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As filed with the Securities and Exchange Commission on August 20, 2003
Registration No. 333-                    

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM S-3
REGISTRATION STATEMENT

Under
THE SECURITIES ACT OF 1933

HAWAIIAN ELECTRIC INDUSTRIES, INC.
(Exact name of registrant as specified in its charter)

Hawaii 99-0208097 (State or other jurisdiction
of incorporation or organization) (I.R.S. Employer

Identification No.)

900 Richards Street, Honolulu, Hawaii 96813 (808) 543-5662

(Address, including zip code, and telephone number, including area code, of registrant�s principal executive offices)

ERIC K. YEAMAN
900 Richards Street, Honolulu, Hawaii 96813 (808) 543-7750

(Name. address, including zip code, and telephone number, including area code, of agent for service)

Copy to:

DAVID J. REBER, ESQ.

Goodsill Anderson Quinn & Stifel LLP
1099 Alakea Street

Honolulu, Hawaii 96813

Approximate date of commencement of proposed sale to public:
As soon as practicable after the effective date of this Registration Statement.

    If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment plans, please check the
following box.  o

    If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the
Securities Act of 1933, other than securities offered only in connection with dividend or interest reinvestment plans, check the following box:  x

    If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the
following box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering.  o

    If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering.  o
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    If delivery of the prospectus is expected to be made pursuant to Rule 434, check the following box.  o

CALCULATION OF REGISTRATION FEE

Proposed Proposed
Amount Maximum Maximum

Title of Each Class of Securities to be Offering Price Aggregate Amount of
to be Registered Registered Per Unit Offering Price Registration Fee

Common Stock (without par value) 2,500,000 Shares(1)(2) $42.04(3) $105,100,000(3) $8,503(2)

Common Stock Rights (4) (4) (4) (4)

(1) The maximum number of securities purported to be registered by this registration statement is subject to adjustment in accordance with
certain provisions of the Plan. Accordingly, pursuant to Rule 416 under the Securities Act this registration statement covers, in addition to
the number of shares stated above, an indeterminate number of shares which may become issuable after the operation of any stock
dividends, stock splits and similar changes.

(2) Pursuant to Rule 429 under the Securities Act of 1933, this Registration Statement also relates to 582,650 shares of Common Stock of the
Registrant registered pursuant to Registration Statement No. 333-56312. A registration fee of $5,209 relating to said 582,650 shares was
paid at the time of the filing of Registration No. 333-56312. The registration fee paid herewith relates only to the 2,500,000 additional
shares of Common Stock registered pursuant hereto.

(3) Estimated solely for the purpose of determining the registration fee pursuant to Rule 457(c) based upon the average of the high and low
prices reported in the consolidated reporting system for the New York Stock Exchange for August 18, 2003.

(4) A Common Stock Right is attached to each share of Common Stock which, prior to the occurrence of certain events, is initially evidenced
by and traded together with the Common Stock of the Registrant. Value attributable to such right, if any, is reflected in the market price of
the Common Stock.

    The registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until
the registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective
in accordance with Section 8(a) of the Securities Act of 1933 or until the Registration Statement shall become effective on such date as
the Commission, acting pursuant to said Section 8(a), may determine.
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Information contained herein is subject to completion or amendment. A Registration Statement relating to these securities has been
filed with the Securities and Exchange Commission. These securities may not be sold nor may offers to buy be accepted prior to the
time the Registration Statement becomes effective. This prospectus shall not constitute an offer to sell or the solicitation of an offer to
buy nor shall there be any sale of these securities in any state in which such offer, solicitation or sale would be unlawful prior to
registration or qualification under the securities laws of any such state.

Subject to Completion
Preliminary Prospectus dated August 20, 2003

PROSPECTUS

HAWAIIAN ELECTRIC INDUSTRIES, INC.
Dividend Reinvestment and Stock Purchase Plan

3,082,650 Shares of Common Stock
(Without Par Value)

Hawaiian Electric Industries, Inc. (the �HEI� or �Company�) is offering a convenient method of purchasing additional shares of the Company�s
Common Stock pursuant to the Hawaiian Electric Industries, Inc. Dividend Reinvestment and Stock Purchase Plan (the �Plan�) with dividends
paid on the Company�s common stock (�Common Stock�), with dividends paid on the preferred stock (�Preferred Stock�) of its electric utility
subsidiaries, and with optional cash investments. Any person or entity, whether or not a holder of Common Stock or Preferred Stock, is eligible
to join the Plan, subject to applicable laws and regulations and the requirements of the Plan. The Company�s electric utility subsidiaries are
Hawaiian Electric Company, Inc. and its subsidiaries Maui Electric Company, Limited and Hawaii Electric Light Company, Inc.

Participants in the Plan may:

� Reinvest all or a portion of cash dividends on Common Stock or Preferred Stock registered in their names or in their Plan accounts.

� Purchase Common Stock with an initial cash investment of at least $250.

� Make additional optional purchases of Common Stock of at least $25 up to a maximum of $120,000 per calendar year, including any initial
purchase.

� Receive, upon a signed written request, certificates for whole shares of Common Stock credited to their Plan accounts.

� Deposit certificates representing Common Stock into the Plan for safekeeping.

� Sell shares of Common Stock credited to their Plan accounts through the Plan.

Shares of Common Stock will, at the option of the Company, be newly issued shares purchased from the Company or shares purchased on
the open market. Purchases on the open market will be effected through an independent agent appointed by the Company. The Common Stock is
listed on the New York Stock Exchange. The closing price of the Common Stock on August 18, 2003 on the New York Stock Exchange was
$42.00.

The purchase price of newly issued shares of Common Stock purchased under the Plan will be the average of the high and low sales prices
for Common Stock on the composite tape for stocks listed on the New York Stock Exchange on the business day prior to the purchase. The
purchase price of Common Stock purchased on the open market will be the weighted average price per share (adjusted for brokerage fees and
commissions, any service charges and applicable taxes) of the aggregate number of shares purchased during the applicable investment period.
Plan participants bear the cost of brokerage fees and commissions, any related service charges and applicable taxes relating to shares of
Common Stock purchased or sold on the open market, and the Company currently charges participants who reinvest Common Stock or Preferred
Stock dividends a fee of $0.50 per quarter (subject to change with prior notice) to defray in part the administrative costs of the Plan incurred by
the Company. The Company reserves the right to charge fees to participants to recover up to the actual costs of the Plan. (See Question 10.)

Edgar Filing: HAWAIIAN ELECTRIC INDUSTRIES INC - Form S-3

4



To the extent required by applicable law in certain jurisdictions, shares of Common Stock offered under the Plan to persons not presently
record holders of Common Stock may be offered only through a registered broker/dealer in such jurisdictions.

This Prospectus relates to 582,650 shares of Common Stock registered under the Plan and unissued as of August 15, 2003, and to an
additional 2,500,000 shares of the Company�s authorized but unissued Common Stock, and describes the Plan as amended to date. Please retain it
for future reference.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION, NOR HAS THE
COMMISSION OR ANY STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY OR
ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE.

The date of this Prospectus is                   , 2003
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WHERE YOU CAN FIND MORE INFORMATION

      This prospectus is part of a registration statement on Form S-3 filed with the SEC under the Securities Act of
1933. The registration statement contains additional information and exhibits not included in this prospectus and
refers to documents that are filed as exhibits to other SEC filings. HEI is subject to the informational requirements of
the Securities Exchange Act of 1934 and, therefore, files annual, quarterly and current reports, proxy statements and
other information with the SEC. You may read and copy the registration statement and any document that HEI files at
the SEC�s public reference room at 450 Fifth Street, N.W., Washington, D.C. 20549. You can call the SEC�s toll-free
telephone number at 1-800-SEC-0330 for further information on the public reference room. The SEC maintains a web
site at http://www.sec.gov that contains reports, proxy and information statements and other information regarding
companies (such as HEI) that file documents with the SEC electronically. The documents can be found by searching
the EDGAR Archives at the SEC�s web site. HEI�s SEC filings, and other information with respect to HEI, may also be
obtained on the Internet at HEI�s web site at http://www.hei.com. This information on HEI�s website is not incorporated
by reference in this prospectus.

      The SEC allows HEI to �incorporate by reference� the information that it files with the SEC, which means that HEI
can disclose important information to you by referring you to those documents. The information incorporated by
reference is considered to be a part of this prospectus and should be read with the same care. Later information that
HEI files with the SEC will automatically update and supersede information in this prospectus or an earlier filed
document. HEI has filed with the SEC (File No. 1-8503) and incorporates by reference the following documents:

      (1) The Company�s Annual Report on Form 10-K for the year ended December 31, 2002;

      (2) The Company�s Quarterly Reports on Form 10-Q for the quarter ended March 31, 2003 and June 30, 2003;

      (3) The Company�s Current Reports on Form 8-K filed on January 14, 2003, January 21, 2003, February 26, 2003,
March 10, 2003, April 22, 2003, May 6, 2003, May 16, 2003, July 10, 2003 and July 22, 2003;

      (4) The description of the Common Stock of the Company contained in the Registration Statement for such
Common Stock filed under Section 12 of the Exchange Act, and in past and future amendments thereto and in those
portions of periodic reports filed under the Exchange Act for the purpose of updating such description, as such
description has most recently been updated in the Company�s Annual Report on Form 10-K for the year ended
December 31, 1997; and

      (5) All reports and other documents subsequently filed by the Company pursuant to Sections 13(a), 13(c), 14 or
15(d) of the Exchange Act prior to the filing of a post-effective amendment which indicates that all Common Stock
offered hereby has been sold or which deregisters all securities then remaining unsold.

      You may request a free copy of any of these incorporated documents by writing or telephoning HEI at the
following address or telephone number: Shareholder Services Division, Hawaiian Electric Industries, Inc., P.O.
Box 730, Honolulu, Hawaii 96808-0730, telephone: (808) 532-5841.
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THE COMPANY

      HEI was incorporated in 1981 under the laws of the State of Hawaii and is a holding company whose principal
subsidiaries are engaged in the electric utility and banking businesses in the State of Hawaii. HEI�s predecessor,
Hawaiian Electric Company, Inc., or HECO, was incorporated in 1891 under the laws of the Kingdom of Hawaii (now
the State of Hawaii). As a result of a 1983 corporate reorganization, HECO became an HEI subsidiary and the
common shareholders of HECO became common shareholders of HEI. By virtue of its ownership of utility
subsidiaries, HEI is a holding company under the Public Utility Holding Company Act of 1935, but claims exemption
from all provisions thereof except Section 9(a)(2). HEI�s executive offices are located at 900 Richards Street,
Honolulu, Hawaii 96813, and its telephone number is (808) 543-5662.

      HECO is a regulated electric public utility company engaged in the production, purchase, transmission,
distribution and sale of electric energy on the island of Oahu, in the State of Hawaii. HECO�s subsidiaries, Hawaii
Electric Light Company, Inc., or HELCO, incorporated on December 5, 1894, and Maui Electric Company, Limited,
or MECO, incorporated on April 28, 1921, are also regulated electric public utilities, and provide electric service on
the islands of Hawaii, Maui, Lanai and Molokai in the State of Hawaii. HECO and its electric utility operating
subsidiaries serve over 400,000 customers in a service area of approximately 5,766 square miles.

      HEI�s other principal subsidiary is American Savings Bank, F.S.B., or ASB, with branches throughout the State of
Hawaii. ASB, acquired in 1988, is a federally chartered savings bank with 71 branches as of June 30, 2003, providing
a wide range of banking services to individual and corporate customers within Hawaii. As of June 30, 2003, ASB was
the third largest financial institution in Hawaii based on total assets of $6.5 billion and deposits of $3.9 billion.

      HEI is a legal entity separate and distinct from its various subsidiaries. As a holding company with no significant
operations of its own, the principal sources of its funds are dividends or other distributions from its operating
subsidiaries, borrowings and sales of equity. The ability of certain of the Company�s subsidiaries to pay dividends or
make other distributions to the Company is subject to contractual and regulatory restrictions, including the provisions
of an agreement with the Hawaii Public Utilities Commission and the capital distribution regulations of the Office of
Thrift Supervision, as well as restrictions and limitations set forth in debt instruments, preferred stock resolutions and
guarantees.

      For additional information concerning HEI�s and its subsidiaries� businesses and affairs, including their capital
requirements and external financing plans, pending legal and regulatory proceedings, descriptions of certain laws and
regulations to which those companies are subject, and possible restrictions on the ability of certain of HEI�s
subsidiaries to pay dividends or make other distributions to HEI, prospective purchasers should refer to the documents
incorporated by reference that are listed under the caption �Where You Can Find More Information�.

DESCRIPTION OF THE PLAN

      The following is a summary in question and answer form of the principal provisions of the Plan. This summary
does not purport to be complete nor to modify the Plan, and is qualified in its entirety by reference to the provisions of
the Plan. In case of any conflict, the provisions of the Plan will govern.

3
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Purpose of the Plan

1. What is the purpose of the Plan?

      The purpose of the Plan is to provide holders of record of Common Stock and/or Preferred Stock, and any other
individual of legal age and any entity (�Nonholder�), with a convenient method of buying Common Stock using their
cash dividends and/or making optional cash investments.

Certain Features of the Plan

2. What are some of the important features of the Plan?

� A participant may elect to have cash dividends on all or a portion of the participant�s shares of Common Stock or
Preferred Stock automatically reinvested. (See Question 9.)

� A participant may purchase Common Stock each month with optional cash investments of not less than $25 per
investment and not more than an aggregate of $120,000 per calendar year. (See Questions 18 and 19.)

� Any individual of legal age or entity may join the Plan by making a minimum initial cash investment of $250
(maximum of $120,000). (See Questions 6 and 7.)

� A participant may have the Administrator sell all or any of his or her Plan shares, subject to certain charges. (See
Questions 10 and 32 � 36.)

� Full investment of funds is possible under the Plan (subject to minimum and maximum purchase requirements)
because both full and fractional shares will be credited to the participant�s Plan account. (See Question 14.)

� A participant may deposit any or all the participant�s shares of Common Stock with the Administrator for
safekeeping and will receive credit to the participant�s Plan account for such shares. (See Question 23.)

� No interest is paid on reinvested dividends or optional cash investments received by the Plan. (See Question 15.)

� Certain participants will receive periodic statements of account. (See Questions 20 and 21.)
Administration of the Plan

3. Who administers the Plan?

      The administrator of the Plan (the �Administrator�) keeps records, sends periodic statements to participants and
performs other clerical and administrative duties relating to the Plan. The Shareholder Services Division of the
Company presently serves as the Administrator. The Company believes that the Shareholder Services Division�s
position as Administrator, as compared to that of a registered broker-dealer or federally insured banking institution,
poses no additional material risks to participants. The Company believes this because the Shareholder Services
Division�s duties are limited to clerical and administrative tasks such as keeping records and sending periodic
statements, because the Company has an errors and omissions policy which covers the Shareholder Services Division,
and because the Company has established an escrow with a bank to hold optional cash investments pending
investment pursuant to the Plan, thereby reducing the risk to participants. (See Question 18.)

4
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4. Whom should I contact with questions concerning the Plan and its administration?

      For all communications about the Plan, please contact:

HAWAIIAN ELECTRIC INDUSTRIES, INC.

ATTENTION: DIVIDEND REINVESTMENT AND STOCK PURCHASE PLAN
P.O. BOX 730

HONOLULU, HI 96808-0730
TELEPHONE: (808) 532-5841
FACSIMILE: (808) 532-5868

5. Who holds the shares credited to participants� Plan accounts?

      Shares of Common Stock purchased under the Plan are registered in the name of an independent trustee (the
�Trustee�). Pacific Century Trust, a division of Bank of Hawaii, currently serves as Trustee under the Plan. Should it
become necessary or desirable to replace Pacific Century Trust as Trustee, the Company may appoint a successor
Trustee.

Participation in the Plan

6. Who is eligible to participate?

      Any person or entity, whether or not a holder of Common Stock or Preferred Stock, is eligible to join the Plan,
provided that (i) such person or entity fulfills the prerequisites for participation described under Question 7, and
(ii) participation would not violate securities or other laws of the state, territory or country where the participant
resides that are applicable to the Company, the Plan or the participant. A beneficial owner of Common Stock and/or
Preferred Stock whose shares are registered in the name of another (e.g., a broker or bank nominee), if the owner
would like such shares to participate in the Plan, must first either have the shares transferred into such beneficial
owner�s name or, in the case of Common Stock only, to the Trustee for safekeeping. The Company reserves the right to
restrict participation in the Plan if it believes that such participation may be contrary to the general intent of the Plan
or in violation of applicable law. A participant must maintain at least one whole share in the Plan to maintain a Plan
account.

7. How do I enroll?

      Current participants will automatically be participants in the Plan as amended to date, and need do nothing to
continue their participation.

      After receiving a copy of this Prospectus, eligible applicants may join the Plan by completing and signing a
�Shareholder Authorization Form� (for holders of Common Stock or Preferred Stock) or a �Nonholder Enrollment Form�
(for nonholders). Holders of Common Stock or Preferred Stock may elect in the Form to have dividends reinvested in
whole or in part, to make an initial cash investment or to make optional cash investments only. If a participant signs a
Shareholder Authorization Form, dividends on all shares of Common Stock and Preferred Stock registered in the
participant�s name will be reinvested under the Plan, unless the participant elects to receive dividends in whole or in
part on the Form. If such a holder does not select an option, all dividends on Common Stock and Preferred Stock in
such holder�s name, and on Common Stock held under the Plan for the holder, will be reinvested in shares of Common
Stock pursuant to the Plan. The execution of a Nonholder Enrollment Form will result in the reinvestment of all
dividends held under the Plan for the participant, unless the participant submits a Shareholder
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Authorization Form and selects a different investment option in that Form. Nonholders must make an initial cash
investment of not less than $250 and not more than $120,000.

      Participants may change any of the designations in a Form by signing a new form and submitting it to the
Administrator. Any election to reinvest dividends or to change any option with respect thereto will be effective on the
next record date after the Administrator receives the new form.

8. Where can I get Shareholder Authorization Forms and Nonholder Enrollment Forms?

      The Forms may be obtained from the Administrator at the address or by calling the telephone number noted under
Question 4.

9. What investment options are available to participants?

      Each participant must elect one of the following investment options:

 Full Dividend Reinvestment � Participant automatically reinvests cash dividends on all shares of Common
Stock and Preferred Stock.

 Partial Dividend Reinvestment � Participant specifies the number of shares of Common Stock, and the
number and class and series of shares of Preferred Stock, as to which the participant wishes to receive cash
dividends, and automatically reinvests the remainder of the cash dividends.

 Optional Cash Investments Only/ No Dividend Reinvestment � Participant receives cash dividends on all
shares of Common Stock and Preferred Stock.

      Under any of the investment options, a participant may make optional cash investments of a minimum of $25 (or a
minimum of $250 for the initial investment by a nonholder) and a maximum of $120,000 per calendar year (including
the initial investment) towards the purchase of additional shares of Common Stock. (See Questions 18 and 19.)

      If participants do not indicate an investment option on the enrollment form, their account will automatically be
enrolled in the �Full Dividend Reinvestment� option.

Fees and Charges

10. Are there any fees or charges to a participant in connection with purchases or sales under the Plan?

      Participants in the Plan will bear the cost of brokerage fees and commissions, any service charges and applicable
taxes related to shares purchased or sold on the open market. Under the Plan, the Company may charge participants
fees to recover up to the actual administrative costs of the Plan. To defray in part the costs the Company incurs in
administering the Plan, the Company currently charges each participant who reinvests Common Stock or Preferred
Stock dividends an administrative fee of $0.50 per quarter. This fee does not apply to participants who do not reinvest
dividends. The Company reserves the right at any time to change this fee or to charge participants (including those
who do not reinvest dividends) other fees, including but not limited to administrative, setup and handling fees. Notices
of such future changes or additional fees will be sent to participants at least 30 days prior to their effective date. (See
Question 35.)

      A $20 service fee will be assessed for each item that is returned for insufficient funds. The Administrator may
place a hold on the account until the �insufficient funds� fee is received, sell shares from the account to collect the
�insufficient funds� fee, or withhold the amount of the �insufficient funds� fee from future optional cash investments.
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Purchases under the Plan

11. What is the source of shares purchased under the Plan?

      Common Stock will be obtained through purchases of newly-issued shares from the Company or through open
market purchases of shares. The Company will not change the method of acquiring shares of Common Stock more
than once in any three-month period.

12. How will open market purchases of Common Stock be made under the Plan?

      Open market purchases of Common Stock will be made through an independent agent (the �Broker�) selected by the
Company. The Company will not control or influence the prices or timing of open market purchases made by the
Broker, the amount of shares to be purchased (other than specifying the aggregate dollar amount to be invested), the
manner of purchase of shares or the selection of a broker or dealer through which purchases will be made.

