-END OPTION VALUES

        This table shows all stock options exercised by the Top 5 Compensated Executive Officers for 2004. The "Value Realized" column reflects
the difference between the market value of the underlying securities at the actual exercise date and the exercise price of the options. The "Value
of unexercised in-the-money options at 2004 year-end" column reflects the difference between the market value and the exercise price of
in-the-money options at the end of 2004.

Name

Shares
acquired on
exercise(#)

Value
Realized($)

Number of unexercised
options at

2004 year-end
Exercisable/Unexercisable

Value of unexercised
in-the-money options

at 2004 year-end(1)

Exercisable/Unexercisable

Steven J. Goldman 0 $ 0.00 621,000 75,000 $ 3,503,948 $ 222,188

William T. Yeates 0 $ 0.00 150,000 75,000 $ 467,813 $ 222,188

Eddie K. Schnopp 0 $ 0.00 361,000 40,000 $ 2,123,390 $ 118,500

Randall H. Holliday 0 $ 0.00 71,250 33,750 $ 221,938 $ 98,813

Donna M. Schnopp 0 $ 0.00 323,500 40,000 $ 1,824,605 $ 118,500

(1)
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Total value of exercisable and unexercisable options based on the market value of our common stock on December 31, 2004 ($8.92
per share).
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EMPLOYMENT CONTRACTS, TERMINATION OF EMPLOYMENT,
CHANGE-IN-CONTROL ARRANGEMENTS AND CERTAIN TRANSACTIONS

*  EMPLOYMENT CONTRACTS

        William T. Yeates serves as our President and Chief Operating Officer under the terms set forth in a letter from Mr. Goldman related to the
commencement of Mr. Yeates' employment with the Company. Pursuant to the letter, in addition to his salary and our standard employee
benefits package, Mr. Yeates is eligible for a bonus based on the achievement of specific performance goals.

        Pursuant to the letter, Mr. Yeates was also granted non-qualified stock options to purchase an aggregate of 675,000 shares of our common
stock. Of these, 450,000 options become exercisable over four years at the rate of 25% per year; the remaining 225,000 vested and became
exercisable on December 31, 2001.

        In addition, we made certain loans to Mr. Yeates in connection with his initial employment which commenced in January, 2000. All such
loans are described in the following paragraph. These loans were in existence prior to the passage of the Sarbanes-Oxley Act of 2002 (the
"Act"). The Act now prohibits loans by the Company to its executive officers. However, loans in existence as of the effective date of the Act
were exempted from the prohibitions of the Act.

        One non-interest-bearing loan in the amount of $100,000, plus additional non-interest-bearing loans relating to new hire relocation
expenses totaling approximately $80,000, were forgiven on the third anniversary of Mr. Yeates' hire (i.e. on January 13, 2003), per the original
terms of the loan arrangements, specifically Mr. Yeates' continued employment with the Company as of January 13, 2003. A separate
interest-bearing loan in the amount of $660,000, and with an interest rate of 5.5% per annum, became due and payable on January 13, 2004 per
its original terms, and was paid in full by Mr. Yeates on that date. There was no material modification of any term of that loan, nor renewal of
that loan, after the effective date of the Act.

        Mr. Yeates' rights to certain payments and benefits resulting from a change in control, as defined in the letter to include certain mergers and
other triggering events, expired on January 31, 2004 per the terms of the letter.

*  CHANGE IN CONTROL ARRANGEMENTS

        Effective April 28, 2004, pursuant to approval of our Board of Directors, we entered into Change in Control Severance Agreements (the
"CIC Agreement(s)"), with each of the Top 5 Compensated Executive Officers. These CIC Agreements are administered by our Compensation
Committee. Each CIC Agreement renews automatically on an annual basis effective April 28, unless the Compensation Committee provides
written notice of termination of the agreement to an executive at least six (6) months prior to the renewal date.

        Our CIC Agreements are "double trigger" agreements. Benefits under the CIC agreement are only paid if (i) a "Change in Control" has
occurred, and (ii) an executive's employment is subsequently terminated following such Change in Control other than for cause, or the executive
voluntarily terminates employment after a Change in Control, and for "Good Reason."

        Subject to certain limited exceptions, a "Change in Control" will generally be triggered by (i) any person becoming a 20% or greater owner
of Power-One, (ii) certain majority changes in the Board of Directors over a period of not more than two years, (iii) certain mergers or other
changes in ownership following which stockholders before the change do not continue to own more than 60% of Power-One, and (iv) a
dissolution or liquidation of Power-One.

        "Good Reason" is generally defined as a substantial alteration or reduction in duties and responsibilities, a reduction in salary or bonus
eligibility affecting the executive individually (as
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opposed to across the board reductions impacting all executives equally), reassignment to a different geographic location, or refusal of the
successor entity to assume the CIC Agreement.

        The severance payments and entitlements made to an executive under the CIC Agreement are based on a "multiplier" of either 2X or
2 years (for CEO or COO) or 1X or 1 year (for other Named Executive Officers). Benefits include (i) lump-sum payment of an amount tied to
base salary and bonuses times the executive's "multiplier," (ii)  acceleration of vesting under then existing stock option grants for an additional
period as per the executive's multiplier, and (iii) continuation of benefits (e.g. medical insurance and group life insurance) for an additional
period as per the executive's multiplier.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

        Section 16(a) of the Exchange Act requires our officers and directors and persons who own more than 10% of a registered class of our
equity securities to file reports of ownership and changes in ownership with the SEC. These persons are required by regulation of the SEC to
furnish us with copies of all Section 16(a) forms they file.