13. What will be the price of shares of Common Stock purchased under the Plan?

      The price of newly-issued shares purchased directly from the Company will be the average of the high and low
sales prices of the Common Stock on the composite tape for stocks listed on the New York Stock Exchange on the
business day prior to the Investment Date (as defined under Question 15) or the next preceding day on which the
Company�s Common Stock is traded if there is no trade reported on that business day. The price of Common Stock
purchased on the open market will be the weighted average price per share (adjusted for brokerage fees and
commissions, any service charges and applicable taxes) of the aggregate number of shares purchased during the
applicable Investment Period.

14. How many shares of Common Stock will be purchased by the Plan?

      The number of shares to be purchased by the Plan for each participant will equal the amount of the participant�s
reinvested dividends and optional cash investments, less administrative fees and amounts required to be withheld for
tax purposes, divided by the purchase price of the shares (adjusted for brokerage fees and commissions, any service
charges and applicable taxes). Both whole shares and fractional shares (computed to four decimal places) will be
credited by the Plan to the accounts of its participants.

15. When will purchases be made under the Plan?

      Newly-issued shares will be purchased from the Company on the applicable Investment Date and shares acquired
on the open market will be purchased during an investment period commencing on the applicable Investment Date and
ending thirty (30) days thereafter (each, an �Investment Period�). Dividends not invested in shares of Common Stock
within 30 days of the dividend payment date, optional cash investments not invested in shares of Common Stock
within 35 days of receipt, and any funds not invested within an Investment Period, will be promptly returned, without
interest, to the participant. Funds to be invested during any Investment Period will be invested to the extent possible
before funds from any subsequent Investment Period are invested, and funds related to different Investment Periods
will not be pooled for purposes of computing per share prices.

      Investment Dates for optional cash investments shall occur twice a month on the 15th and 30th days of each month
(except that the second Investment Date for February will be the last day of the month). Investment Dates for
Common Stock dividends and Preferred Stock dividends shall be on the dividend payment date or within three
(3) business days prior to the dividend payment date (with settlement in
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such case occurring on or after the dividend payment date). The dividend payment date for Common Stock dividends
is normally expected to be the 10th day of March, June, September and December each year, and for Preferred Stock
is normally expected to be the 15th day of January, April, July and October each year, but the actual dates could vary.
If an Investment Date is not a business day based on the foregoing, the Investment Date will be the next succeeding
business day.

      If the Broker is unable to invest all cash dividends or optional cash investments in shares of Common Stock on the
open market, the shares purchased by the Broker shall be allocated to participants on a pro rata basis based, first, on
reinvested dividends and, if any shares are remaining, then based on optional cash investments, and any remaining
funds will be returned to participants.

      Participants may not select the precise time for purchases and a number of days may elapse before dividends and
optional cash investments are invested in shares of Common Stock. Interest will not be paid on cash dividends or
optional cash investments prior to or after their investment in Common Stock or if for any reason such dividends and
investments are not so invested. Any interest earned on dividends or optional cash investments will be the property of
the Company.

Dividend Reinvestment

16. How does the dividend reinvestment feature of the Plan work?

      Cash dividends to be reinvested will remain with the Company if reinvested on the dividend payment date in
shares newly issued by the Company. To the extent shares will not be so purchased on the dividend payment date or
are to be purchased by the Plan on the open market, cash dividends will be delivered to an escrow account or to the
Broker pending investment concurrently with payment of cash dividends to nonparticipating shareholders. Such
dividends will be credited to each participant�s account under the Plan and will be automatically reinvested to purchase
additional Common Stock on behalf of the participants during the applicable Investment Period in the manner
described under Question 15. The amount of any United States income tax withholding and any administrative fees
will be deducted from the amount of dividends on Common Stock and/or Preferred Stock to determine the amount of
dividends to reinvest.

17. Will participants be credited with dividends on fractional shares?

      Yes. Plan accounts will be credited on the payment dates with dividends on whole shares and fractional shares of
Common Stock held in participants� accounts on the applicable record dates.

Optional Cash Investments

18. How are optional cash investments made?

      Optional cash investments by a participant cannot be less than $25 per investment nor more than a total of
$120,000 per calendar year (including for purposes of this limitation the initial investment made by a nonholder upon
enrollment in the Plan). In the case of nonholders, the initial cash investment with the Nonholder Enrollment Form
must be at least $250.

      Optional cash investments may be made by sending either a check or money order in U.S. Dollars payable to
HEI/DRIP, addressed to Hawaiian Electric Industries, Inc., Attn: Dividend Reinvestment and Stock Purchase Plan,
P.O. Box 730, Honolulu, HI 96808-0730. The Plan may reject checks payable to a party other than HEI/DRIP
even if endorsed for payment to the Plan. Optional cash investments must not be included in remittances for
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      If a participant wishes to make one cash investment of the same amount each month, the participant may use the
Plan�s automatic cash investment option. This allows a participant to make one cash investment of the same amount
each month by automatic deduction of that amount from the participant�s designated bank account. Employees of the
Company and certain of its subsidiaries may also make cash investments through payroll deductions or by other
means, subject to approval by the Treasurer of the Company or the Administrator.

      The forms to accompany optional cash investments, and to authorize such automatic deduction of optional cash
investments, may be obtained from the Administrator at the address noted under Question 4.

      Optional cash investments will be promptly forwarded to a segregated escrow account at a bank designated by the
Company (�Escrow Agent�) to be held for the benefit of the participants pending investment in shares of Common
Stock. Any interest earned on such funds prior to their investment is the property of the Company. The current Escrow
Agent is Central Pacific Bank. Should it become necessary or desirable to replace Central Pacific Bank as Escrow
Agent, the Company may appoint a successor Escrow Agent.

      The Administrator must receive requests for refunds of optional cash investments in writing at least five (5) days
before the applicable Investment Date. Refunds will be processed as soon as practicable. A participant may not
request a refund for an investment through the automatic cash investment option.

19. When must optional cash investments be received?

      Optional cash investments must be received by the Administrator at least 5 days before the applicable Investment
Date in order to be invested on or commencing on that Investment Date. (See Question 15.)

Account Records and Reports to Participants

20. What records are maintained of a participant�s ownership of Common Stock under the Plan?

      The Administrator will maintain an individual account for each participant recording the participant�s ownership
interests in the Plan.

21. What kind of reports will be sent to participants in the Plan?

      Participants who have reinvested dividends during a quarterly period will receive quarterly statements of account.
A Participant who has not reinvested any dividends during a quarter will not receive such a statement of account for
that quarter but will be notified with each dividend check as to the number of shares held for such participant under
the Plan. Monthly statements will also be sent to participants who have made optional cash investments or have had
other activity (other than reinvestment of dividends) in the account during the month. In addition, participants will be
sent copies of the same communications sent to other holders of Common Stock, including the Company�s summary
report to shareholders, annual report, notices of meetings of shareholders, proxy statements and information for
income tax reporting purposes.

Registration of Shares

22. Will certificates be issued to participants for shares of Common Stock purchased under the Plan?

      Unless a participant withdraws shares from the Plan or terminates participation in the Plan (See Questions 24 � 31),
certificates for shares of Common Stock purchased under the Plan will not be issued
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to participants. Instead, shares of Common Stock will be registered in the name of the Trustee as agent for participants
in the Plan.

Safekeeping of Shares

23. Does the Plan offer a safekeeping service for shares?

      Yes. A holder of record of Common Stock who submits a Shareholder Authorization Form may elect to transfer
such holder�s shares without charge to the Trustee for credit to the holder�s Plan account and for safekeeping under the
Plan. The Trustee also holds for safekeeping the shares purchased through the Plan unless the shares are withdrawn by
or distributed to the participant upon termination. (See Question 22.) These safekeeping arrangements protect against
loss, theft and destruction of stock certificates. Shares of Preferred Stock may not be transferred to the Trustee for
safekeeping.

Termination of Participation in the Plan

24. When and how may a participant terminate participation in the Plan?

      A participant may terminate participation in the Plan as to all (but not less than all) Common Stock and Preferred
Stock by signing and submitting a written notification to the Administrator. Any notice of termination received on or
after an ex-dividend record date will be processed as soon as practicable after the dividends payable on the record date
have been paid and reinvested in accordance with the Plan. The �ex-dividend record date� for purposes of the Plan is
three (3) business days before the dividend record date. A participant must wait at least two (2) weeks after the
purchase of shares before terminating participation in the Plan.

      A participant must also maintain at least one whole share in the Plan to keep an active account. If a participant
does not do so, the participant�s participation in the Plan may be terminated, in which case the participant will receive a
cash payment for the fractional shares based on the average of the high and low sales prices of the Common Stock on
the composite tape for stocks listed on the New York Stock Exchange.

25. What occurs following receipt by the Administrator of a participant�s signed written notice of termination of
participation in the Plan?

      Within 10 business days after receipt of the notice (or the reinvestment of dividends if the notice is received
between the ex-dividend record and payment dates), certificates for shares of Common Stock will be issued to the
participant and a cash payment will be made for any fractional share. In no case will fractional shares be issued.

26. Will a participant be allowed to re-enroll in the Plan after terminating participation?

      Termination of participation in the Plan will not preclude re-enrollment, except that the Company reserves the
right to reject re-enrollment where in its sole discretion it deems there have been excessive terminations and
re-enrollments. If you are no longer a stockholder of record you can enroll by completing a Nonholder Enrollment
Form along with a $250 minimum investment.

10

Edgar Filing: HAWAIIAN ELECTRIC INDUSTRIES INC - Form S-3

19



Withdrawal of Shares from the Plan

27. How does a participant withdraw shares from the Plan?

      A participant may withdraw whole shares of Common Stock from the Plan by signing and submitting a written
notification to the Administrator.

28. When may a participant withdraw shares from the Plan?

      A participant must wait at least two (2) weeks after the purchase of shares before withdrawing shares from the
Plan. Any notice of withdrawal received by the Administrator between the ex-dividend record and payment dates will
not be effective until after the dividends have been paid and reinvested in accordance with the Plan.

29. How soon after notice of withdrawal of shares is given will the participant receive certificates for shares?

      Certificates for shares will be issued within 10 business days after receipt of the notice (or after the reinvestment
of dividends if the notice is received between the ex-dividend record and payment dates). In no case will certificates
for fractional shares be issued.

30. May a participant who withdraws shares from the Plan continue to participate in the Plan?

      Yes. Shares of Common Stock withdrawn from the Plan and registered in the participant�s name will continue to
participate in the Plan if the participant has so instructed the Administrator pursuant to a Shareholder Authorization
Form and has not terminated participation in the manner described under Question 24.

31. May a participant who requests the withdrawal of shares under the Plan have the withdrawn shares issued in the
name of another person?

      Yes. A participant may do so by submitting a properly completed and executed stock power, with a medallion
signature guarantee, and by complying with such other procedures as the Company or Administrator shall establish.
The forms necessary to effect any such transfer may be obtained from the Administrator at the address noted under
Question 4. However, any notice of name change received by the Administrator between the record and payment dates
will not be effective until after the dividends have been paid and reinvested in accordance with the Plan.

Sale and Other Transfer of Shares

32. May a participant sell, pledge, encumber, or otherwise transfer shares of Common Stock credited to such
participant�s account under the Plan?

      No. A participant wishing to pledge, encumber or otherwise dispose of such shares must first have those shares
registered in the participant�s or another person�s name by withdrawing the shares from the Plan. (See Question 31.)

11
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33. May a participant receive cash in lieu of shares of Common Stock upon termination of participation in the Plan or
withdrawal of shares from the Plan?

      Yes. The participant must submit a signed written request to the Administrator to sell such shares of Common
Stock and to distribute to the participant the net cash proceeds from such sale in lieu of shares. The Company may
retain a broker-dealer not affiliated with the Company to effect such sales.

34. If a participant requests a distribution of cash in lieu of certificates for shares, when will the Common Stock be
sold?

      If the shares will be sold on the open market, the sale will occur generally within the same period of time that
would be required if shares rather than cash were to be distributed. (See Question 25). Delays in selling shares are
possible, however, and interest will not be paid to a participant for any such delays and the participant assumes the
risk of any price fluctuations. A participant must wait at least two (2) weeks after the purchase of shares under the
Plan before selling the recently purchased shares from the Plan.

35. What amount will be distributed to a participant who requests a distribution of cash in lieu of shares?

      A check representing the selling price of the shares, less the brokerage fees and commissions, any withholding
required under applicable tax laws and a $15 service fee for the handling of each such request, will be sent to the
participant at the end of the settlement period.

36. What happens if a participant sells or transfers all of the shares held in certificate form and registered in the
participant�s name?

      Shares in the Plan will continue to participate in the Plan and dividends thereon will continue to be reinvested in
accordance with the participant�s instructions until the shares are withdrawn from the Plan or the participant terminates
participation in the Plan.

Voting of Shares in the Plan; Tender Offers

37. How will a participant�s shares of Common Stock be voted at meetings of shareholders of the Company?

      Participants will be sent notices of meetings, proxy statements and proxy forms for each shareholders� meeting.
Shares registered in a participant�s name will be voted directly by the participant. Shares held by the Trustee for a
participant will be voted in accordance with the participant�s instructions on a proxy form duly signed by the
participant. In the absence of such instructions, the Trustee will be deemed instructed to vote shares the same way the
participant votes shares registered in the participant�s name. In the absence of any such instructions, the Trustee will
vote shares in the same proportion as it votes shares as to which it has received instructions from other participants.

38. What arrangements will be made in the event of the commencement of a tender offer for shares of Common Stock
held in the Plan?

      The Company or the Trustee will notify each participant of the commencement of the tender offer and will provide
a means by which participants may direct the Trustee whether or not to tender the Company�s Common Stock credited
to their accounts.

12
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Stock Dividends and Stock Splits

39. What happens to participants� accounts if the Company issues a stock dividend or declares a stock split?

      Any stock dividends or split shares distributed by the Company on shares of Common Stock credited to the
account of a participant under the Plan will be added to the participant�s account.

Adjustment of Number and Kind of Registered Securities

40. Under what circumstances may the Company adjust the number and/or kind of registered securities?

      The Company may make appropriate and proportionate adjustments to the number or kind of securities registered
with the Commission if there is a decrease in the number of outstanding shares of Common Stock, an exchange of
such shares or a distribution with respect to such shares as a result of any merger, recapitalization, stock dividend,
stock split, reverse stock split or other distribution. Any such adjustment will be subject to federal and state securities
laws requirements.

Interpretation, Modification, Suspension or Termination of the Plan

41. To what extent may the Plan be modified, suspended or terminated by the Company?

      The Company reserves the right to suspend, modify or terminate, or make additions to, the Plan at any time, and
the Treasurer of the Company may interpret the Plan and make additions thereto which are not inconsistent with its
provisions. All participants will receive notice of any such suspension, modification, or termination. Upon termination
of the Plan by the Company, certificates for whole shares credited to a participant�s account under the Plan will be
issued and cash payments will be made in the same manner as if each participant had terminated participation in the
Plan.

Limitation of Liability

42. What limitations of liability exist under the Plan?

      Neither the Company nor the Administrator nor the Trustee nor any of their respective officers, directors,
representatives, employees or agents shall be liable for any damages resulting from any act or omission in connection
with the Plan in the absence of bad faith or gross negligence, including, without limitation, any claim of liability
arising out of failure to terminate a participant�s account upon the participant�s death, the price or timing at which
shares are purchased for participants� accounts or fluctuations in the market value of shares. However, the foregoing in
no way affects a participant�s right to bring a cause of action based on alleged violations of federal securities laws.

 Participants should recognize that neither the Company, the Administrator, the Broker nor the Trustee can
assure them of a profit or protect them against a loss on shares purchased for their account under the Plan.

FEDERAL INCOME TAX CONSIDERATIONS

      The following is a brief summary, under the Internal Revenue Code of 1986, as amended (the �Code�), of certain
applicable federal income tax aspects of participating in the Plan. In addition, there may be foreign, state and local
laws applicable to participation in the Plan. Since individual tax situations may vary, and since provisions of
the Code and other tax laws may be modified by subsequent
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amendments, participants should consult with their own tax advisors for advice on applicable federal, foreign,
state and local tax consequences of their participation in the Plan.

      A participant will be required to include in income for federal income tax purposes Common Stock dividends
whether cash is received or such amount is applied to the purchase of shares or to payment of administrative costs of
the Plan.

      A participant�s tax basis for shares of Common Stock purchased pursuant to the Plan will be equal to the amount of
reinvested dividends or optional cash investments used to purchase such shares. A participant�s holding period for
shares purchased with optional cash investments or Preferred Stock dividends will begin on the date after the shares
are purchased. A participant�s holding period for shares purchased with Common Stock dividends will begin on the
day following the date of distribution of the dividends. In the event shares are purchased on the open market, the
holding period for the shares will begin no later than the day after the date such shares are credited to the participant�s
account.

      A participant will not realize any taxable income upon receipt of certificates for shares credited to the participant�s
account. Gain or loss will be recognized when the shares of Common Stock from the participant�s account are sold
pursuant to the terms of the Plan.

      In the case of participants whose dividends are subject to tax withholding, such as United States income tax
withholding on foreign shareholders or 28% backup withholding, the amount of such tax withholding is deducted
from the dividends and the balance is reinvested. Statements of account for those participants indicate the amount
withheld.

USE OF PROCEEDS

      It is anticipated that the Common Stock offered hereby will be sold by the Company over a period of
approximately two years from the date hereof, but the Company does not know precisely the number of shares that
will ultimately be sold under the Plan or the prices at which shares will be sold. The net proceeds from the direct sale
by the Company to the Plan of authorized but unissued shares of Common Stock will broaden and strengthen the
equity base of the Company and are expected to be used primarily to help finance the capital expenditure and growth
programs of its subsidiaries and for working capital and general corporate purposes, including the reduction or
deferral of short-term borrowings that might otherwise be required.

PLAN OF DISTRIBUTION

      The Company may from time to time inform the general public about the Plan through announcements, newspaper
advertisements, circulars, notices and investor fairs. The Company may also from time to time inform those
prospective participants with whom the Company has a pre-existing, continuing relationship, such as shareholders,
customers and employees of the Company or its subsidiaries, about the Plan by including information with other
regular written communications with them, such as billing statements, annual reports and payroll stubs.

VALIDITY OF COMMON STOCK

      Counsel for the Company, Goodsill Anderson Quinn & Stifel LLP, Honolulu, Hawaii, has rendered an opinion
(filed as an Exhibit to the Registration Statement of which this Prospectus is a part) to the
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effect that the Common Stock offered hereby, when purchased by the Plan in the manner described in this Prospectus,
will be duly and validly issued, fully paid and nonassessable.

EXPERTS

      The consolidated financial statements and schedules of HEI and its subsidiaries as of December 31, 2002 and
2001, and for each of the years in the three-year period ended December 31, 2002, which consolidated financial
statements and schedules have been incorporated by reference and included, respectively, in HEI�s Annual Report on
Form 10-K for the year ended December 31, 2002, have been incorporated by reference herein and in the Registration
Statement of which this Prospectus is a part in reliance upon the reports of KPMG LLP, independent certified public
accountants, incorporated by reference herein, and upon the authority of said firm as experts in accounting and
auditing. The audit reports covering the December 31, 2002 consolidated financial statements and schedules refer to a
change to the accounting method for goodwill and other intangible assets and for stock-based compensation.
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Neither the delivery of this Prospectus nor any sales hereunder shall under any circumstances create any implication that there has
been no change in the affairs of the Company since the date hereof or that the information herein is correct as of any time subsequent to
the date hereof. No person has been authorized to give any information or to make any representations, other than as contained in this
Prospectus and in other documents relating to the Plan delivered to eligible parties and filed with the Securities and Exchange
Commission, in connection with this offer, and, if given or made, such information or representations must not be relied upon. This
Prospectus does not constitute an offer to sell, or a solicitation of an offer to buy, the securities to which this Prospectus relates in any
State to any person to whom it is unlawful to make such offer or solicitation in such State.
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PART II

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 14. Other Expenses of Issuance and Registration*

Securities and
Exchange
Commission
Registration Fee
 $8,503 
Printing expenses
  17,000 
Legal fees and
expenses
  18,000 
Accounting fees
and expenses
  10,000 
Blue Sky fees and
expenses
  6,000 
Other
  497    

Total
 $60,000    

* All amounts other than SEC registration fee are estimated.
Item 15. Indemnification of Directors and Officers

      The Restated Articles of Incorporation of HEI provide that HEI will indemnify any person against expenses
(including attorneys� fees), judgments, fines and amounts paid in settlement actually and reasonably incurred in
connection with any threatened, pending or completed action, suit or proceeding to which such person is a party or is
threatened to be made a party by reason of being or having been a director, officer, employee or agent of HEI,
provided that such person acted in good faith and in a manner the person reasonably believed to be in or not opposed
to the best interests of HEI, and, with respect to any criminal action or proceeding, had no reasonable cause to believe
his conduct was unlawful. With respect to an action brought by or in the right of HEI in which such person is
adjudged to be liable for negligence or misconduct in the performance of that person�s duty to HEI, indemnification
may be made only to the extent deemed fair and reasonable in view of all the circumstances of the case by the court in
which the action was brought or any other court having jurisdiction. The indemnification provisions in the Restated
Articles of Incorporation were authorized at the time of their adoption by the applicable provisions of the Hawaii
Revised Statutes, and substantially similar authorizing provisions are currently set forth in Section 414-242 of the
Hawaii Revised Statutes.

      At HEI�s annual meeting of stockholders held on April 18, 1989, the stockholders adopted a proposal authorizing
HEI to enter into written indemnity agreements with its officers and directors. Pursuant to such authority, HEI has
entered into agreements of indemnity with certain of its officers and directors. The agreements provide for mandatory
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indemnification of officers and directors to the fullest extent authorized or permitted by law, which could among other
things protect officers and directors from certain liabilities under the Securities Act of 1933. Indemnification under the
agreements may be provided without a prior determination that an officer or director acted in good faith or in the best
interests of HEI, and without prior court approval of indemnification of an officer or director adjudicated liable in a
shareholder�s derivative action. The agreements provide for indemnification against expenses (including attorneys�
fees), judgments, fines and settlement amounts in connection with any action by or in the right of HEI.

      Under a directors� and officers� liability insurance policy, directors and officers are insured against certain
liabilities, including certain liabilities under the Securities Act of 1933.
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Item 16. Exhibits

      The exhibits designated by an asterisk (*) are filed herein. The exhibits not so designated are incorporated by
reference to the indicated filing.

4(a) Restated Articles of Incorporation of Hawaiian Electric Industries, Inc. (previously filed as Exhibit 4(b) to Registration
Statement on Form S-3, Regis. No. 33-7895)

4(b) Articles of Amendment of Hawaiian Electric Industries, Inc. filed June 30, 1990 (previously filed as Exhibit 4(b) to
Registration Statement on Form S-3, Regis. No. 33-40813)

4(c) Amended and Restated By-Laws of Hawaiian Electric Industries, Inc. (previously filed as Exhibit 3(ii) to the Annual
Report on Form 10-K for the fiscal year ended December 31, 2001, File No. 1-8503)

*4(d) Hawaiian Electric Industries, Inc. Dividend Reinvestment and Stock Purchase Plan
4(e) Trust Agreement between Hawaiian Electric Industries, Inc. and Hawaiian Trust Company, Limited (now known as

Pacific Century Trust, a division of Bank of Hawaii) dated as of October 6, 1989 (previously filed as Exhibit 4(e) to
Registration Statement on Form S-3, Regis. No. 33-31449)

4(f) Escrow Agreement dated as of November 26, 2001 between Hawaiian Electric Industries, Inc. and Central Pacific Bank
(previously filed as Exhibit 4 to Quarterly Report on Form 10-Q for the quarter ended June 30, 2002, File No. 1-8503)

4(g) Rights Agreement dated as of October 28, 1997 by and between Hawaiian Electric Industries, Inc. and Continental Stock
Transfer & Trust Company, as Rights Agent (with the form of Rights Certificates attached as Exhibit B) (previously filed
as Exhibit 1 to Registration Statement on Form 8-A dated October 28, 1997, File No. 1-8503)

4(h) First Amendment, dated as of May 7, 2003, to Rights Agreement (dated as of October 28, 1997) between HEI and
Continental Stock Transfer & Trust Company, as Rights Agent (Exhibit 2 to Form 8-A/ A, dated May 8, 2003, File
No. 1-8503)

*5 Opinion of Goodsill Anderson Quinn & Stifel (including consent)
*8 Opinion of Goodsill Anderson Quinn & Stifel re tax matters
*23(a) Consent of KPMG LLP
*23(b) Consent of Goodsill Anderson Quinn & Stifel (included in Exhibit 5)
*24 Power of Attorney

Item 17. Undertakings

      HEI hereby undertakes:

      (1) To file, during any period in which offers or sales are being made, a post-effective amendment to this
registration statement:

      (a) To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933, unless the
information required to be included in such post-effective amendment is contained in a periodic report filed by
HEI pursuant to Section 13 or Section 15(d) of the Securities Exchange Act of 1934 and incorporated herein by
reference;

      (b) To reflect in the prospectus any facts or events arising after the effective date of the registration
statement (or the most recent post-effective amendment thereof) which, individually or in the aggregate,
represent a fundamental change in the information set forth in the registration statement, unless the information
required to be included in such post-effective
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amendment is contained in a periodic report filed with or furnished by HEI pursuant to Section 13 or
Section 15(d) of the Securities Exchange Act of 1934 and incorporated herein by reference. Notwithstanding
the foregoing, any increase or decrease in volume of securities offered (if the total dollar value of securities
offered would not exceed that which was registered) and any deviation from the low or the high end of the
estimated maximum offering range may be reflected in the form of prospectus filed with the Commission
pursuant to Rule 424(b) if, in the aggregate, the changes in volume and price represent no more than a
20 percent change in the maximum aggregate offering price set forth in the �Calculation of Registration Fee�
table in the effective registration statement; and

      (c) To include any material information with respect to the plan of distribution not previously disclosed in
the registration statement or any material change to such information in the registration statement.

      (2) That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective
amendment shall be deemed to be a new registration statement relating to the securities offered therein, and the
offering of such securities at that time shall be deemed to be the initial bona fide offering thereof.

      (3) To remove from registration by means of post-effective amendment any of the securities being registered
which remain unsold at the termination of the offering.

      HEI hereby undertakes that, for purposes of determining any liability under the Securities Act of 1933, each filing
of HEI�s annual report pursuant to Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934 that is
incorporated by reference in the registration statement shall be deemed to be a new registration statement relating to
the securities offered therein, and the offering of such securities at that time shall be deemed to be the initial bona fide
offering thereof.

      Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors,
officers and controlling persons of HEI pursuant to the provisions described under Item 15 above, or otherwise, HEI
has been advised that in the opinion of the Securities and Exchange Commission such indemnification is against
public policy as expressed in the Act and is, therefore, unenforceable. In the event that a claim for indemnification
against such liabilities (other than the payment by HEI of expenses incurred or paid by a director, officer or
controlling person of HEI in the successful defense of any action, suit or proceeding) is asserted by such director,
officer or controlling person in connection with the securities being registered, HEI will, unless in the opinion of its
counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question
whether such indemnification by it is against public policy as expressed in the Act and will be governed by the final
adjudication of such issue.
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SIGNATURES

      Pursuant to the requirements of the Securities Act of 1933, the registrant certifies that it has reasonable grounds to
believe that it meets all of the requirements for filing on Form S-3 and has duly caused this Registration Statement to
be signed on its behalf by the undersigned, thereunto duly authorized, in the City and County of Honolulu, State of
Hawaii, on the 20th day of August, 2003.

HAWAIIAN ELECTRIC INDUSTRIES, INC.

By: /s/ ERIC K. YEAMAN

Eric K. Yeaman
Financial Vice President, Treasurer and

Chief Financial Officer
      Pursuant to the requirements of the Securities Act of 1933, this Registration Statement has been signed below by
the following persons in the capacities and on the dates indicated.

Signatures Title Date

/s/ ROBERT F. CLARKE*

Robert F. Clarke

Chairman, President, Chief Executive
Officer and Director

August 20, 2003

/s/ ERIC K. YEAMAN*

Eric K. Yeaman

Financial Vice President, Treasurer and
Chief Financial Officer

August 20, 2003

/s/ CURTIS Y. HARADA*

Curtis Y. Harada

Controller and Principal Accounting
Officer

August 20, 2003

/s/ DON E. CARROLL*

Don E. Carroll

Director August 20, 2003

/s/ SHIRLEY J. DANIEL*

Shirley J. Daniel

Director August 20, 2003

/s/ CONSTANCE H. LAU*

Constance H. Lau

Director August 20, 2003

/s/ VICTOR HAO LI*

Victor Hao Li

Director August 20, 2003

/s/ T. MICHAEL MAY*

T. Michael May

Director August 20, 2003
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Signatures Title Date

/s/ BILL D. MILLS*

Bill D. Mills

Director August 20, 2003

A. Maurice Myers

Director August 20, 2003

/s/ DIANE J. PLOTTS*

Diane J. Plotts

Director August 20, 2003

/s/ JAMES K. SCOTT*

James K. Scott

Director August 20, 2003

/s/ OSWALD K. STENDER*

Oswald K. Stender

Director August 20, 2003

/s/ KEVIN H. TAKETA*

Kevin H. Taketa

Director August 20, 2003

/s/ JEFFREY N. WATANABE*

Jeffrey N. Watanabe

Director August 20, 2003

*By: /s/ ERIC K. YEAMAN

Eric K. Yeaman
For himself and as Attorney-In- Fact for
the above mentioned officers and directors
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EXHIBIT INDEX

      The exhibits designated by an asterisk (*) are filed herein. �The exhibits not so designated are incorporated by
reference to the indicated filing.

Exhibit
Number Description

4(a) Restated Articles of Incorporation of Hawaiian Electric Industries, Inc. (previously filed as Exhibit 4(b) to
Registration Statement on Form S-3, Regis. No. 33-7895)

4(b) Articles of Amendment of Hawaiian Electric Industries, Inc. filed June 30, 1990 (previously filed as Exhibit 4(b) to
Registration Statement on Form S-3, Regis. No. 33-40813)

4(c) Amended and Restated By-Laws of Hawaiian Electric Industries, Inc. (previously filed as Exhibit 3(ii) to the
Annual Report on Form 10-K for the fiscal year ended December 31, 2001, File No. 1-8503)

*4(d) Hawaiian Electric Industries, Inc. Dividend Reinvestment and Stock Purchase Plan
4(e) Trust Agreement between Hawaiian Electric Industries, Inc. and Hawaiian Trust Company, Limited (now known

as Pacific Century Trust, a division of Bank of Hawaii) dated as of October 6, 1989 (previously filed as
Exhibit 4(e) to Registration Statement on Form S-3, Regis. No. 33-31449)

4(f) Escrow Agreement dated as of November 26, 2001 between Hawaiian Electric Industries, Inc. and Central Pacific
Bank (previously filed as Exhibit 4 to Quarterly Report on Form 10-Q for the quarter ended on June 30, 2002, File
No. 1-8503)

4(g) Rights Agreement dated as of October 28, 1997 by and between Hawaiian Electric Industries, Inc. and Continental
Stock Transfer & Trust Company, as Rights Agent (with the form of Rights Certificates attached as Exhibit B)
(previously filed as Exhibit 1 to Registration Statement on Form 8-A dated October 28, 1997, File No. 1-8503)

4(h) First Amendment, dated as of May 7, 2003, to Rights Agreement (dated as of October 28, 1997) between HEI and
Continental Stock Transfer & Trust Company, as Rights Agent (Exhibit 2 to Form 8-A/ A, dated May 8, 2003, File
No. 1-8503)

*5 Opinion of Goodsill Anderson Quinn & Stifel (including consent)
*8 Opinion of Goodsill Anderson Quinn & Stifel re tax matters
*23(a) Consent of KPMG LLP
*23(b) Consent of Goodsill Anderson Quinn & Stifel (included in Exhibit 5)
*24 Power of Attorney

e="font-size: 10pt; font-family: Arial, Helvetica; color: #000000; background: #FFFFFF">  �  sales volume during the
period;   �  charges for excess or obsolete inventory;   �  changes in the price or availability of components for our
products;
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� our ability to continue to reduce product manufacturing costs;

� introduction of new products, with initial sales at relatively small volumes with resulting higher production
costs; and

� increased warranty or repair costs.

The factors discussed above regarding fluctuations in revenue and operating results can also affect our gross margin.
Fluctuations in gross margin may make it difficult to maintain profitability. As a consequence, our gross margin for a
particular quarter may be difficult to predict and our prior results are not necessarily indicative of results likely in
future periods.

A small number of telecommunication service provider customers account for a significant portion of our
revenue, which could adversely affect our business, financial condition and results of operations.

Primarily as a result of recent combinations between large service providers, our revenue has become increasingly
concentrated among a relatively small number of customers. For the second quarter of fiscal 2007, three customers
each accounted for greater than 10% of our revenue and 48.2% in the aggregate.

Consolidation of large telecommunication service providers is resulting in increased concentration of customer
purchasing power and may result in a smaller number of large network infrastructure builds. This in turn may lead to
constraints on pricing, fluctuations in revenue, increases in costs to meet demands of large customers and pressure to
accept onerous contract terms. In addition, because a significant part of our revenue remains concentrated among
telecommunications service providers, our business could be exposed to risks associated with a market-wide change in
business prospects, competitive pressures or other conditions affecting telecommunications carriers. Any of these
developments, or the loss of, or significant reductions in spending by, one or more of our large customers could have a
material adverse effect on our business, financial condition and results of operations.

Network equipment sales to large communications service providers often involve lengthy sales cycles and
protracted contract negotiations and may require us to assume terms or conditions that negatively affect our
pricing, payment and timing of revenue recognition.

In recent years we have sought to add large communication service providers as customers for our products, software
and services. Our future success will depend on our ability to maintain and expand our sales to these existing
customers and add new customers. Sales to large communications service providers typically involve lengthy sales
cycles, protracted or difficult contract negotiations, and extensive product testing and network certification. We are
sometimes required to assume terms or conditions that negatively affect pricing, payment and the timing of revenue
recognition in order to consummate a sale. This may negatively affect the timing of revenue recognition, which
would, in turn, negatively affect our revenue and results of operations. Communications service providers may
ultimately insist upon terms and conditions that we deem too onerous or not in our best interest. Moreover, our
customers are typically not contractually obligated to purchase a certain amount of products or services from us and
often have the right to reduce, delay or even cancel previous orders. As a result, we may incur substantial expenses
and devote time and resources to potential relationships that never materialize or result in lower than anticipated sales.
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Investment of research and development resources in technologies for which there is not a matching market
opportunity, or failure to sufficiently or timely invest in technologies for which there is market demand, would
adversely affect our revenue and profitability.

The market for communications networking equipment is characterized by rapidly evolving technologies and changes
in market demand. To succeed in this market, we must continue to invest in research and development to enhance our
existing products and create new ones. There is often a lengthy period between commencing a development initiative
and bringing the new or revised product to market, and during this time, technology or the market may move in
directions we did not anticipate. There is a significant possibility, therefore, that at least some of our development
decisions will not turn out as anticipated, and that our investment in a project will be unprofitable. There is also a
possibility that we may miss a market opportunity because we fail to invest, or invest too late, in a new product or an
enhancement of an existing product that could have been highly profitable. Changes in the market may also cause us
to discontinue previously planned investments in products, which can have a disruptive effect on relationships with
customers that were anticipating the availability of a new product or feature. If we fail to make the right investments
and to make them at the right time, our competitive position may suffer and our revenue and profitability could be
harmed.

Product performance problems could damage our business reputation and negatively affect our results of
operations.

The development and production of new products, and enhancements to existing products, are complicated and often
involve problems with software, components and manufacturing methods. Due to the complexity of these products,
some of them can be fully tested only when deployed in communications networks or with other equipment. We have
introduced new or upgraded products recently and expect to continue to enhance and extend our product portfolio.
Product performance problems are often more acute for initial deployments of new products and product
enhancements. In addition, initial deployments of new or enhanced products, particularly into the networks of
telecommunications carriers, often require costly and rigorous testing and satisfaction by certain standard setting
organizations. Modifying our products to enable customers to integrate them into a new type of network architecture
can entail added costs and risks. If significant reliability, quality, or network monitoring problems develop as a result
of our product development, manufacturing or integration, a number of negative effects on our business could result,
including:

� increased costs associated with addressing software or hardware defects, including service and warranty
expenses;

� payment of liquidated damages for performance failures or delays;

� high inventory obsolescence expense;

� delays in collecting accounts receivable;

� cancellation or reduction in orders from customers; and

� damage to our reputation or legal actions by customers or end users.

Because we outsource manufacturing to contract manufacturers and use a direct order fulfillment model for certain of
our products, we may be subject to product performance problems resulting from the acts or omissions of these third
parties. These product performance problems could damage our business reputation and negatively affect our business
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We may be required to write off significant amounts of inventory as a result of our inventory purchase
practices, the convergence of our product lines and our supplier transitions.

To avoid delays and meet customer demand for shorter delivery terms, we place orders with our contract
manufacturers and suppliers to manufacture components and complete assemblies based on forecasts of customer
demand. As a result, our inventory purchases exposes us to the risk that our customers will not order those products
for which we have forecasted sales, or will purchase fewer than the number of products we have forecasted. Our
purchase agreements generally do not require that a customer guarantee any minimum purchase level and customers
often may modify, reduce or cancel purchase quantities. As a result, we may purchase inventory based on forecasted
sales and in anticipation of purchases that never come to fruition. Historically, we have been required to write off
inventory as a result of the factors above. As features and functionalities converge across our product lines, we face an
increased risk that customers may elect to forego purchases of a product we have inventoried in favor of purchasing
another product.

In addition, we may be exposed to write offs due to significant inventory purchases deemed necessary in connection
with the transition from one supplier to another, or resulting from a supplier�s decision to discontinue the manufacture
of certain components necessary for our products. We may also be required to write off inventory as a result of the
effect of environmental regulations such as the Restriction of the Use of Certain Hazardous Substances (RoHS),
adopted by the European Union. As a result of previous component purchases that we based on forecasted sales, we
currently hold inventory that includes non-compliant components. If we are unable to locate alternate demand for
these non-compliant components outside of the European Union, we may be required to write off or write down this
inventory. If we are required to write off or write down inventory, we may incur an accounting charge that could
materially affect our results of operations for the quarter in which such charge occurs.

Shortages in component supply or manufacturing capacity could increase our costs, adversely affect our results
of operations and constrain our ability to grow our business.

As we have expanded our product portfolio, increased our use of contract manufacturers and increased our product
sales in recent years, manufacturing capacity and supply constraints related to components and subsystems have
become increasingly significant issues for us. We have encountered component shortages that have affected our
operations and ability to deliver products in a timely manner. Growth in customer demand for the communications
networking products supplied by us, our competitors and other third parties, has resulted in supply constraints among
providers of some components used in our products. In addition, environmental regulations, such as RoHS adopted by
the European Union, have resulted in increased demand for compliant components from suppliers. As a result, we
may experience delays or difficulty obtaining compliant components from suppliers. Component shortages and
manufacturing capacity constraints may also arise, or be exacerbated by difficulties with our suppliers or contract
manufacturers, or our failure to adequately forecast our component or manufacturing needs. If shortages or delays
occur or persist, the price of required components may increase, or the components may not be available at all. If we
are unable to secure the components or subsystems that we require at reasonable prices, or are unable to secure
manufacturing capacity adequate to meet our needs, we may experience delivery delays and may be unable to satisfy
our contractual obligations to customers. These delays may cause us to incur liquidated damages to customers and
negatively affect our revenue and gross margin. Shortages in component supply or manufacturing capacity could also
limit our opportunities to pursue additional growth or revenue opportunities and could harm our business reputation
and customer relationships.
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We may not be successful in selling our products into new markets and developing and managing new sales
channels.

We continue to take steps to sell our expanded product portfolio into new geographic markets and to a broader
customer base, including enterprises, cable operators, wireless operators and federal, state and local governments. We
have less experience in these markets and believe, in order to succeed in these markets, we must develop and manage
new sales channels and distribution arrangements. We expect these relationships to be an increasingly important part
of the growth of our business and our efforts to increase revenue. Because we have only limited experience in
developing and managing such channels, we may not be successful in reaching additional customer segments,
expanding into new geographic regions, or reducing the financial risks of entering new markets and pursuing new
customer segments. We may expend time, money and other resources on channel relationships that are ultimately
unsuccessful. In addition, sales to federal, state and local governments require compliance with complex procurement
regulations with which we have little experience. We may be unable to increase our sales to government contractors if
we determine that we cannot comply with applicable regulations. Our failure to comply with regulations for existing
contracts could result in civil, criminal or administrative proceedings involving fines and suspension or debarment
from federal government contracts. Failure to manage additional sales channels effectively would limit our ability to
succeed in these new markets and could adversely affect our ability to grow our customer base and revenue.

We may experience delays in the development and enhancement of our products that may negatively affect our
competitive position and business.

Because our products are based on complex technology, we can experience unanticipated delays in developing,
improving, manufacturing or deploying them. Each step in the development life cycle of our products presents serious
risks of failure, rework or delay, any one of which could decrease the timing and cost-effective development of such
products and could affect customer acceptance of such products. Unexpected intellectual property disputes, failure of
critical design elements, and a host of other execution risks may delay or even prevent the introduction of these
products. Our development efforts may also be affected, particularly in the near term, by the transfer of some of our
research and development activity to our facility in India. Modification of research and development strategies and
changes in allocation of resources could be disruptive to our development efforts. If we do not develop and
successfully introduce products in a timely manner, our competitive position may suffer and our business, financial
condition and results of operations would be harmed.

We must manage our relationships with contract manufacturers to ensure that our product requirements are
met timely and effectively.