        Based solely on our review of the copies of such forms that we received, or written representations from certain reporting persons, we
believe that during 2004 our officers, directors and greater than 10% beneficial owners complied with all applicable Section 16(a) filing
requirements.

OTHER COMPENSATION ARRANGEMENTS

*  2001 DEFERRED COMPENSATION PLAN

        Summary of the Plan.    Based upon recommendations of the consultants retained by the Compensation Committee, as well as advice and
counsel from outside legal and accounting personnel, in October 2001 the Compensation Committee recommended adoption of, and the Board
of Directors approved the implementation of, the 2001 Deferred Compensation Plan (the "Plan"). Under this Plan, full time employees (inclusive
of executive officers) of the Company were eligible to make an irrevocable election to defer a percentage of their base salary (not to exceed 50%
of base salary) for the period commencing October 22, 2001 and continuing through October 20, 2002 (the "Deferral Period"). At the end of the
Deferral Period, a participant's base salary returned to its original pre-deferral amount.

        Effect of Deferral Election/Entitlement to Stock Units.    Each participant under the Plan (i.e. an individual electing to defer salary),
received "credit" at the start of the Deferral Period for a given number of Stock Units, based upon the dollar amount of salary deferred. A Stock
Unit was a bookkeeping entry that represented one fictional share of the Company's common stock. A Stock Unit was used as a device to
determine the number of shares of common stock of the Company that were to be distributed to a participant. The total number of Stock Units
credited to a participant was determined using this formula:

Stock Unit = (compensation deferred / $6) × 2

        Stock Units had no voting rights, rights to dividends, or any other stockholder rights.

        Vesting in Stock Units.    Vesting in the credited Stock Units was tied to continued employment with or service to the Company. One-half
(50%) of the total Stock Units credited to a participant as of the start of the Deferral Period vested on a pro-rata basis during the Deferral Period.
For employees, vesting of this 50% of total Stock Units was prorated weekly over the 52 weeks of the Deferral Period.
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        For employees who participated in the Plan, the other 50% of Stock Units that were credited to the individual at the start of the Deferral
Period vested in full on January 31, 2003 (the "Payment Date").

        Distribution of Common Stock to Participants.    A participant who was actively employed by the Company as of the Payment Date
received whole shares of common stock of the Company equal to the equivalent number (i.e. 100%) of total Stock Units credited to and vested
in the participant on the Payment Date. For example, if based upon the percentage of salary elected to be deferred, a participant had 10,000
Stock Units credited to their Stock Unit account, they received 10,000 shares of the Company's common stock on the Payment Date.

        Upon the ultimate distribution of common stock to a participant, the shares became beneficially owned by the participant, unrestricted and
available for sale or transfer transferred at the discretion of the participant. For income tax purposes, the recipient received "income" on the
Payment Date equal to the total fair market value of the shares as of the Payment Date. Our fair market value (i.e. closing price) on January 31,
2003 was $4.92/share.

        Report of "Premium" portion in Summary Compensation Table.    In our past three Proxy Statements, in our Summary Compensation
Table, we reported total base salary in each officer's salary column, then noted via footnote the amount of compensation deferred by reported
officers under the Plan. To avoid any "double reporting" of income paid to or earned by the officers, we have only reported in this Proxy's
Summary Compensation Table that portion of the "premium" associated with shares distributed to the reported officers as of the January 31,
2003 Payment Date. For the ease of calculations, the premium represents the difference between (i) the fair market value of the shares issued to
the employee as of the Payment Date, less (ii) the total employee compensation deferred during the Deferral Period.

COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSATION*

        The Compensation Committee (the "Committee") consists of Mr. Walters (Chairman), Mr. Bishop and Mr. Jacoby, each of whom is an
independent, non-employee director. Per its Charter adopted in 2003, the Committee determines the Chief Executive Officer's salary, establishes
the criteria for other executive compensation, reviews and approves all compensation plans which apply to executive officers, and determines
equity awards for all executive officers. Additionally, from time to time the Committee retains outside compensation experts to review current
compensation and equity award plans and recommends to the Board of Directors the adoption of additional equity plans and grants under such
plans.

        No action or recommendation of the Committee taken or made during 2004 was modified or rejected in any material way by the Board of
Directors.

*
If we intend to incorporate this specific section by reference in any of our filings pursuant to the Securities Act of 1933, as amended,
or the Securities Exchange Act of 1934, as amended, we will specifically incorporate this section by name in such reference in a given
filing. Otherwise, any general statement about incorporating this proxy statement by reference into any such filing will not apply to
this section. This section shall not be deemed soliciting material or otherwise deemed filed under either such Acts.
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        Our executive compensation program is designed to attract, retain and motivate the senior executive talent necessary to effectively manage
the Company. The program also aims to support the creation of stockholder value and is designed to make pay consistent with performance.
When establishing salaries, bonuses and stock or equity awards for executive officers, the Committee considers the individual's role, leadership
responsibilities and performance during the last year and the amount of compensation paid to executive officers in similar positions at companies
that compete with us for executives.

        The Committee's belief historically has been that the Company's performance generally is reflected in its stock price.

        Therefore, the Company has historically generally paid base salaries and cash bonuses that have been in the lower half for executive
officers at similar companies. This cash compensation has been supplemented with equity awards that are tied to the per
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