We rely on contract manufacturers to perform the majority of the manufacturing operations for our products and
components and we are increasingly utilizing overseas suppliers, particularly in Asia. The qualification of our contract
manufacturers is a costly and time-consuming process, and these manufacturers build products for other companies,
including our competitors. We are constantly reviewing our manufacturing capability, including the work of our
contract manufacturers, to ensure that our production requirements are met in terms of cost, capacity, quality and
reliability. From time to time, we may decide to transfer the manufacturing of a product from one contract
manufacturer to another, to better meet our production needs. Efforts to transfer to a new contract manufacturer or
consolidate our use of suppliers may result in temporary increases in inventory volumes purchased in order to ensure
continued supply. We may not effectively manage these contract manufacturer transitions and our new contract
manufacturers may not perform as well as expected. Our reliance upon contract manufacturers could also expose us to
risks that could harm our business related to

S-12

Edgar Filing: HAWAIIAN ELECTRIC INDUSTRIES INC - Form S-3

39



Edgar Filing: HAWAIIAN ELECTRIC INDUSTRIES INC - Form S-3

40



difficulties with lead times, on-time delivery, quality assurance and product changes required to meet evolving
environmental standards and regulations, such as RoHS. In addition, we do not have contracts in place with some of
these providers and do not have guaranteed supply of components or manufacturing capacity. Our inability to
effectively manage our relationships with our contract manufacturers, particularly overseas, could negatively affect
our business and results of operations.

We depend on sole and limited source suppliers for our product components and the loss of a source or lack of
availability of key components could increase our costs and harm our customer relationships.

We depend on a limited number of suppliers for our product components and subsystems, as well as for equipment
used to manufacture and test our products. Our products include several components for which reliable, high-volume
suppliers are particularly limited. Some key optical and electronic components we use in our products are currently
available only from sole or limited sources. As a result of this concentration in our supply chain, particularly for
optical components, our business and operations would be negatively affected if our suppliers were to experience any
significant disruption affecting the price, quality, availability or timely delivery of components. Concentration in our
supply chain can exacerbate our exposure to risks associated with vendors� discontinuing the manufacture of certain
components for our products. The loss of a source, or lack of availability, of key components could require us to
redesign products that use those components, which would increase our costs and negatively affect our product gross
margin. The partial or complete loss of a sole or limited source supplier could result in lost revenue, added costs and
deployment delays that could harm our business and customer relationships.

Our failure to manage our relationships with service delivery partners effectively could adversely impact our
financial results and relationship with customers.

We rely on a number of service delivery partners, both domestic and international, to complement our global service
and support resources. We rely upon third party service delivery partners for the installation of our equipment in some
larger network builds, which often include more onerous customization, installation, testing and acceptance terms. In
order to ensure that we timely install our products and satisfy obligations to our customers, we must identify, train and
certify additional appropriate partners. The certification of these partners can be costly and time-consuming, and these
partners service products for other companies, including our competitors. We may not be able to effectively manage
our relationships with our partners and we cannot be certain that they will be able to deliver our services in the manner
or time required. If our service partners are unsuccessful in delivering services:

� we may suffer delays in recognizing revenue in cases where revenue recognition is dependent upon product
installation, testing and acceptance;

� our services revenue and gross margin may be adversely affected; and

� our relationship with customers could suffer.

Difficulties with service delivery partners could cause us to continue to transition a larger share of deployment and
other services from third parties to internal resources, thereby increasing our related fixed costs and negatively
affecting our services gross margin and results of operations.
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We may incur significant costs and our competitive position may suffer as a result of our efforts to protect and
enforce our intellectual property rights or respond to claims of infringement from others.

Despite efforts to protect our proprietary rights, unauthorized parties may attempt to copy or otherwise obtain and use
our products or technology. This is likely to become an increasingly important issue as we expand our product
development into India and the manufacture of products and components to contract manufacturers in Asia. These and
other international operations could expose us to a lower level of intellectual property protection than in the United
States. Monitoring unauthorized use of our products is difficult, and we cannot be certain that the steps that we are
taking will prevent unauthorized use of our technology. If competitors are able to use our technology, our ability to
compete effectively could be harmed.

In recent years, we have filed suit to enforce our intellectual property rights. From time to time we have also been
subject to litigation and other third party intellectual property claims, including as a result of our indemnification
obligations to customers or resellers that purchase our products. The frequency of these assertions is increasing as
patent holders, including entities that are not in our industry and that purchase patents as an investment or to monetize
such rights by obtaining royalties, use infringement assertions as a competitive tactic and a source of additional
revenue. Intellectual property claims can significantly divert the time and attention of our personnel and result in
costly litigation. Intellectual property infringement claims can also require us to pay substantial royalties, enter into
license agreements or develop non-infringing technology. Accordingly, the costs associated with third party
intellectual property claims could adversely affect our business, results of operations and financial condition.

Our international operations could expose us to additional risks and result in increased operating expense.

We market, sell and service our products globally. We have established offices around the world, including in North
America, Europe, Latin America and the Asia Pacific region. We have also established a development operation in
India to pursue offshore development resources and are increasingly relying upon overseas suppliers, particularly in
Asia, for materials sourcing of components and contract manufacturing of our products. We expect that our
international activities will be dynamic during fiscal 2007, and we may enter new markets and withdraw from or
reduce operations in others. These changes to our international operations will require significant management
attention and financial resources. In some countries, our success will depend in part on our ability to form
relationships with local partners. Our inability to identify appropriate partners or reach mutually satisfactory
arrangements for international sales of our products could impact our ability to maintain or increase international
market demand for our products.

International operations are subject to inherent risks, and our future results could be adversely affected by a number of
factors, including:

� greater difficulty in collecting accounts receivable and longer collection periods;

� difficulties and costs of staffing and managing foreign operations;

� the impact of recessions in economies outside the United States;

� reduced protection for intellectual property rights in some countries;

� adverse tax and customs consequences, particularly as related to transfer-pricing issues;

� social, political and economic instability;
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� trade protection measures, export compliance, qualification to transact business and other regulatory
requirements;

� effects of changes in currency exchange rates; and

� natural disasters and epidemics.

Our efforts to offshore certain development resources and operations to India may not be successful and may
expose us to unanticipated costs or liabilities.

We have established a development operation in India and expect to increase hiring of personnel for this facility
during fiscal 2007. We have limited experience in offshoring our business functions, particularly development
operations, and there is no assurance that our plan will enable us to achieve meaningful cost reductions or greater
resource efficiency. Further, offshoring to India involves significant risks, including:

� difficulty hiring and retaining appropriate engineering resources due to increased competition for such
resources;

� the knowledge transfer related to our technology and exposure to misappropriation of intellectual property or
confidential information, including information that is proprietary to us, our customers and other third parties;

� heightened exposure to changes in the economic, security and political conditions of India;

� currency exchange and tax risks associated with offshore operations; and

� development efforts that do not meet our requirements because of language, cultural or other differences
associated with international operations, resulting in errors or delays.

Difficulties resulting from the factors above and other risks associated with offshoring could expose us to increased
expense, impair our development efforts, harm our competitive position and damage our reputation. Our efforts to
offshore certain development resources to India could be disruptive to our business and may cause us to incur
substantial unanticipated costs or expose us to unforeseen liabilities.

Our exposure to the credit risks of our customers and resellers may make it difficult to collect receivables and
could adversely affect our operating results and financial condition.

In the course of our sales to customers, we may have difficulty collecting receivables and could be exposed to risks
associated with uncollectible accounts. We may be exposed to similar risks relating to third party resellers and other
sales channel partners. While we monitor these situations carefully and attempt to take appropriate measures to protect
ourselves, it is possible that we may have to write down or write off doubtful accounts. Such write-downs or
write-offs could negatively affect our operating results for the period in which they occur, and, if large, could have a
material adverse effect on our operating results and financial condition.

Efforts to restructure our operations and align our resources with market opportunities could disrupt our
business and affect our results of operations.

We have taken several steps, including reductions in force, office closures, and internal reorganizations to reduce the
size and cost of our operations and to better match our resources with our market opportunities. We continue to make
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prior periods to reduce cost and improve efficiency have resulted in the recording of accounting charges. These
include inventory and technology-related write-offs, workforce reduction costs and charges relating to consolidation
of excess facilities. If we are required to take a substantial charge related to restructuring efforts, our results of
operations would be adversely affected in the period in which we take such charge.

If we are unable to attract and retain qualified personnel, we may be unable to manage our business effectively.

Competition to attract and retain highly skilled technical and other personnel with experience in our industry is
increasing in intensity and our employees have been the subject of targeted hiring by our competitors. We may
experience difficulty retaining and motivating existing employees and attracting qualified personnel to fill key
positions. It may be difficult to replace members of our management team or other key personnel, and the loss of such
individuals could be disruptive to our business. Because we generally do not have employment contracts with our
employees, we must rely upon providing competitive compensation packages and a high-quality work environment in
order to retain and motivate employees. If we are unable to attract and retain qualified personnel, we may be unable to
manage our business effectively.

We may be required to assume warranty, service, development and other unexpected obligations in connection
with our resale of complementary products of other companies.

We have entered into agreements with strategic partners that permit us to distribute the products of other companies.
As part of our strategy to diversify our product portfolio and customer base, we may enter into additional resale and
original equipment manufacturer agreements in the future. To the extent we succeed in reselling the products of these
companies, we may be required by customers to assume certain warranty, service and development obligations. While
our suppliers often agree to support us with respect to these obligations, we may be required to extend greater
protection in order to effect a sale. Moreover, some of the companies whose products we resell are relatively small
companies with limited financial resources. If they are unable to satisfy these obligations, we may have to expend our
own resources to do so. This risk is amplified because the equipment that we are selling has been designed and
manufactured by other third parties and may be subject to warranty claims, the magnitude of which we are unable to
evaluate fully. We may be required to assume warranty, service, development and other unexpected obligations in
connection with our resale of complementary products of other companies.

Strategic acquisitions and investments may expose us to increased costs and unexpected liabilities.

We may acquire or make strategic investments in other companies to add or expand the markets we address and
diversify our customer base. We may also engage in these transactions to acquire or accelerate the development of
products incorporating new technologies sought after by our customers. To do so, we may use cash, issue equity that
would dilute our current shareholders� ownership, incur debt or assume indebtedness. Strategic investments and
acquisitions involve numerous risks, including:

� difficulties in integrating the operations, technologies and products of the acquired companies;

� diversion of management�s attention;

� potential difficulties in completing projects of the acquired company and costs related to in-process projects;
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� the potential loss of key employees of the acquired company;

� subsequent amortization expenses related to intangible assets and charges associated with impairment of
goodwill;

� ineffective internal controls over financial reporting for purposes of Section 404 of the Sarbanes-Oxley Act;

� dependence on unfamiliar supply partners; and

� exposure to unanticipated liabilities, including intellectual property infringement claims.

As a result of these and other risks, any acquisitions or strategic investments may not reap the intended benefits and
may ultimately have a negative impact on our business, results of operation and financial condition.

We may be required to take further write-downs of goodwill and other intangible assets.

As of April 30, 2007, we had $232.0 million of goodwill on our balance sheet. This amount primarily represents the
remaining excess of the total purchase price of our acquisitions over the fair value of the net assets acquired. At
April 30, 2007, we had $76.7 million of other intangible assets on our balance sheet. The amount primarily reflects
purchased technology from our acquisitions. At April 30, 2007, goodwill and other intangible assets represented
approximately 16.1% of our total assets. During the fourth quarter of 2005, we incurred a goodwill impairment charge
of approximately $176.6 million and an impairment of other intangibles of $45.7 million. If we are required to record
additional impairment charges related to goodwill and other intangible assets, such charges would have the effect of
decreasing our earnings or increasing our losses in such period. If we are required to take a substantial impairment
charge, our earnings per share or net loss per share could be materially adversely affected in such period.

We may be adversely affected by fluctuations in currency exchange rates.

Historically, our primary exposure to currency exchange rates has been related to non-U.S. dollar denominated
operating expenses in Europe, Asia and Canada where we sell primarily in U.S. dollars. As we increase our
international sales and utilization of international suppliers, we expect to transact additional business in currencies
other than the U.S. dollar. As a result, we will be subject to the possibility of greater effects of foreign exchange
translation on our financial statements. For those countries outside the United States where we have significant sales, a
devaluation in the local currency would result in reduced revenue and operating profit and reduce the value of our
local inventory presented in our financial statements. In addition, fluctuations in foreign currency exchange rates may
make our products more expensive for customers to purchase or increase our operating costs, thereby adversely
affecting our competitiveness. To date, we have not significantly hedged against foreign currency fluctuations;
however, we may pursue hedging alternatives in the future. Although exposure to currency fluctuations to date has not
had an adverse effect on our business, there can be no assurance that exchange rate fluctuations in the future will not
have a material adverse effect on our revenue from international sales and, consequently, our business, operating
results and financial condition.

Failure to maintain effective internal controls over financial reporting could have a material adverse effect on
our business, operating results and stock price.

Section 404 of the Sarbanes-Oxley Act of 2002 requires that we include in our annual report a report containing
management�s assessment of the effectiveness of our internal controls over financial reporting as of the end of our
fiscal year and a statement as to whether
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or not such internal controls are effective. Such report must also contain a statement that our independent registered
public accounting firm has issued an attestation report on management�s assessment of such internal controls.
Compliance with these requirements has resulted in, and is likely to continue to result in, significant costs and the
commitment of time and operational resources. Growth of our business, including our broader product portfolio and
increased transaction volume, will necessitate ongoing changes to our internal control systems, processes and
infrastructure, including our information systems. Our increasingly global operations, including our development
facility in India and offices abroad, will pose additional challenges to our internal control systems as their operations
become more significant. We cannot be certain that our current design for internal control over financial reporting,
and any modifications necessary to reflect changes in our business, will be sufficient to enable management or our
independent registered public accounting firm to determine that our internal controls are effective for any period, or on
an ongoing basis. If we or our independent registered public accounting firm are unable to assert that our internal
controls over financial reporting are effective, our business may be harmed. Market perception of our financial
condition and the trading price of our stock may be adversely affected and customer perception of our business may
suffer.

Our business is dependent upon the proper functioning of our information systems and upgrading these
systems may result in disruption to our operating processes and internal controls.

The efficient operation of our business is dependent on the successful operation of our information systems. In
particular, we rely on our information systems to process financial information, manage inventory and administer our
sales transactions. In an effort to improve the efficiency of our operations, achieve greater automation and support the
growth of our business, we are in the process of upgrading certain information systems and expect to implement a new
version of our Oracle management information system at the beginning of fiscal 2008. As a result of these changes,
we anticipate that we will have to modify a number of our operational processes and internal control procedures to
conform to the work-flows of new or upgraded information systems. We will also have to undergo a process of
validating the data in any new system to ensure its integrity and will need to train our personnel. We cannot assure
you that these changes to our information systems will occur without some level of disruption of our operating
processes and controls. Any material disruption, malfunction or similar problems with our information systems could
negatively impact our business operations.

Our stock price is volatile.

Our common stock price has experienced substantial volatility in the past, and may remain volatile in the future.
Volatility can arise as a result of a number of the factors discussed in this �Risk Factors� section, as well as divergence
between our actual or anticipated financial results and published expectations of analysts, and announcements that we,
our competitors, or our customers may make. Volatility in our common stock price and liquidity in our common stock
may also be negatively affected by the one-for-seven reverse stock split of our common stock completed on
September 22, 2006.
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Risks Related to an Investment in the Notes

Hedging transactions and other transactions may affect the value of the notes.

Concurrently with the closing of the offering of the notes, we intend to use a portion of the net proceeds to purchase a
call spread option relating to shares of our common stock from Deutsche Bank AG, London Branch (the �option
seller�), an affiliate of Deutsche Bank Securities Inc. The call spread option is expected to reduce the potential dilution
from conversion of the notes by effectively increasing the conversion price to us. The call spread option may subject
us to certain risks and may not achieve the desired effect.

The mitigating effect of the call spread option on dilution will be capped, which means that the call spread option may
not completely mitigate dilution from conversion of the notes as intended. For example, if all notes were converted on
the expiration date of the call spread option, the exercise of the call spread option would not mitigate dilution to the
extent the market price per share of our common stock at the time of conversion exceeded the higher strike price of
the call spread option. See �Call Spread Option� below.

The option seller and its affiliates expect to engage in hedging transactions with respect to the call spread option.
These hedging transactions involve entering into various derivative transactions such as swaps, with the initial
hedging activity involving derivatives structured to achieve a similar position as would result from purchases of
shares. Such hedging arrangements could increase the price of our common stock. These hedging transactions may
occur in advance of and around the time of the pricing and offering of the notes and are expected to continue
throughout the term of the call spread option.

The option seller, or any transferee of any of its positions, is likely to modify its hedge positions from time to time
during the term of the call spread option by purchasing or selling shares of our common stock, our other securities or
other instruments it may wish to use in connection with such hedging. The effect, if any, of these transactions and
activities on the market price of our common stock or the notes will depend in part on market conditions and the
settlement methods under the call spread option and cannot be ascertained at this time, but any of these activities may
adversely affect the value of the notes and our common stock, and as a result, the value of the common stock you will
receive upon the conversion of the notes.

In connection with the call spread option described above, entities affiliated with DB may borrow shares in the stock
loan market in advance of and around the time of the offering of the notes and may continue to borrow shares
throughout the terms of the notes and the call spread option. These transactions may affect the liquidity and price to
borrow shares in the stock loan market. We cannot assure you that such activity will not adversely affect the market
price of our common stock and other equity-linked securities. In addition, the existence of the notes may encourage
short selling in our common stock by market participants, which could depress the price of our common stock and
other equity-linked securities.

Significant leverage and debt service obligations may adversely affect our cash flow and our ability to repay or
repurchase the notes.

Upon the completion of this offering, we will have significant amounts of outstanding indebtedness, primarily related
to the notes, our outstanding 3.75% Convertible Notes due February 1, 2008 and our outstanding 0.25% Convertible
Senior Notes due 2013. At April 30, 2007, indebtedness on our outstanding convertible notes totaled $842 million in
aggregate principal amount, of which $542.3 million in aggregate principal amount on our 3.75% convertible notes
becomes due and payable on February 1, 2008.
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As a result of this offering, our principal and interest payment obligations will increase substantially. We may be
unable to generate sufficient cash to pay the principal of, interest on and other amounts due in respect of our
indebtedness, including the notes, when due. We may also add equipment loans and lease lines to finance capital
expenditures and may obtain additional long-term debt, working capital lines of credit and lease lines.

Our significant leverage could have important negative consequences, including:

� increasing our vulnerability to general adverse economic and industry conditions;

� limiting our ability to obtain additional financing;

� requiring the dedication of a substantial portion of our expected cash flow from operations to service our
indebtedness;

� reducing the amount of our expected cash flow available for other purposes, including capital expenditures;

� limiting our flexibility in planning for, or reacting to, changes in our business and the industry in which we
compete;

� placing us at a possible competitive disadvantage relative to less leveraged competitors and competitors that
have better access to capital resources; and

� making it difficult or impossible for us to pay the principal amount of the notes at maturity or the repurchase
price of the notes upon a fundamental change, thereby causing an event of default under the indenture.

In addition, the notes will be our obligation exclusively. The indenture for the notes does not limit our ability, or that
of our subsidiaries, to incur other indebtedness and liabilities. We may have difficulty paying what we owe under the
notes if we or our subsidiaries incur additional indebtedness or other liabilities.

There currently is no public market for the notes being offered.

Prior to the sale of the notes in this offering, there has been no public market for any of the notes, and there can be no
assurance as to:

� the liquidity of any such market that may develop;

� the ability of the holders to sell their notes; or

� the price at which the holders would be able to sell their notes.

If such a market were to exist, the notes could trade at prices that may be higher or lower than the principal amount or
purchase price of the notes, depending on many factors, including prevailing interest rates, the market for similar
notes, and our financial performance. We do not presently intend to apply for the listing of the notes on any securities
exchange or for inclusion of the notes on any automated quotation system.

The underwriter has advised us that it presently intends to make a market in the notes. The underwriter is not
obligated, however, to make a market in the notes, and any such market-making may be discontinued at any time at
the sole discretion of the underwriter. In addition, such market-making activity will be subject to the limits imposed
by the Securities Act of 1933 and the Securities Exchange Act of 1934. Accordingly, no assurance can be given as to
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Holders of the notes may have to pay tax with respect to distributions on our common stock that they do not
receive.

The terms of the notes allow for changes in the conversion price of the notes in certain circumstances. A change in
conversion price that allows holders of notes to receive more shares of common stock on conversion may increase
those note holders� proportionate interests in our earnings and profits or assets. In that case, U.S. holders (as defined
under �Important United States Federal Income Tax Consequences�) could be treated as though they received a dividend
in the form of our common stock under United States tax laws. Such a constructive stock dividend could be taxable to
those note holders, although they would not actually receive any cash or other property. You should carefully consider
the information under �Important United States Federal Income Tax Consequences.�

The notes are unsecured and contain no restrictive covenants.

The notes are not secured by our assets or those of our subsidiaries. The indenture does not limit our ability to incur
debt, including secured debt. Accordingly, the notes are effectively subordinated to any of our existing or future
secured debt to the extent of the assets securing that debt. In addition, the indenture does not contain any financial
covenants or restrict our ability to repurchase our securities, pay dividends or make restricted payments, nor does it
contain covenants or other provisions to afford holders protection in the event of a transaction that substantially
increases our level of indebtedness. Furthermore, the requirement that we offer to repurchase the notes upon a
fundamental change is limited to transactions specified in the definition of �fundamental change� and may not include
other events that might adversely affect our financial condition. In addition, the requirement, if applicable, that we
offer to repurchase the notes upon a fundamental change may not protect holders in the event of a highly leveraged
transaction, reorganization, merger or similar transaction involving us.

Rating agencies may provide unsolicited ratings on the notes that could reduce the market value or liquidity of
the notes and our common stock.

We have not requested a rating of the notes from any rating agency and we do not anticipate that the notes will be
rated. However, if one or more rating agencies rates the notes and assigns the notes a rating lower than the rating
expected by investors, or reduces their rating in the future, the market price or liquidity of the notes and our common
stock could be harmed.

Holders of notes will not be entitled to any rights with respect to our common stock, but will be subject to all
changes made with respect to our common stock.

A holder of notes will have rights with respect to our common stock only if and when we deliver shares of common
stock to the holder upon conversion of its notes and, in limited cases, under the conversion rate adjustments applicable
to the notes. For example, in the event that an amendment is proposed to our certificate of incorporation or bylaws
requiring stockholder approval and the record date for determining the stockholders of record entitled to vote on the
amendment occurs prior to delivery of common stock to a holder of notes, the holder will not be entitled to vote on the
amendment, although any shares of our common stock that the holder later receives upon conversion will nevertheless
be subject to any changes in the powers, preferences or special rights of our common stock. Similarly, if we declare a
dividend, a holder of notes will only be entitled to the conversion rate adjustment, if any, provided for under
�Description of the Notes�Anti-dilution Adjustments.�
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USE OF PROCEEDS

We estimate that the net proceeds from this offering, after deducting estimated fees and expenses and underwriting
discounts and commissions, will be approximately $439.6 million ($488.4 million if the underwriter exercises its
option to purchase additional notes in full).

We intend to use approximately $38.3 million of the net proceeds from this offering (or approximately $42.5 million
if the underwriter exercises its option to purchase additional notes in full) to purchase a call spread option with respect
to our common stock. See �Call Spread Option� and �Capitalization.� The call spread option is intended to reduce the
potential dilution from conversion of the notes.

We intend to use the remaining net proceeds from this offering for general corporate purposes. These purposes may
include the repurchase of all or a portion of our outstanding 3.75% Convertible Senior Notes due February 1, 2008, or
the repayment of the principal amount of those notes at maturity. We may acquire the outstanding 3.75% convertible
notes through tender offers, open market purchases, privately negotiated transactions or otherwise.
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CALL SPREAD OPTION

Concurrently with the closing of the offering of the notes, we will purchase from Deutsche Bank AG, London Branch,
an affiliate of Deutsche Bank Securities Inc. (such affiliate being referred to as the �option seller�), a call spread option
on our common stock. The call spread option covers approximately      million shares of our common stock, which is
the number of shares that are initially issuable upon conversion of the notes in full. We will pay the option seller an
aggregate of approximately $38.3 million in consideration for their sale of the call spread option. The call spread
option is a so-called �European� option, which means that it is exercisable only on its specified expiration date, which
will be June 15, 2017.

The call spread option is designed to mitigate dilution from conversion of the notes to the extent that the market price
per share of our common stock at the time of exercise of the call spread option is greater than $      (the �lower strike
price�) and is less than or equal to $      (the �higher strike price�). The number of shares subject to the call spread option
and the lower strike price and higher strike price will be subject to customary adjustments for transactions of this type
similar to the conversion price adjustments in the indenture. However, there could be circumstances where the number
of shares subject to the call spread option, the lower strike price or the higher strike price are adjusted and the
conversion price of the notes is not adjusted.

If the market value of our common stock at the time of the exercise of the call spread option is above the lower strike
price, we will receive from the option seller, for no additional consideration, shares of our common stock valued at an
amount equal to the then current market price of our common stock minus the lower strike price, multiplied by the
number of shares of common stock underlying the call spread option; provided, however, if the then current market
price of our common stock exceeds the higher strike price, this amount will be determined by using the difference
between the higher strike price and the lower strike price. Alternatively, and for no additional consideration on our
part, we may elect to receive the amount calculated above from the option seller in cash upon our exercise of the
option. If the market value of our common stock at the time of exercise of the call spread option is between the lower
strike price and the higher strike price, in lieu of the settlement elections above, we may elect to receive from the
option seller, upon payment by us of the aggregate exercise price of the option, the full number of shares of common
stock underlying the call spread option.

If the market price of our common stock exceeds the higher strike price at time of exercise of the call spread option,
the dilution mitigation under the call spread option will be capped, which means that the call spread option will not
mitigate dilution from conversion of the notes to the extent the market price per share of our common stock exceeds
$      at the time of conversion.

The call spread option is a contract entered into by us with the option seller, and is not part of the terms of the notes
and will not affect the holders� rights under the notes. As a holder of the notes, you will not have any rights with
respect to the call spread option.
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CAPITALIZATION

The following table sets forth:

� our total cash and cash equivalents, short-term investments and long-term investments, total long-term debt and
total capitalization as of April 30, 2007; and

� these amounts as adjusted to give effect to the sale of the notes (assuming that the underwriter�s option to
purchase additional notes is not exercised), after deducting underwriting discounts and commissions, our
estimated offering expenses and the approximately $38.3 million cost of the call spread option on our common
stock.

The table does not take into account any repurchases of our outstanding 3.75% Convertible Notes due February 1,
2008 that we may make from the proceeds of this offering or otherwise. This table should be read in conjunction with
our consolidated financial statements and the related notes as filed in our annual report on Form 10-K for our fiscal
year ended October 31, 2006 and our quarterly report on Form 10-Q for the fiscal quarter ended April 30, 2007.

April 30, 2007
Actual As Adjusted (1)
(in thousands, except for share

data)

Cash and cash equivalents $ 470,306 $ 871,621
Short-term investments 646,653 646,653
Long-term investments 105,556 105,556

Total cash and cash equivalents, short-term and long-term investments $ 1,222,515 $ 1,623,830

3.75% Convertible Notes due February 1, 2008 $ 542,262 $ 542,262
0.25% Convertible Senior Notes due 2013 300,000 300,000
% Convertible Senior Notes due 2017 � 450,000

Total debt 842,262 1,292,262

Stockholders� equity:
Preferred stock�par value $0.01; 20,000,000 shares authorized; zero shares
issued and outstanding actual and as adjusted � �
Common stock�par value $0.01; 140,000,000 shares authorized;
85,342,240 shares issued and outstanding actual and as adjusted (2) 853 853
Additional paid-in capital 5,520,902 5,482,652
Changes in unrealized gains on investments, net (232) (232)
Translation adjustment (1,462) (1,462)
Accumulated deficit (4,727,934) (4,727,934)

Total stockholders� equity 792,127 753,877
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Total capitalization $ 1,634,389 $ 2,046,139

(1) The �as adjusted� amounts reflect the approximately $38.3 million cost of the call spread option on our common
stock to mitigate against exposure to dilution from the conversion of the notes.

(2) Outstanding common stock does not include (i) 12.4 million shares of common stock reserved for issuance
under our equity incentive plans, under which restricted stock units representing 1.2 million shares, at a
weighted average grant date fair value of $27.23 per share, and options to purchase 7.0 million shares, at a
weighted average exercise price of $48.66 per share were outstanding as of April 30, 2007, (ii) 3.4 million
shares reserved for issuance under our Employee Stock Purchase Plan at April 30, 2007, (iii) 0.7 million shares
of common stock issuable upon conversion of our 3.75% Convertible Notes due February 1, 2008,
(iv) 7.6 million shares of common stock issuable upon conversion of our 0.25% Senior Convertible Notes due
May 1, 2013 and (v)  million shares of common stock issuable upon conversion of the notes offered hereby.

S-24

Edgar Filing: HAWAIIAN ELECTRIC INDUSTRIES INC - Form S-3

58



DESCRIPTION OF THE NOTES

The notes will be issued under an indenture to be dated as of June   , 2007, between us and The Bank of New York
(the �trustee�), establishing the terms of the notes (the �indenture�). The terms of the notes will include those stated in the
indenture and those made part of the indenture by reference to the Trust Indenture Act of 1939, as amended (the
�Trust Indenture Act�).

The following description is a summary of the material provisions of the indenture. It does not restate the indenture in
its entirety. A copy of the indenture will be filed by us with the SEC and will be available as described under the
heading �Where You Can Find More Information� in the prospectus accompanying this prospectus supplement.

Brief Description of the Notes

The notes will be:

� our general unsecured obligations;

� pari passu in right of payment with any other senior unsecured indebtedness of ours;

� senior in right of payment to any future indebtedness that is contractually subordinated to the notes;

� structurally subordinated to all present and future indebtedness and other obligations of our subsidiaries; and

� effectively subordinated to all of our present or future secured indebtedness to the extent of the value of the
collateral securing such indebtedness.

General

The notes are convertible prior to maturity at the election of the holder (unless earlier repurchased) into shares of our
common stock at the initial conversion rate of          shares of our common stock per $1,000 in principal amount of
notes, which is equal to an initial conversion price of approximately $      per share, as described under ��Conversion of
Notes.� We are offering $450,000,000 in aggregate principal amount of notes ($500,000,000 aggregate principal
amount if the underwriter�s option to purchase additional notes is exercised in full). The notes will be issued only in
denominations of $2,000 or in integral multiples of $1,000 in excess thereof. The notes will mature on June 15, 2017,
unless earlier converted by you or repurchased by us at your option upon a fundamental change.

Neither we nor our subsidiaries are restricted from paying dividends, incurring debt, granting liens, selling assets or
issuing or repurchasing our securities under the indenture. In addition, there are no financial covenants in the
indenture.

The notes will bear interest at the annual rate of     % commencing on the date of issuance. Interest will be payable on
June 15 and December 15 of each year, beginning on December 15, 2007, subject to limited exceptions if the notes are
converted or repurchased prior to the interest payment date. The record dates for the payment of interest will be June 1
and December 1. We will not, however, pay accrued interest on any notes that are converted except under the limited
circumstances described under ��Conversion Procedures.� We may, at our option, pay interest on the notes by check
mailed to the holders. However, beneficial owners of notes issued in global form will be paid by wire transfer in
immediately available funds in accordance with DTC�s settlement procedures, and a holder of certificated notes with
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accrue and be paid on the basis of a 360-day year comprised of twelve 30-day months. We will not be required to
make any payment on the notes due on any day which is not a business day until the following business day. The
payment made on the following business day will be treated as though it were paid on the original due date and no
interest will accrue on the payment for the additional period of time.

We may, without the consent of the holders of notes, issue additional notes from time to time in the future with the
same terms and the same CUSIP number as the notes offered hereby in an unlimited principal amount, provided that
such additional notes must be part of the same issue as the notes offered hereby for U.S. federal income tax purposes.
The notes offered hereby and any additional notes will constitute a single series of debt securities. This means that, in
circumstances in which the indenture provides for the holders of notes to vote or take any action, the holders of notes
offered hereby and the holders of any such additional notes will vote or take that action as a single class.

We will maintain an office in New York, New York where the notes may be presented for registration, transfer,
exchange or conversion. This office will initially be an office or agency of the trustee. Except under limited
circumstances described below, the notes will be issued only in fully-registered book entry form, without coupons,
and will be represented by one or more global notes. There will be no service charge for any registration of transfer or
exchange of notes. We may, however, require holders to pay a sum sufficient to cover any tax or other governmental
charge payable in connection with certain transfers or exchanges as described under ��Conversion Procedures.�

Conversion of Notes

You may convert all or any portion of the principal amount of your notes in integral multiples of $1,000 (provided that
the principal amount of any such notes to remain outstanding after such conversion is equal to $2,000 or any integral
multiple of $1,000 in excess thereof) into shares of our common stock at any time on or prior to the close of business
on the maturity date, unless the notes have been previously repurchased. The conversion rate is initially           shares
of our common stock per $1,000 principal amount of notes (which is equivalent to an initial conversion price of
approximately $      per share). The conversion rate in effect at any given time is referred to in this prospectus
supplement as the �applicable conversion rate� and will be subject to adjustments as described below under
��Anti-Dilution Adjustments� and ��Adjustment to Conversion Rate Upon a Fundamental Change,� but will not be adjusted
for accrued interest. The �applicable conversion price� at any given time is equal to the principal amount of a $1,000
note divided by the applicable conversion rate.

If you have submitted your notes for repurchase upon a fundamental change, you may only convert your notes if you
withdraw your election in accordance with the indenture.

Conversion Procedures

If you wish to exercise your conversion right, you must deliver an irrevocable conversion notice, together, if the notes
are in certificated form, with the certificated security (the date of such delivery of notice and all other requirements for
conversion having been satisfied, the �conversion date�), to the conversion agent. The conversion agent will, on your
behalf, convert the notes into shares of our common stock. You may obtain copies of the required form of the
conversion notice from the conversion agent. Upon conversion, we will satisfy our conversion obligation with respect
to the principal amount of the notes to be converted in shares of our common stock.

We will not issue fractional shares of our common stock upon conversion of the notes. In lieu of fractional shares
otherwise issuable (calculated on an aggregate basis in respect of all
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the notes you have surrendered for conversion), you will be entitled to receive cash based on the closing sale price of
our common stock on the trading day immediately preceding the conversion date.

Upon conversion of notes, you generally will not receive any cash payment of interest. By delivering to the holder the
number of shares of our common stock issuable upon conversion of a note and any cash in lieu of fractional shares of
common stock, we will be deemed to have satisfied all of our obligations with respect to such note through the
conversion date. That is, we will not pay accrued but unpaid interest, if any, and we will not adjust the conversion rate
to account for any accrued interest.

However, if you surrender your notes for conversion between the close of business on a record date and the opening of
business on the next interest payment date, including the maturity date, you will receive the interest payable on such
notes on the corresponding interest payment date notwithstanding the conversion. Consequently, when you surrender
your notes for conversion during such period, you must pay funds equal to the interest payable on the principal
amount being converted; provided no such payment by holders will be required for notes or portions of notes
delivered for repurchase due to a fundamental change on a repurchase date occurring during the period from the close
of business on a record date and ending on the opening of business on the next interest payment date, or if that interest
payment date is not a business day, the next business day after the interest payment date.

The term �business day� means any day other than a Saturday, Sunday or a day on which banking institutions in the City
of New York, New York are authorized by law, regulation or executive order to remain closed.

If you convert notes, we will pay any documentary, stamp or similar issue or transfer tax due on the issue of shares of
our common stock upon the conversion, unless the tax or duty is due because you request the shares to be issued or
delivered in a name other than your own, in which case you will pay the tax or duty. Certificates representing our
common stock will be issued or delivered only after all applicable taxes and duties payable by you, if any, have been
paid.

Anti-dilution Adjustments

The applicable conversion rate will be subject to adjustment, without duplication, from time to time, upon the
occurrence of any of the following events:

(1) stock dividends in common stock�we pay or make a dividend or other distribution on our common stock, payable
exclusively in shares of our common stock;

(2) issuance of rights or warrants�we issue to all or substantially all holders of our common stock rights or warrants
that allow the holders to purchase shares of our common stock for a period expiring within 60 days from the date of
issuance of the rights or warrants at a price per share at less than the current market price (other than any rights or
warrants that by their terms will also be issued to you upon conversion of your notes without any action required by us
or any other person or that are distributed to our shareholders upon a merger or consolidation and taking into
consideration in determining the price per share any consideration received by us for such rights and warrants and any
amount payable on exercise or conversion thereof, with the value of such consideration, if other than cash, to be
determined by us); provided that the conversion rate will be readjusted to the extent that the rights or warrants are not
exercised prior to their expiration and as a result no additional shares are delivered or issued pursuant to such rights or
warrants;
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(3) stock splits and combinations�we:

� subdivide or split the outstanding shares of our common stock into a greater number of shares;

� combine or reclassify the outstanding shares of our common stock into a smaller number of shares; or

� issue by reclassification of the shares of our common stock any shares of our capital stock;

(4) distribution of indebtedness, securities or assets�we distribute by dividend or otherwise to all or substantially all
holders of our common stock evidences of indebtedness, securities or assets or rights, options or warrants to purchase
our securities (provided, however, that if these rights or warrants are only exercisable upon the occurrence of specified
triggering events, then the conversion rate will not be adjusted until the triggering events occur), but excluding:

� dividends or distributions described in paragraph (1) above;

� rights or warrants described in paragraph (2) above;

� dividends or distributions paid exclusively in cash described in paragraph (6), (7) or (8) below

(the �distributed assets�), in which event (other than in the case of a spin-off as described in clause (5) below), the
conversion rate will be adjusted to be equal to the rate determined by multiplying:

� the conversion rate in effect immediately before the close of business on the record date fixed for
determination of stockholders entitled to receive that distribution by

� an adjustment factor equal to a fraction, the numerator of which is the current market price of our common
stock and the denominator of which is the current market price of our common stock on the date fixed for
such determination minus the fair market value, as determined by our board of directors (or a committee
thereof), whose determination in good faith will be conclusive, of the portion of those distributed assets
applicable to one share of common stock.

For purposes of this clause (4) (unless otherwise stated), the �current market price� of our common stock means the
average of the closing sale prices of our common stock for the five consecutive trading days ending on the trading day
prior to the earlier of the record date or the ex-dividend trading day for such distribution, and the new conversion rate
will take effect immediately after the record date fixed for determination of the stockholders entitled to receive such
distribution. Notwithstanding the foregoing, in cases where (a) the fair market value per share of the distributed assets
equals or exceeds the current market price of our common stock, or (b) the current market price of our common stock
exceeds the fair market value per share of the distributed assets by less than $1.00, in lieu of the foregoing adjustment,
you will receive upon conversion, in addition to shares of our common stock, if any, the amount and type of
distributed assets you would have received if you had converted your notes immediately prior to the record date for
such distribution.

The �closing sale price� of our common stock on any date means the last reported closing price per share (or, if no last
closing price is reported, the average of the last bid and ask prices or, if more than one in either case, the average of
the average bid and the average ask prices) on such date as reported in composite transactions for the principal U.S.
securities exchange on which our common stock then is listed, or if our common stock is not listed on a U.S. national
or regional exchange, as reported on The NASDAQ
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Stock Market, or if our common stock is not traded on The NASDAQ Stock Market, the �closing sale price� will be the
last quoted bid price for our common stock in the over-the-counter market on the relevant dates as reported by the
National Quotation Bureau Incorporated or any similar U.S. system of automated dissemination of quotations of
securities prices. If our common stock is not so traded, the �closing sale price� will be the price as reported on the
principal other market on which our common stock is then traded. In the absence of such quotations, our board of
directors will make a good faith determination of the closing sale price.

The term �trading day� means a day during which trading in securities generally occurs on The NASDAQ Stock Market,
or, if our common stock is not then traded on The NASDAQ Stock Market, then on the New York Stock Exchange or
another national or regional securities exchange on which our common stock is then listed or, if our common stock is
not listed on a national or regional securities exchange or quoted on The NASDAQ Stock Market, on the principal
other market on which our common stock is then traded or quoted.

(5) spin-offs�we distribute to all or substantially all holders of our common stock shares of capital stock of any class or
series, or similar equity interests, of or relating to a subsidiary or other business unit and which is traded on The
NASDAQ Stock Market, the New York Stock Exchange or another U.S. national securities exchange or quoted on an
established automated over-the-counter trading market, which we refer to as a �spin-off,� in which case the conversion
rate will be adjusted so that the same shall equal the rate determined by multiplying:

� the conversion rate in effect immediately before the close of business on the record date fixed for
determination of stockholders entitled to receive that distribution by

� an adjustment factor equal to the sum of the daily adjustments (as described below) for each of the 10
consecutive trading days beginning on the effective date of the spin-off.

The �daily adjustment� for any given trading day is equal to a fraction:

� the numerator of which is the closing sale price of our common stock on that trading day plus the
closing sale price of the portion of those shares of capital stock or similar equity interests so distributed
applicable to one share of our common stock on that trading day, and

� the denominator of which is the product of 10 and the closing sale price of our common stock on that
trading day.

The adjustment to the conversion rate in the event of a spin-off will become effective on the tenth trading day from,
and including, the effective date of the spin-off.

(6) cash distributions�we pay a dividend or make a distribution consisting exclusively of cash to all or substantially all
holders of outstanding shares of common stock, in which event the conversion rate will be adjusted so that the same
shall equal the rate determined by multiplying:

� the conversion rate in effect immediately prior to the close of business on the date fixed for determination
of stockholders entitled to receive such distribution by

� an adjustment factor equal to a fraction, the numerator of which is the current market price of our common
stock, and the denominator of which is the current market price of our common stock, minus the amount
per share of such distribution.
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trading days ending on the trading day prior to the ex-dividend trading day for such cash distribution, and the new
conversion rate will take effect immediately after the record date fixed for determination of the stockholders entitled
to receive such distribution.

Notwithstanding the foregoing, in cases where (a) the per share amount of such distribution equals or exceeds the
current market price of our common stock or (b) the current market price of our common stock exceeds the per share
amount of such distribution by less than $1.00, in lieu of the foregoing adjustment, you will receive upon conversion,
in addition to shares of our common stock, if any, such distribution you would have received if you had converted
your notes immediately prior to the record date for such distribution.

(7) tender or exchange offers�we (or one of our subsidiaries) make a payment in respect of a tender offer or exchange
offer for any portion of our common stock, in which event, to the extent the cash and value of any other consideration
included in the payment per share of our common stock exceeds the closing sale price of our common stock on the
trading day next succeeding the last date on which tenders or exchanges may be made pursuant to such tender offer or
exchange offer, as the case may be, the conversion rate will be adjusted so that the same shall equal the rate
determined by multiplying:

� the conversion rate immediately prior to close of business on the date of the expiration of the tender or
exchange offer by

� an adjustment factor equal to a fraction, the numerator of which will be the sum of (a) the fair market
value, as determined by our board of directors, of the aggregate consideration payable for all shares of our
common stock we purchase in the tender or exchange offer and (b) the product of (i) the number of shares
of our common stock outstanding less any such purchased shares and (ii) the closing sale price of our
common stock on the trading day following the date of the expiration of the tender or exchange offer, and
the denominator of which will be the product of (a) the number of shares of our common stock
outstanding, including any such purchased shares, and (b) the closing sale price of our common stock on
the trading day following the date of expiration of the tender or exchange offer. The adjustment pursuant
to this clause (7) will become effective immediately after the opening of business on the second trading
day following the date of expiration of the tender or exchange offer.

(8) repurchases�we (or one of our subsidiaries) make a payment in respect of a repurchase for our common stock the
consideration for which exceeds the then-prevailing market price of our common stock (such amount, the �repurchase
premium�), and that repurchase, together with any other repurchases of our common stock by us (or one of our
subsidiaries) involving a repurchase premium concluded within the preceding 12 months not triggering a conversion
price adjustment, results in the payment by us of an aggregate consideration exceeding an amount equal to 10% of the
market capitalization of our common stock, the conversion rate will be adjusted so that the same shall equal the rate
determined by multiplying:

� the conversion rate immediately prior to the close of business on the date fixed for determination of the
stockholders entitled to receive such distribution by

� an adjustment factor equal to a fraction, the numerator of which is the current market price of our common
stock and the denominator of which is (a) the current market price of our common stock, minus (b) the
quotient of (i) the aggregate amount of all of the repurchase premiums paid in connection with such
repurchases and (ii) the number of shares of common stock outstanding on the day following the
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date of the repurchase triggering the adjustment, as determined by our board of directors;

provided that no adjustment to the conversion rate will be made to the extent the conversion rate is not increased as a
result of the above calculation, and provided further that the repurchases of our common stock effected by us or our
agent in conformity with Rule 10b-18 under the Exchange Act will not be included in any adjustment to the
conversion rate made under this clause (8).

For purposes of this clause (8):

� the �market capitalization� will be calculated by multiplying the current market price of our common stock
by the number of shares of common stock then outstanding on the date of the repurchase triggering the
adjustment immediately prior to such repurchase,

� the �current market� price will be the average of the closing sale prices of our common stock for the five
consecutive trading days beginning on the trading day following the date of the repurchase triggering the
adjustment, and

� in determining the repurchase premium, the �then-prevailing market price� of our common stock will be the
average of the closing sale prices of our common stock for the five consecutive trading days ending on the
relevant repurchase date.

If a payment would cause an adjustment to the conversion rate under both clause (7) and clause (8), the provisions of
clause (8) shall control.

We may increase the conversion rate as our board of directors considers advisable to avoid or diminish any income tax
to holders of our common stock or rights to purchase our common stock resulting from any dividend or distribution of
stock or issuance of rights or warrants to purchase or subscribe for stock or from any event treated as such for income
tax purposes. We may also, from time to time, to the extent permitted by applicable law, increase the conversion rate
by any amount for any period of at least 20 business days if our board of directors has determined that such increase
would be in our best interests. If our board of directors makes such a determination, it will be conclusive. We will give
you notice at least 15 days prior to the effective date of such change in the conversion rate, with a copy to the trustee
and conversion agent, of such an increase in the conversion rate.

No adjustment to the conversion rate or your ability to convert will be made if you otherwise participate in the
distribution without conversion or in certain other cases.

The applicable conversion rate will not be adjusted:

� upon the issuance of any shares of our common stock or options, warrants or other rights to acquire our
common stock (including the issuance of common stock pursuant to such options, warrants or other rights), in
any transaction resulting in an exchange for fair market value, including in connection with a reduction of
indebtedness or liabilities of us or any of our subsidiaries including, without limitation, upon the conversion of
convertible securities outstanding on the date the notes were issued or pursuant to settlements with respect to
claims related to any governmental or private litigation, dispute, investigation, proceeding or other similar
action;

� upon the issuance of any shares of our common stock pursuant to any present or future plan or similar
arrangement providing for the reinvestment of dividends or interest payable on our securities and the
investment of additional optional amounts in shares of our common stock under any such plan or arrangement;
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� upon the issuance of any shares of our common stock or options or rights to purchase such shares pursuant to
any present or future employee, director or consultant benefit plan or program or similar arrangement of or
assumed by us or any of our subsidiaries;

� upon the issuance of any shares of our common stock pursuant to any option, warrant, right or exercisable,
exchangeable or convertible security not described in the preceding bullet and outstanding as of the date the
notes were first issued;

� for a change in the par value of our common stock; or

� for accrued and unpaid interest, if any.

We will not be required to make an adjustment in the conversion rate unless the adjustment would require a change of
at least 1% in the conversion rate. However, we will carry forward any adjustment that is less than 1% of the
conversion rate, take such carried-forward adjustments into account in any subsequent adjustment, and make such
carried-forward adjustments, regardless of whether the aggregate adjustment is less than 1%, (a) annually on the
anniversary of the first date of issue of the notes and (b) otherwise (1) five business days prior to the stated maturity of
the notes or (2) prior to any repurchase date, unless such adjustment has already been made.

Upon conversion of your notes into shares of our common stock, you will also receive the associated rights issued
under our Rights Agreement dated December 29, 1997, as amended, or any other stockholder rights plan we may
adopt, whether or not the rights have separated from the common stock at the time of conversion unless, prior to
conversion, the rights have expired, terminated or been exchanged.

In the case of consolidations, mergers, conveyances, sales or transfers of all or substantially all of our assets or other
transactions that cause our common stock to be converted into the right to receive other securities, cash or property,
upon conversion of your notes, you will be entitled to receive the same type of consideration that you would have
been entitled to receive if you had converted the notes into our common stock immediately prior to any of these
events.

For purposes of the foregoing, the type and amount of consideration that you would have been entitled to receive as a
holder of our common stock in the case of consolidations, mergers, conveyances, sales or transfers of assets or other
transactions that cause our common stock to be converted into the right to receive more than a single type of
consideration (determined based in part upon any form of stockholder election) will be deemed to be the weighted
average of the types and amounts of consideration received by the holders of our common stock that affirmatively
make such an election.

No Right of Redemption

The notes are not redeemable prior to maturity.

No sinking fund is provided for the notes.

We may, to the extent permitted by law, at any time, and from time to time, purchase the notes at any price or prices
in the open market or otherwise.

Repurchase at Option of the Holder Upon a Fundamental Change
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If a fundamental change (as defined below) occurs at any time prior to stated maturity, you may have the right to
require us to purchase any or all of your notes for cash, at a price equal to 100% of the principal amount of the notes
to be repurchased plus accrued and unpaid interest, if any, to (but not including) the fundamental change repurchase
date, unless such repurchase date falls after a regular record date and on or prior to the corresponding interest
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payment date, in which case we will pay the full amount of accrued and unpaid interest payable on such interest
payment date to the holder of record at the close of business on the corresponding regular record date. For a discussion
of the U.S. federal income tax treatment of a holder receiving cash, see �Important United States Federal Income Tax
Consequences.�

A �fundamental change� will be deemed to have occurred at the time after the notes are originally issued that any of the
following occurs:

(1) our common stock (or other common stock into which the notes are convertible) is neither traded on The
NASDAQ Stock Market, the New York Stock Exchange or another U.S. national securities exchange or quoted on an
established automated over-the-counter trading market in the United States; or

(2) any person, including any syndicate or group deemed to be a �person� under Section 13(d)(3) of the Exchange Act,
acquires beneficial ownership, directly or indirectly, through a purchase, merger or other acquisition transaction or
series of transactions, of shares of our capital stock entitling the person to exercise 50% or more of the total voting
power of all shares of our capital stock entitled to vote generally in elections of directors, other than an acquisition by
us, any of our subsidiaries or any of our employee benefit plans; or

(3) we merge or consolidate with or into any other person (other than a subsidiary), another person (other than a
subsidiary) merges with or into us, or we convey, sell, transfer or lease all or substantially all of our assets to another
person, other than any transaction:

� that does not result in a reclassification, conversion, exchange or cancellation of our outstanding common
stock;

� pursuant to which the holders of our common stock immediately prior to the transaction have the
entitlement to exercise, directly or indirectly, 50% or more of the voting power of all shares of capital
stock entitled to vote generally in the election of directors of the continuing or surviving corporation
immediately after the transaction; or

� which is effected solely to change our jurisdiction of incorporation and results in a reclassification,
conversion or exchange of outstanding shares of our common stock solely into shares of common stock of
the surviving entity; or

(4) at any time our continuing directors do not constitute a majority of our board of directors (or, if applicable, a
successor person to us).

However, notwithstanding the foregoing, holders of the notes will not have the right to require us to repurchase any
notes under clauses (2) or (3) above (and we will not be required to deliver the fundamental change repurchase right
notice incidental thereto), if at least 90% of the consideration paid for our common stock (excluding cash payments
for fractional shares and cash payments made pursuant to dissenters� appraisal rights and cash dividends) in a merger
or consolidation or a conveyance, sale, transfer or lease otherwise constituting a fundamental change under clause
(2) and/or clause (3) above consists of shares of common stock traded on The NASDAQ Stock Market, the New York
Stock Exchange or another U.S. national securities exchange or quoted on or an established automated
over-the-counter trading market in the United States (or will be so traded or quoted immediately following the merger
or consolidation) and, as a result of the merger or consolidation, the notes become convertible into such shares of such
common stock.
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syndicate or group that would be deemed to be a �person� under Section 13(d)(3) of the Exchange Act.

The term �continuing directors� means, as of any date of determination, any member of our board of directors who
(a) was a member of our board of directors on the date of the indenture or (b) becomes a member of our board of
directors subsequent to that date and was appointed, nominated for election or elected to our board of directors with
the approval of (1) a majority of the continuing directors who were members of our board of directors at the time of
such appointment, nomination or election or (2) a majority of the continuing directors that were serving at the time of
such appointment, nomination or election on a committee of our board of directors that appointed or nominated for
election or reelection such board member.

The term �capital stock� means (a) in the case of a corporation, corporate stock, (b) in the case of an association or
business entity, shares, interests, participations, rights or other equivalents (however designated) of corporate stock,
(c) in the case of a partnership or limited liability company, partnership or membership interests (whether general or
limited) and (d) any other interest or participation that confers on a person the right to receive a share of the profits
and losses of, or distribution of the assets of, the issuing person.

At least 20 business days prior to the anticipated date on which a fundamental change will become effective (or if we
do not have actual notice of a fundamental change 20 business days prior to the effective date, as soon as we have
actual notice of the fundamental change), we will provide to all holders of the notes, the trustee, the paying agent and
the conversion agent a written notice (the �fundamental change notice�) stating:

(1) if applicable, whether we will adjust the conversion rate as described under ��Adjustment to Conversion Rate Upon
a Fundamental Change�;

(2) the anticipated date on which the fundamental change will become effective; and

(3) whether we expect that holders of the notes will have the right to require us to repurchase the notes as described in
this section.

In addition to the fundamental change notice, on or before the 20th trading day after the date on which a fundamental
change transaction becomes effective (which fundamental change results in the holders of notes having the right to
cause us to repurchase their notes), we will provide to all holders of the notes and the trustee and paying agent and
conversion agent a notice of the occurrence of the fundamental change and of the resulting repurchase right (the
�fundamental change repurchase right notice�).

Each fundamental change repurchase right notice will state, among other things:

� the events giving rise to the fundamental change;

� if we will adjust the conversion rate pursuant to a fundamental change that falls under clause (2), (3) or (4) of
the definition of fundamental change, the conversion rate and any adjustments to the conversion rate;

� the effective date of the fundamental change, if applicable;

� the last date on which a holder may exercise the repurchase right;

� the fundamental change repurchase price;

� the repurchase date;
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� that the notes with respect to which the fundamental change repurchase right notice has been given by the
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notice previously delivered by the holder in accordance with the terms of the indenture; and

� the procedures that holders must follow to require us to repurchase their notes.

To exercise the fundamental change repurchase right, you must deliver, before the close of business on the second
business day immediately preceding the repurchase date, the notes to be repurchased, together with the repurchase
notice duly completed, to the paying agent. Your repurchase notice must state:

� if certificated, the certificate numbers of the notes to be delivered for repurchase;

� the portion of the principal amount of notes to be repurchased, which must be $2,000 or an integral multiple of
$1,000 in excess thereof; and

� that the notes are to be repurchased by us as of the fundamental change repurchase date pursuant to the
applicable provisions of the notes and the indenture.

If the notes are not in certificated form, your fundamental change repurchase notice must comply with appropriate
DTC procedures.

If you exercise your right to have any portion of your note repurchased, you may not surrender that portion of your
note for conversion unless you withdraw your repurchase notice in accordance with the indenture. You may withdraw
any such repurchase notice (in whole or in part) by a written notice of withdrawal delivered to the paying agent prior
to 5:00 p.m., New York City time, on the second business day prior to the repurchase date. The notice of withdrawal
must state:

� the principal amount of the withdrawn notes;

� if certificated notes have been issued, the certificate numbers of the withdrawn notes; and

� the principal amount, if any, that remains subject to the repurchase notice.

If the notes are not in certificated form, the notice of withdrawal must comply with appropriate DTC procedures.

We will be required to repurchase the notes on a date chosen by us in our sole discretion that is no less than 20 and no
more than 35 business days after the date of our mailing of the relevant fundamental change repurchase right notice,
subject to extension to comply with applicable law. To receive payment of the repurchase price, you must either effect
book-entry transfer or deliver the notes, together with necessary endorsements, to the office of the paying agent after
delivery of the repurchase notice. Holders will receive payment of the repurchase price promptly following the later of
the repurchase date or the time of book-entry transfer or the delivery of the notes. If the paying agent, other than us or
a subsidiary of ours, holds money or securities sufficient to pay the repurchase price of the notes on the business day
following the repurchase date, then:

� the notes will cease to be outstanding, and interest, if any, will cease to accrue (whether or not book-entry
transfer of the notes is made and whether or not the note is delivered to the paying agent); and

� all other rights of the holder will terminate (other than the right to receive the repurchase price upon delivery or
transfer of the notes).

We will under the indenture:
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� file a Schedule TO or any successor or similar schedule, if required, under the Exchange Act; and

� otherwise comply with all applicable federal and state securities laws in connection with any offer by us to
repurchase the notes upon a fundamental change.

Adjustment to Conversion Rate Upon a Fundamental Change

If and only to the extent that you convert your notes in connection with a fundamental change described in clause (2),
(3) or (4) of the definition of fundamental change, we will increase the conversion rate for the notes surrendered for
conversion by a number of additional shares (the �additional shares�) as described below; provided, however, that no
increase will be made in the case of a fundamental change if at least 90% of the consideration paid for our common
stock (excluding cash payments for fractional shares and cash payments made pursuant to dissenters� appraisal rights)
in such fundamental change transaction consists of shares of capital stock traded on The NASDAQ Stock Market, the
New York Stock Exchange or another U.S. national securities exchange or quoted on an established automated
over-the-counter trading market in the United States (or that will be so traded or quoted immediately following the
transaction) and as a result of such transaction or transactions the notes become convertible solely into such common
stock.

The number of additional shares will be determined by reference to the table below, based on the effective date of the
fundamental change and the price (the �stock price�) paid per share for our common stock in such fundamental change
transaction. If holders of our common stock receive only cash in such fundamental change transaction, the stock price
will be the cash amount paid per share. Otherwise, the stock price will be the average of the last closing sale prices of
our common stock on each of the five consecutive trading days prior to but not including the effective date of such
fundamental change.

A conversion of notes by a holder will be deemed for these purposes to be �in connection with� a fundamental change if
the conversion notice is received by the conversion agent on or after the effective date of the fundamental change and
prior to the 45th day following the effective date of the fundamental change (or, if earlier and to the extent applicable,
the close of business on the second business day immediately preceding the fundamental change repurchase date (as
specified in the fundamental change repurchase right notice described under ��Repurchase at Option of the Holder Upon
a Fundamental Change�)).

The stock prices set forth in the first row of the following table (i.e., the column headers) will be adjusted as of any
date on which the conversion rate of the notes is adjusted, as described above under ��Anti-dilution Adjustments.� The
adjusted stock prices will equal the stock prices applicable immediately prior to such adjustment, multiplied by an
adjustment factor equal to a fraction, the numerator of which is the conversion rate immediately prior to the
adjustment giving rise to the stock price adjustment and the denominator of which is the conversion rate as so
adjusted. The number of additional shares will be adjusted in the same
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manner and for the same events as the conversion rate as set forth under ��Anti-dilution Adjustments� above.

The following table sets forth the hypothetical increase in the conversion rate, expressed as a number of additional
shares issuable per $1,000 initial principal amount of notes as a result of a fundamental change that occurs in the
corresponding period:

Effective Date of Stock Price ($)
Fundamental Change

June   , 2007
June 15, 2008
June 15, 2009
June 15, 2010
June 15, 2011
June 15, 2012
June 15, 2013
June 15, 2014
June 15, 2015
June 15, 2016
June 15, 2017

The stock prices and additional share amounts set forth above are based upon a closing sale price of $      on June   ,
2007 and an initial conversion rate of           shares of our common stock per $1,000 in principal amount of notes,
which is equal to an initial conversion price of approximately $      per share.

The exact stock price and conversion dates may not be set forth in the table in which case, if the stock price is:

� between two stock price amounts on the table or the conversion date is between two dates on the table, the
number of additional shares will be determined by straight-line interpolation between the number of additional
shares set forth for the higher and lower stock price amounts and the two dates, as applicable, based on a
365-day year;

� more than $      per share (subject to adjustment), no adjustment will be made to the conversion rate as a result
of the fundamental change; or

� less than $      per share (subject to adjustment), no adjustment will be made to the conversion rate as a result of
the fundamental change.

Notwithstanding the foregoing, in no event will the total number of shares issuable upon conversion of a note
exceed           per $1,000 initial principal amount of the notes, after giving effect to the increase in the conversion rate
described above, subject to anti-dilution adjustments described under ��Anti-dilution Adjustments.�

Consolidation, Merger and Sale of Assets

We may not, directly or indirectly, consolidate with or merge into any person in a transaction in which we are not the
surviving corporation or convey, transfer or lease our properties and assets substantially as an entirety to any
successor person, unless:
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(1) the successor person, if any, is:

(a) a corporation organized and existing under the laws of the United States, any state of the United States, or the
District of Columbia, and

(b) such person assumes our obligations on the notes and under the indenture; and
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(2) immediately after giving effect to the transaction, no default or event of default will have occurred and be
continuing.

Notwithstanding the foregoing, we may merge with an affiliate solely for the purpose of reincorporating in another
jurisdiction.

Events of Default

Each of the following is an �event of default� under the indenture:

(1) a default in the payment of any installment of interest upon any of the notes as and when the same shall become
due and payable, and continuance of such default for a period of 30 days;

(2) a default in the payment of all or any part of the principal of any of the notes as and when the same shall become
due and payable at maturity;

(3) a default on the part of us in the performance, or breach by us, of any other covenant or agreement on our part as
set forth in the notes or in the indenture (other than a covenant or agreement in respect of which a default or breach by
us that is specifically dealt with in the other enumerated events of default), and continuance of such default or breach
without cure or waiver for a period of 90 days after there has been given, by registered or certified mail, to us by the
trustee, or to us and the trustee by the holders of at least 25% in principal amount of the notes at the time outstanding,
a written notice specifying such failure and requiring the same to be remedied;

(4) we fail to pay the purchase price of any note when due (including, without limitation, on any repurchase date);

(5) we fail to deliver any shares of our common stock and cash in lieu of fractional shares upon conversion of notes
within the time period required by the indenture;

(6) we fail to provide a timely fundamental change repurchase notice, if required by the indenture, if such failure
continues for 30 days after we receive notice of our failure to do so;

(7) any indebtedness for money borrowed by us or one of our subsidiaries (all or substantially all of the outstanding
voting securities of which are owned, directly or indirectly, by us) in an aggregate outstanding principal amount in
excess of $25 million is not paid at final maturity or upon acceleration and such indebtedness is not discharged, or
such acceleration is not cured or rescinded, within 10 days after written notice;

(8) we fail or any of our subsidiaries (all or substantially all of the outstanding voting securities of which are owned,
directly or indirectly, by us) fail to pay final and non-appealable judgments entered by a court or courts of competent
jurisdiction, the aggregate uninsured or unbonded portion of which is at least $25 million, if the judgments are not
paid, discharged or stayed within 60 days; and

(9) certain events in bankruptcy, insolvency or reorganization of us or any of our subsidiaries.

Notwithstanding the foregoing, the indenture will provide that, to the extent we so elect, the sole remedy for an event
of default relating to the failure to comply with the requirements of Section 314(a)(1) of the Trust Indenture Act will
for the first 90 days after the occurrence of such an event of default consist exclusively of the right to receive
additional interest on the notes at an annual rate equal to 0.25% of the principal amount of the notes. In order to elect
to pay the additional interest as the sole remedy during the first 90 days after the occurrence of an event of default
relating to the failure to comply with the requirements of Section 314(a)(1)
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of the Trust Indenture Act in accordance with this paragraph, we must notify all holders of notes and the trustee and
paying agent of such election in writing.

The additional interest will accrue on all outstanding notes from and including the date on which an event of default
relating to a failure to comply with the requirements of Section 314(a)(1) of the Trust Indenture Act first occurs to but
not including the 90th day thereafter (or such earlier date on which the event of default relating to the requirements of
Section 314(a)(1) of the Trust Indenture Act shall have been cured or waived). On such 90th day (or earlier, if the
event of default relating to the requirements of Section 314(a)(1) of the Trust Indenture Act is cured or waived prior to
such 90th day), the additional interest will cease to accrue and, if the event of default relating to the requirements of
Section 314(a)(1) of the Trust Indenture Act has not been cured or waived prior to such 90th day, the notes will be
subject to acceleration as provided below. The provisions of the indenture described in this paragraph will not affect
the rights of holders of notes in the event of the occurrence of any other event of default. In the event that we do not
elect to pay the additional interest upon an event of default relating to the requirements of Section 314(a)(1) of the
Trust Indenture Act, the notes will be subject to acceleration as provided below.

If an event of default, other than an event of default described in clause (9) above with respect to us, occurs and is
continuing, either the trustee or the holders of at least 25% in aggregate principal amount of the outstanding notes may
declare the principal amount of the notes to be due and payable immediately. However, after such acceleration,
provided that such rescission would not conflict with any judgment or decree of a court of competent jurisdiction, the
holders of a majority in aggregate principal amount of outstanding notes may, under certain circumstances, rescind
and annul the acceleration if all events of default, other than the non-payment of principal or interest of notes that have
become due solely by such declaration of acceleration, have been cured or waived as provided in the indenture. If an
event of default arising from events of bankruptcy, insolvency or reorganization with respect to us occurs, then the
principal of, and accrued interest on, all the notes will automatically become immediately due and payable without
any declaration or other act on the part of the holders of the notes or the trustee. For information as to waiver of
defaults, see ��Modification and Waiver� below.

In the event of a declaration of acceleration of the notes because an event of default described in clause (7) has
occurred and is continuing, the declaration of acceleration of the notes shall be automatically annulled if such event of
default triggering such declaration of acceleration pursuant to clause (7) shall have been remedied or cured by us or
any of our subsidiaries or waived in writing by holders of the relevant indebtedness within 60 days of the declaration
of acceleration with respect thereto and if (a) the annulment of the acceleration of the notes would not conflict with
any judgment or decree of a court of competent jurisdiction and (b) all existing events of default, except non-payment
of principal or interest on the notes that became due and payable solely because of the acceleration of the notes, have
been cured or waived and written evidence of such waiver shall have been given to the trustee.

Subject to the trustee�s duties in the case of an event of default, the trustee will not be obligated to exercise any of its
rights or powers at the request of the holders, unless the holders have offered to the trustee indemnity reasonably
satisfactory to it. Subject to the indenture, applicable law and the trustee�s indemnification, the holders of a majority in
aggregate principal amount of the outstanding notes will have the right to direct the time, method and place of
conducting any proceeding for any remedy available to the trustee or exercising any trust or power conferred on the
trustee with respect to the notes.

No holder will have any right to institute any proceeding under the indenture, or for the appointment of a receiver or a
trustee, or for any other remedy under the indenture unless:

� the holder has previously given the trustee written notice of a continuing event of default;
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� the holders of at least 25% in aggregate principal amount of the notes then outstanding have made a written
request and have offered indemnity reasonably satisfactory to the trustee to institute such proceeding as trustee;
and

� the trustee has failed to institute such proceeding within 60 days after such notice, request and offer, and has
not received from the holders of a majority in aggregate principal amount of the notes then outstanding a
direction inconsistent with such request within 60 days after such notice, request and offer.

However, the above limitations do not apply to a suit instituted by a holder for the enforcement of payment of the
principal of or interest on any note on or after the applicable due date or the right to convert the note in accordance
with the indenture.

Generally, the holders of a majority of the aggregate principal amount of outstanding notes may waive any default or
event of default unless:

� we fail to pay principal or interest on any note when due;

� we fail to convert any note in accordance with the provisions of the note and the indenture; or

� we fail to comply with any of the provisions of the indenture that would require the consent of the holder of
each outstanding note affected.

We are required to furnish to the trustee, on an annual basis, an officers� certificate as to whether or not Ciena, to such
officers� knowledge, is in default in the performance or observance of any of the terms, provisions and conditions of
the indenture, specifying any known defaults.

Modification and Waiver

We and the trustee may amend or supplement the indenture or the notes with the consent of the holders of a majority
in aggregate principal amount of the outstanding notes in accordance with the terms of the indenture. In addition, the
holders of a majority in aggregate principal amount of the outstanding notes may waive our compliance in any
instance with any provision of the indenture without notice to the note holders. However, no amendment, supplement
or waiver may be made without the consent of the holder of each outstanding note if such amendment, supplement or
waiver would:

� change the stated maturity or reduce the principal amount of or interest on any note;

� change the place or currency of payment of principal of or interest on any note;

� impair the right to institute suit for the enforcement of any payment on any note;

� modify the provisions with respect to a holder�s rights our obligation to repurchase notes upon a fundamental
change in a manner adverse to holders, including our obligations to repurchase the notes following a
fundamental change;

� adversely affect the right of holders under the conversion provisions of the notes;

� 
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reduce the percentage in principal amount of outstanding notes necessary for waiver of compliance with the
provisions of the indenture;

� modify provisions with respect to modification and waiver (including waiver of events of default), except to
increase the percentage in principal amount required for modification or waiver or to provide for consent of
each affected holder of notes;

� waive a default or event of default in the payment of principal or interest on the notes, except as provided in the
indenture; or

S-40

Edgar Filing: HAWAIIAN ELECTRIC INDUSTRIES INC - Form S-3

86



� modify the ranking or priority of any note in any manner adverse to the holders of the notes.

We and the trustee may amend or supplement the indenture or the notes without notice to, or the consent of, the note
holders to, among other things, cure any ambiguity, defect or inconsistency or make any other change that does not
adversely affect the rights of any note holder in any material respect.

Satisfaction and Discharge

We may discharge our obligations under the indenture while notes remain outstanding if all outstanding notes have or
will become due and payable at their scheduled maturity within one year and we have deposited with the trustee or a
paying agent an amount sufficient to pay and discharge all outstanding notes; provided, however, that the foregoing
will not discharge our obligation to effect conversion, registration of transfer or exchange of securities in accordance
with the terms of the indenture.

Transfer and Exchange

We have initially appointed the trustee as the security registrar, paying agent and conversion agent, acting through its
corporate trust office. We reserve the right to:

� vary or terminate the appointment of the security registrar, paying agent or conversion agent;

� act as the paying agent;

� appoint additional paying agents or conversion agents; or

� approve any change in the office through which any security registrar or any paying agent or conversion agent
acts.

Purchase and Cancellation

All notes surrendered for payment, registration of transfer or exchange or conversion will, if surrendered to any person
other than the trustee, be delivered to the trustee. All notes delivered to the trustee will be cancelled promptly by the
trustee. No notes will be authenticated in exchange for any notes cancelled as provided in the indenture.

We may, to the extent permitted by law, at any time, and from time to time, repurchase notes in the open market or
otherwise at any price or prices. Any notes repurchased by us may, to the extent permitted by law, be reissued or
resold or may, at our option, be surrendered to the trustee for cancellation. Any notes surrendered for cancellation may
not be reissued or resold and will be promptly cancelled. Any notes held by us or one of our subsidiaries will be
disregarded for voting purposes in connection with any notice, waiver, consent or direction requiring the vote or
concurrence of note holders.

Replacement of Notes

We will replace mutilated, destroyed, stolen or lost notes at your expense upon delivery to the trustee of the mutilated
notes, or evidence of the loss, theft or destruction of the notes satisfactory to us and the trustee. In the case of a lost,
stolen or destroyed note, indemnity satisfactory to the trustee and us may be required at the expense of the holder of
such note before a replacement note will be issued.
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Calculations in Respect of the Notes

We will be responsible for making many of the calculations called for under the notes. These calculations include, but
are not limited to, determination of the closing sale price of our common stock in the absence of reported or quoted
prices and adjustments to the conversion rate. We will make all these calculations in good faith and, absent manifest
error, our calculations will be final and binding on the holders of notes. We will provide a schedule of our calculations
to the trustee, and the trustee is entitled to rely conclusively on the accuracy of our calculations without independent
verification.

No Personal Liability of Directors, Officers, Employees or Stockholders

No director, officer, employee, incorporator or stockholder of Ciena, as such, will have any liability for any
obligations of Ciena under the notes or the indenture or for any claim based on, in respect of, or by reason of, such
obligations or their creation. Each holder of notes by accepting a note waives and releases all such liability. The
waiver and release are part of the consideration for issuance of the notes. The waiver may not be effective to waive
liabilities under the federal securities laws.

Governing Law

The indenture and the notes will be governed by, and construed in accordance with, the laws of the State of New
York.

Concerning the Trustee

The Bank of New York has agreed to serve as the trustee, paying agent and conversion agent under the indenture. The
trustee will be permitted to deal with us and any of our affiliates with the same rights as if it were not trustee.
However, under the Trust Indenture Act, if the trustee acquires any conflicting interest and there exists a default with
respect to the notes, the trustee must eliminate such conflict or resign.

The holders of a majority in principal amount of all outstanding notes will have the right to direct the time, method
and place of conducting any proceeding for exercising any remedy or power available to the trustee. However, any
such direction may not conflict with any law or the indenture, may not be unduly prejudicial to the rights of another
holder or the trustee and may not involve the trustee in personal liability.

Book-Entry, Delivery and Form

We will initially issue the notes in the form of one or more global securities. The global security will be deposited
with the trustee as custodian for DTC and registered in the name of a nominee of DTC. Except as set forth below, the
global security may be transferred, in whole and not in part, only to DTC or another nominee of DTC. You will hold
your beneficial interests in the global security directly through DTC if you have an account with DTC or indirectly
through organizations that have accounts with DTC. Notes in definitive certificated form, called �certificated securities,�
will be issued only in certain limited circumstances described below.

DTC has advised us that it is:

� a limited purpose trust company organized under the laws of the State of New York;

� a member of the Federal Reserve System;
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� a �clearing agency� registered pursuant to the provisions of Section 17A of the Exchange Act.

DTC was created to hold securities of institutions that have accounts with DTC, called �participants� and to facilitate the
clearance and settlement of securities transactions among its participants in such securities through electronic
book-entry changes in accounts of the participants, thereby eliminating the need for physical movement of securities
certificates. DTC�s participants include securities brokers and dealers, which may include the underwriter, banks, trust
companies, clearing corporations and certain other organizations. Access to DTC�s book-entry system is also available
to others such as banks, brokers, dealers and trust companies, called �indirect participants,� that clear through or
maintain a custodial relationship with a participant, whether directly or indirectly.

We expect that pursuant to procedures established by DTC upon the deposit of the global security with DTC, DTC
will credit, on its book-entry registration and transfer system, the principal amount of notes represented by such global
security to the accounts of participants. The accounts to be credited will be designated by the underwriter. Ownership
of beneficial interests in the global security will be limited to participants or persons that may hold interests through
participants. Ownership of beneficial interests in the global security will be shown on, and the transfer of those
beneficial interests will be effected only through, records maintained by DTC (with respect to participants� interests),
the participants and the indirect participants. The laws of some jurisdictions may require that certain purchasers of
securities take physical delivery of such securities in definitive form. These limits and laws may impair the ability to
transfer or pledge beneficial interests in the global security.

Owners of beneficial interests in global securities who desire to convert their interests into common stock should
contact their brokers or other participants or indirect participants through whom they hold such beneficial interests to
obtain information on procedures, including proper forms and cutoff times, for submitting requests for conversion.

So long as DTC, or its nominee, is the registered owner or holder of a global security, DTC or its nominee, as the case
may be, will be considered the sole owner or holder of the notes represented by the global security for all purposes
under the indenture and the notes. In addition, no owner of a beneficial interest in a global security will be able to
transfer that interest except in accordance with the applicable procedures of DTC. Except as set forth below, as an
owner of a beneficial interest in the global security, you will not be entitled to have the notes represented by the global
security registered in your name, will not receive or be entitled to receive physical delivery of certificated securities
and will not be considered to be the owner or holder of any notes under the global security. We understand that under
existing industry practice, if an owner of a beneficial interest in the global security desires to take any action that
DTC, as the holder of the global security, is entitled to take, DTC would authorize the participants to take such action.
Additionally, in such case, the participants would authorize beneficial owners owning through such participants to
take such action or would otherwise act upon the instructions of beneficial owners owning through them.

We will make payments of principal of and interest on the notes represented by the global security registered in the
name of and held by DTC or its nominee to DTC or its nominee, as the case may be, as the registered owner and
holder of the global security. Neither we, the trustee nor any paying agent will have any responsibility or liability for
any aspect of the records relating to or payments made on account of beneficial interests in the global security or for
maintaining, supervising or reviewing any records relating to such beneficial interests.

We expect that DTC or its nominee, upon receipt of any payment of principal of or interest on the global security, will
credit participants� accounts with payments in amounts proportionate to their respective beneficial interests in the
principal amount of the global security as shown on the records of DTC or its nominee. We also expect that payments
by
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participants or indirect participants to owners of beneficial interests in the global security held through such
participants or indirect participants will be governed by standing instructions and customary practices and will be the
responsibility of such participants or indirect participants. We will not have any responsibility or liability for any
aspect of the records relating to, or payments made on account of, beneficial interests in the global security for any
note or for maintaining, supervising or reviewing any records relating to such beneficial interests or for any other
aspect of the relationship between DTC and its participants or indirect participants or the relationship between such
participants or indirect participants and the owners of beneficial interests in the global security owning through such
participants.

Transfers between participants in DTC will be effected in the ordinary way in accordance with DTC rules and will be
settled in same-day funds.

DTC has advised us that it will take any action permitted to be taken by a holder of notes only at the direction of one
or more participants to whose account the DTC interests in the global security is credited and only in respect of such
portion of the aggregate principal amount of notes as to which such participant or participants has or have given such
direction. However, if DTC notifies us that it is unwilling to be a depositary for the global security or ceases to be a
clearing agency or there is an event of default under the notes, DTC will exchange the global security for certificated
securities which it will distribute to its participants. Although DTC is expected to follow the foregoing procedures in
order to facilitate transfers of interests in the global security among participants of DTC, it is under no obligation to
perform or continue to perform such procedures, and such procedures may be discontinued at any time. Neither we
nor the trustee will have any responsibility, or liability for the performance by DTC or the participants or indirect
participants of their respective obligations under the rules and procedures governing their respective operations.
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IMPORTANT UNITED STATES FEDERAL INCOME TAX CONSEQUENCES

This section describes the material United States federal income tax considerations relating to the purchase, ownership
and disposition of the notes and of the common stock acquired upon conversion of the notes. This description does not
provide a complete analysis of all potential tax considerations. The information provided below is based on the
Internal Revenue Code of 1986, as amended, referred to as the �Code,� Treasury regulations issued under the Code,
published rulings and court decisions, all as in effect on the date hereof. These authorities may change, possibly on a
retroactive basis, or the Internal Revenue Service, referred to as the �IRS,� might interpret the existing authorities
differently. In either case, the tax consequences of purchasing, owning or disposing of the notes or our common stock
could differ from those described below.

As used herein, �U.S. Holder� means a beneficial owner of the notes or the common stock who or which is:

� a citizen or resident of the United States, as determined for United States federal income tax purposes;

� a corporation or other business entity treated as a corporation for United States federal income tax purposes
created or organized in or under the laws of the United States or any state thereof or the District of Columbia;

� an estate, the income of which is subject to U.S. federal income taxation regardless of its source; or

� a trust if (1) a court within the United States can exercise primary supervision over its administration, and one
or more United States persons have the authority to control all of the substantial decisions of that trust, or (2) it
has a valid election in effect under applicable U.S. Treasury regulations to be treated as a United States person.

As used herein, a �Non-U.S. Holder� means a beneficial owner of the notes or the common stock who or which is a
nonresident alien or a corporation, trust or estate for U.S. federal income tax purposes that is not a U.S. Holder.

If a partnership or other entity taxable as a partnership holds the notes or the common stock, the tax treatment of a
partner will generally depend on the status of the partner and the activities of the partnership. Any such partnership or
other entity owning the notes or the common stock, and any owner of an interest in any such partnership or other
entity, should consult its own tax advisor as to the tax consequences of the purchase, ownership and disposition of the
notes and the common stock.

This description generally applies only to investors that purchase notes for cash in the initial offering at their issue
price, which is the first price at which a substantial amount of the notes are sold for money to the public (not including
sales to bond houses, brokers or similar persons or organizations acting in the capacity of underwriters, placement
agents or wholesalers), and that hold the notes and common stock as �capital assets� (generally, for investment). This
description is general in nature and does not discuss all aspects of U.S. federal income taxation that may be relevant to
a particular holder in light of the holder�s particular circumstances, or to certain types of holders subject to special
treatment under U.S. federal income tax laws (such as financial institutions, real estate investment trusts, regulated
investment companies, grantor trusts, insurance companies, tax-exempt organizations, brokers, dealers or traders in
securities or foreign currencies, and persons holding notes or common stock as part of a position in a ��straddle� or as
part of a �hedging,� �conversion� or �integrated� transaction for U.S. federal income tax purposes). In addition, this
description does not consider the effect of any foreign, state, local or other tax laws, or any U.S. tax
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considerations (e.g., estate or gift tax) other than U.S. federal income tax considerations, that may be applicable to
particular holders.

We urge prospective investors to consult their own tax advisors with respect to the application of the U.S. federal
income tax laws to their particular situations as well as any tax consequences arising under the U.S. federal estate
or gift tax laws or under the laws of any state, local or foreign taxing jurisdiction or under any applicable treaty or
the possible effects of changes in the United States federal and other tax laws.

Consequences to U.S. Holders

The following is a summary of the U.S. federal income tax consequences that apply to U.S. Holders of notes or
common stock.

Interest

Stated interest on the notes will generally be included in a U.S. Holder�s gross income as ordinary income for U.S.
federal income tax purposes at the time it is received or accrued in accordance with the U.S. Holder�s regular method
of accounting.

Sale or Exchange of the Notes

A U.S. Holder generally will recognize capital gain or loss if the U.S. Holder disposes of a note in a sale or exchange
(other than a conversion of the note into common stock). The U.S. Holder�s gain or loss will equal the difference
between the amount realized by the U.S. Holder and the U.S. Holder�s adjusted tax basis in the note, except that any
portion of the amount realized that is attributable to accrued but unpaid interest should not be taken into account when
computing gain or loss. The portion of the amount realized that is attributable to accrued but unpaid interest should
instead be recognized as ordinary interest income to the extent not previously included in income.

A U.S. Holder�s adjusted tax basis in a note will generally equal the amount the U.S. Holder paid for the note if the
U.S. Holder is a cash basis taxpayer. The amount realized by the U.S. Holder will include the amount of any cash and
the fair market value of any other property received for the note.

Gain or loss recognized by a U.S. Holder on a disposition of the note will be long-term capital gain or loss if the U.S.
Holder held the note for more than one year. Long-term capital gains of non-corporate taxpayers are taxed at lower
rates than those applicable to ordinary income. The deductibility of capital losses is subject to certain limitations.

Conversion of the Notes

A U.S. Holder who converts a note into our common stock will not recognize any income, gain or loss, except for any
gain or loss attributable to the receipt of cash in lieu of a fractional share. The U.S. Holder�s aggregate adjusted basis in
the common stock will equal its adjusted basis in the note (less the portion of the basis allocable to a fractional share
of common stock for which cash is received), and the U.S. Holder�s holding period for the stock will include the period
during which the U.S. Holder held the note. The receipt of cash in lieu of a fractional share of common stock
generally will result in capital gain or loss measured by the difference between the cash received for the fractional
share and the U.S. Holder�s adjusted tax basis allocable to such fractional share.
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Dividends on Common Stock

If a U.S. Holder converts a note into common stock and we make a distribution (other than certain distributions of our
own stock) in respect of that stock, the distribution will be treated as a dividend to the extent it is paid from our
current or accumulated earnings and profits. If the distribution exceeds our current and accumulated earnings and
profits, the excess will be treated as a nontaxable return of capital reducing the U.S. Holder�s adjusted tax basis in the
U.S. Holder�s common stock to the extent of the U.S. Holder�s adjusted tax basis in that stock. Any remaining excess
will be treated as capital gain.

Recent legislation provides for special treatment of dividends paid to individual taxpayers in taxable years beginning
before January 1, 2011. Under this legislation, dividend income that is received by individual taxpayers and that
satisfies certain requirements is generally subject to tax at a favorable rate. We are required to provide stockholders
who receive dividends with an information return on Form 1099-DIV that states the extent to which the dividend is
paid from our current or accumulated earnings and profits.

If a U.S. Holder is a U.S. corporation, it will be able to claim the deduction allowed to U.S. corporations in respect of
dividends received from other U.S. corporations equal to a portion of any dividends received, subject to generally
applicable limitations on that deduction. In general, a dividend distribution to a corporate U.S. Holder may qualify for
the 70% dividends received deduction if the U.S. Holder owns less than 20% of the voting power and value of our
stock.

Constructive Dividends to Holders of Notes or Common Stock

The terms of the notes allow for changes in the conversion price of the notes in certain circumstances. A change in
conversion price that allows U.S. Holders of notes to receive more shares of common stock on conversion may
increase those note holders� proportionate interests in our earnings and profits or assets. In that case, those note holders
could be treated as though they received a dividend in the form of our common stock. Such a constructive stock
dividend could be taxable to those note holders, although they would not actually receive any cash or other property.
For example, such a taxable constructive stock dividend would occur if the conversion price were adjusted to
compensate U.S. Holders of notes for distributions of cash or property to our stockholders. However, a change in
conversion price to prevent the dilution of the note holders� interests upon a stock split or other change in capital
structure, if made under a bona fide, reasonable adjustment formula, should not increase note holders� proportionate
interests in our earnings and profits or assets and should not be treated as a constructive stock dividend. On the other
hand, if an event occurs that dilutes the note holders� interests and the conversion price is not adjusted, the resulting
increase in the proportionate interests of our stockholders could be treated as a taxable stock dividend to those
stockholders. Any taxable constructive stock dividends resulting from a change to, or failure to change, the conversion
price would be treated in the same manner as dividends paid in cash or other property. These dividends would result in
dividend income to the recipient to the extent of our current or accumulated earnings and profits, with any excess
treated as a nontaxable return of capital up to the holder�s basis in the common stock, and the remainder being treated
as capital gain as more fully described above.

Sale of Common Stock

A U.S. Holder will generally recognize capital gain or loss on a sale or exchange of common stock. The U.S. Holder�s
gain or loss will equal the difference between the amount realized by the U.S. Holder and the U.S. Holder�s adjusted
tax basis in the stock. The amount realized by the U.S. Holder will include the amount of any cash and the fair market
value of any other property received for the stock. A U.S. Holder�s adjusted tax basis in common stock
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received upon conversion of a note will generally be as described above in ��Conversion of the Notes.� Gain or loss
recognized by a U.S. Holder on a sale or exchange of common stock will be long-term capital gain or loss if the U.S.
Holder held the stock for more than one year. Long-term capital gains of non-corporate taxpayers are taxed at lower
rates than those applicable to ordinary income. The deductibility of capital losses is subject to certain limitations.

Information Reporting and Backup Withholding

When required, we or our paying agent will report to the holders of the notes and the common stock and the IRS
amounts paid or accrued on or with respect to the notes and the common stock during each calendar year and the
amount of tax, if any, withheld from such payments. A U.S. Holder may be subject to backup withholding on
payments made on the notes and dividends paid on the common stock, and on the proceeds from a sale of the notes or
the common stock, at the applicable rate (which is currently 28%) if the U.S. Holder (a) fails to provide us or our
paying agent (or the broker or other relevant paying agent) with a correct taxpayer identification number or
certification of exempt status (such as certification of corporate status), (b) has been notified by the IRS that it is
subject to backup withholding as a result of the failure to properly report payments of interest or dividends or (c) in
certain circumstances, has failed to certify under penalties of perjury that it is not subject to backup withholding. A
U.S. Holder may be eligible for an exemption from backup withholding by providing a properly completed IRS
Form W-9. Any amounts withheld under the backup withholding rules will generally be allowed as a refund or a
credit against a U.S. Holder�s United States federal income tax liability provided the required information is properly
furnished to the IRS on a timely basis.

Consequences to Non-U.S. Holders

The following is a summary of the U.S. federal income tax consequences that apply to Non-U.S. Holders of notes or
common stock. Special rules may apply to certain Non-U.S. Holders such as �controlled foreign corporations,� �passive
foreign investment companies,� �foreign personal holding companies,� certain United States expatriates and investors in
entities that are treated as partnerships for United States federal income tax purposes. Such Non-U.S. Holders and, if
applicable, owners of interests in such Non-U.S. Holders should consult their own tax advisors to determine the
United States federal, state, local and other tax consequences that may be relevant to them.

Interest

Interest paid to a Non-U.S. Holder of the notes will not be subject to United States federal withholding tax under the
�portfolio interest exception,� provided that:

(1) the Non-U.S. Holder does not actually or constructively own 10% or more of the total combined voting power of
all classes of our stock;

(2) the Non-U.S. Holder is not

(A) a controlled foreign corporation that is related to us through stock ownership or

(B) a bank that received the note on an extension of credit made pursuant to a loan agreement entered into in the
ordinary course of its trade or business; and

(3) the beneficial owner of the note provides its name and address and certifies, under penalties of perjury, that it is
not a United States person. Such certification is generally made on an IRS Form W-8BEN or a suitable substitute
form.
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Interest paid to a Non-U.S. Holder that does not qualify for the portfolio interest exception and that is not effectively
connected with a United States trade or business will be subject to United States federal withholding tax at a rate of
30%, unless a United States income tax treaty applies to reduce or eliminate withholding.

A Non-U.S. Holder will generally be subject to tax in the same manner as a U.S. Holder with respect to interest that is
effectively connected with the conduct of a trade or business by the Non-U.S. Holder in the United States and, if an
applicable tax treaty so provides, such interest is attributable to a United States permanent establishment maintained
by the Non-U.S. Holder. Such effectively connected interest received by a Non-U.S. Holder that is a corporation may
in certain circumstances be subject to an additional �branch profits tax� at a 30% rate or, if applicable, a lower treaty
rate.

To claim the benefit of a lower treaty rate or to claim exemption from withholding because the interest is effectively
connected with a United States trade or business, a Non-U.S. Holder must provide a properly executed IRS
Form W-8BEN or IRS Form W-8ECI (or a suitable substitute form), as applicable. Such certificate must contain,
among other information, the name and address of the Non-U.S. Holder.

Non-U.S. Holders should consult their own tax advisors regarding applicable income tax treaties, which may provide
different rules.

Conversion of the Notes

A Non-U.S. Holder who converts a note into common stock will not recognize any income, gain or loss, except for
any gain or loss attributable to the receipt of cash in lieu of a fractional share. Cash received in lieu of a fractional
share on conversion may give rise to gain that would be subject to the rules described below with respect to the sale or
exchange of a note or common stock. The Non-U.S. Holder�s aggregate adjusted basis in the common stock will equal
the Non-U.S. Holder�s adjusted basis in the note (less the portion of the basis allocable to a fractional share of common
stock for which cash is received), and the Non-U.S. Holder�s holding period for the stock will include the period
during which the Non-U.S. Holder held the note.

Dividends

Subject to the discussion below of backup withholding, dividends paid on the common stock to a Non-U.S. Holder
(including any deemed dividend payments as discussed in �Consequences to U.S. Holders�Constructive Dividends to
Holders of Notes or Common Stock�) generally will be subject to a 30% U.S. federal withholding tax, unless either:
(a) an applicable income tax treaty reduces or eliminates such tax, and the Non-U.S. Holder claims the benefit of that
treaty by providing a properly completed and duly executed IRS Form W-8BEN (or suitable successor or substitute
form) establishing qualification for benefits under the treaty, or (b) the dividend is effectively connected with the
Non-U.S. Holder�s conduct of a trade or business in the United States and the Non-U.S. Holder provides an appropriate
statement to that effect on a properly completed and duly executed IRS Form W-8ECI (or suitable successor form).

If dividends paid on the common stock to a Non-U.S. Holder are effectively connected with the Non-U.S. Holder�s
trade or business in the United States, the Non-U.S. Holder will be required to pay United States federal income tax on
that dividend on a net income basis generally in the same manner as a U.S. Holder. If a Non-U.S. Holder is eligible for
the benefits of a tax treaty between the United States and its country of residence, any dividend income that is
effectively connected with a United States trade or business will be subject to United States federal income tax in the
manner specified by the treaty and generally will only be subject to such tax if such income is attributable to a
permanent establishment (or a fixed base in the
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case of an individual) maintained by the Non-U.S. Holder in the United States and the Non-U.S. Holder claims the
benefit of the treaty by properly submitting an IRS Form W-8BEN. In addition, a Non-U.S. Holder that is treated as a
foreign corporation for United States federal income tax purposes may be subject to a branch profits tax equal to 30%
(or lower applicable treaty rate) of its earnings and profits for the taxable year, subject to adjustments, that are
effectively connected with its conduct of a trade or business in the United States.

Dispositions of Notes and Common Stock

Generally, a Non-U.S. Holder will not be subject to federal income tax on gain realized upon the sale, exchange,
conversion or other disposition of a note or common stock unless: (a) such holder is an individual present in the
United States for 183 days or more in the taxable year of the sale, exchange or other disposition and certain other
conditions are met, (b) the gain is effectively connected with the conduct of a trade or business in the United States by
the Non-U.S. Holder, and if an applicable income tax treaty so provides, the gain is attributable to a permanent
establishment (or in the case of an individual, to a fixed base) in the United States, or (c) we are or have been a U.S.
real property holding corporation, as defined in the Code, at any time within the 5-year period preceding the
disposition or the Non-U.S. Holder�s holding period, whichever period is shorter. In the case of a disposition of our
common stock, even if we were a U.S. real property holding corporation, such gain would not be taxable under the
rules described in clause (c) in the preceding sentence if the common stock is regularly traded on an established
securities market and the Non-U.S. holder owns no more than 5% of our common stock. We are not, and do not
anticipate becoming, a U.S. real property holding corporation.

If the first exception (i.e., for an individual present in the United States for 183 days or more in the taxable year of the
disposition) applies, the Non-U.S. Holder generally will be subject to tax at a rate of 30% on the amount by which the
Non-U.S. Holder�s United States-source capital gains for the taxable year of the disposition exceed its capital losses
allocable to United States sources for such year.

If the second exception (i.e., for gain that is effectively connected with the conduct of a United States trade or
business) applies, the Non-U.S. Holder will be required to pay United States federal income tax on the net gain
derived from the disposition in the same manner as U.S. Holders, as described above. If a Non-U.S. Holder is eligible
for the benefits of a tax treaty between the United States and its country of residence, any such gain will be subject to
United States federal income tax in the manner specified by the treaty and generally will only be subject to such tax if
such gain is attributable to a permanent establishment (or a fixed base in the case of an individual) maintained by the
Non-U.S. Holder in the United States and the Non-U.S. Holder claims the benefit of the treaty by properly submitting
an IRS Form W-8BEN (or suitable successor form). Additionally, Non-U.S. Holders that are treated for United States
federal income tax purposes as corporations and that are engaged in a trade or business or have a permanent
establishment in the United States could be subject to a branch profits tax on such income at a 30% rate, or a lower
rate if so specified by an applicable income tax treaty.

Information Reporting and Backup Withholding

When required, we or our paying agent will report to the IRS and to each Non-U.S. Holder any amount paid with
respect to the notes and the amount of any dividend paid on the common stock in each calendar year, and the amount
of tax withheld, if any, with respect to these payments.

Non-U.S. Holders who have provided the forms and certification mentioned above or who have otherwise established
an exemption will generally not be subject to backup withholding
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tax if neither we nor our agent has actual knowledge or reason to know that any information in those forms and
certification is unreliable or that the conditions of the exemption are in fact not satisfied. Payments of the proceeds
from the sale of a note or common stock effected outside the United States by or through a foreign office of a broker
generally will not be subject to information reporting or backup withholding. However, information reporting, but not
backup withholding, may apply to those payments if the broker is, for United States federal income tax purposes, one
of the following: (a) a United States person, (b) a controlled foreign corporation, (c) a foreign person 50 percent or
more of whose gross income from all sources for the three-year period ending with the close of its taxable year
preceding the payment was effectively connected with a United States trade or business, (d) a foreign partnership with
specified connections to the United States, or (e) a U.S. branch of a foreign bank or insurance company.

Payment of the proceeds from a sale of a note or common stock to or through the United States office of a broker will
be subject to information reporting and backup withholding unless the beneficial owner certifies as to its taxpayer
identification number or otherwise establishes an exemption from information reporting and backup withholding.

Backup withholding is not an additional tax. The amount of any backup withholding from a payment to a Non-U.S.
Holder will be allowed as a credit against such holder�s United States federal income tax liability and may entitle the
holder to a refund, provided the required information is furnished to the IRS on a timely basis.

The preceding discussion of certain U.S. federal income tax consequences is for general information only and is
not tax advice. Accordingly, each investor should consult its own tax advisor as to particular tax consequences to it
of purchasing, holding and disposing of the notes and the common stock, including the applicability and effect of
any state, local or foreign tax laws, and of any proposed changes in applicable laws.
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UNDERWRITING

Subject to the terms and conditions of the underwriting agreement, Deutsche Bank Securities Inc. has agreed to
purchase from us $450,000,000 principal amount of notes at the public offering price less underwriting discounts and
commissions.

The underwriting agreement provides that the obligations of Deutsche Bank Securities Inc. to purchase the notes
offered hereby are subject to certain conditions precedent and that Deutsche Bank Securities Inc. will purchase all of
the notes offered by this prospectus supplement if any of these notes are purchased.

The following table shows the per note and total underwriting discounts and commissions to be paid to Deutsche Bank
Securities Inc. Such amounts are shown assuming both no exercise and full exercise of Deutsche Bank Securities Inc.�s
option to purchase an additional $50,000,000 aggregate principal amount of notes.

Paid by Us
No

Exercise Full Exercise

Per Note % %
Total $ $

We have been advised by Deutsche Bank Securities Inc. that Deutsche Bank Securities Inc. proposes to offer the notes
to the public at the public offering price set forth on the cover of this prospectus and to dealers at a price that
represents a concession not in excess of     % of the principal amount of the notes. Deutsche Bank Securities Inc. may
allow, and these dealers may re-allow, a concession of not more than     % of the principal amount of the notes to other
dealers. After the initial public offering, representatives of Deutsche Bank Securities Inc. may change the offering
price and other selling terms.

In addition, we estimate that our share of the total expenses of this offering, excluding underwriting discounts and
commissions, will be approximately $310,000.

We have agreed to indemnify Deutsche Bank Securities Inc. against some specified types of liabilities, including
liabilities under the Securities Act, and to contribute to payments Deutsche Bank Securities Inc. may be required to
make in respect of any of these liabilities.

We have granted to Deutsche Bank Securities Inc. an option, exercisable not later than five days after the date of this
prospectus supplement, to purchase up to $50,000,000 aggregate principal amount of additional notes at the public
offering price less the underwriting discounts and commissions set forth on the cover page of this prospectus
supplement. Deutsche Bank Securities Inc. may exercise this option only to cover over-allotments made in connection
with the sale of the notes offered by this prospectus. We will be obligated, pursuant to the option, to sell these
additional notes to Deutsche Bank Securities Inc. to the extent the option is exercised. If any additional notes are
purchased, Deutsche Bank Securities Inc. will offer the additional notes on the same terms as those on which the notes
are being offered.

We and our executive chairman, our president and chief executive officer and our senior vice president, finance and
chief financial officer have agreed with Deutsche Bank Securities Inc. not to dispose of or hedge any of our common
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stock or securities convertible into or exchangeable for notes of common stock during the period from the date of this
prospectus continuing through the date 60 days after the date of this prospectus; however, these agreements are
subject to a number of significant exceptions and, in any event, may be waived with the prior written consent of
Deutsche Bank Securities Inc.

We intend to use a portion of the net proceeds of this offering to purchase a call spread option, the exposure for which
will be held by Deutsche Bank AG, London Branch with Deutsche Bank AG, New York Branch acting as agent, an
affiliate of Deutsche Bank Securities
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Inc. (such affiliate being referred to as the �option seller�). In connection with this call spread option, the option seller
will enter into various derivative transactions prior to, at or after the pricing of the notes. See �Call Spread Option� and
�Capitalization.� Such hedging arrangements could increase the price of our common stock. The option seller or any
transferee of any of its positions, is likely to modify its hedge position from time to time during the term of the call
spread option, by purchasing or selling shares of our common stock, our other securities or other instruments it may
wish to use in connection with such hedging. The effect, if any, of these transactions and activities on the market price
of our common stock or the notes will depend in part on market conditions and the settlement methods under the call
spread option and cannot be ascertained at this time, but any of these activities may adversely affect the value of the
notes and our common stock, and as a result, the value of the common stock you will receive upon the conversion of
the notes.

Deutsche Bank Securities Inc. has advised us that it does not intend to confirm sales to any account over which it
exercises discretionary authority.

The notes are a new issue of securities with no established trading market. The notes will not be listed on any
securities exchange or on any automated dealer quotation system. Deutsche Bank Securities Inc. may make a market
in the notes after completion of the offering, but will not be obligated to do so and may discontinue any
market-making activities at any time without notice. No assurance can be given as to the liquidity of the trading
market for the notes or that an active public market for the notes will develop. If an active public trading market for
the notes does not develop, the market price and liquidity of the notes may be adversely affected.

In connection with the offering, Deutsche Bank Securities Inc. may purchase and sell the notes in the open market.
These transactions may include short sales, purchases to cover positions created by short sales and stabilizing
transactions.

Short sales involve the sale by Deutsche Bank Securities Inc. of a greater principal amount of notes than Deutsche
Bank Securities Inc. is required to purchase in the offering. Covered short sales are sales made in an amount not
greater than Deutsche Bank Securities Inc.�s option to purchase additional notes from us in the offering. Deutsche
Bank Securities Inc. may close out any covered short position by either exercising its option to purchase additional
notes or purchasing notes in the open market. In determining the source of notes to close out the covered short
position, Deutsche Bank Securities Inc. will consider, among other things, the price of notes available for purchase in
the open market as compared to the price at which it may purchase notes through the over-allotment option. Naked
short sales are any sales in excess of the over-allotment option. Deutsche Bank Securities Inc. must close out any
naked short position by purchasing notes in the open market. A naked short position is more likely to be created if
Deutsche Bank Securities Inc. is concerned that there may be downward pressure on the price of the notes in the open
market prior to the completion of the offering.

Stabilizing transactions consist of various bids for or purchases of the notes made by Deutsche Bank Securities Inc. in
the open market prior to the completion of the offering. Deutsche Bank Securities Inc. may discontinue these
stabilization transactions at any time.

Purchases to cover a short position and stabilizing transactions may have the effect of preventing or slowing a decline
in the market price of the notes. Additionally, these purchases, along with the imposition of the penalty bid, may
stabilize, maintain or otherwise affect the market price of the notes. As a result, the price of the notes may be higher
than the price that might otherwise exist in the open market. These transactions may be effected in the
over-the-counter market or otherwise.

Deutsche Bank Securities Inc. has represented and agreed that (i) it has not offered or sold and, prior to the expiration
of the period of six months from the closing date of this offering,
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will not offer or sell any notes to persons in the United Kingdom except to persons whose ordinary activities involve
them in acquiring, holding, managing or disposing of investments (as principal or agent) for the purposes of their
businesses or otherwise in circumstances which have not resulted and will not result in an offer to the public in the
United Kingdom within the meaning of the Public Offers of Securities Regulations 1995; (ii) it has complied with and
will comply with all applicable provisions of the Financial Services Act 1986 with respect to anything done by it in
relation to the notes in, from or otherwise involving the United Kingdom; and (iii) it has only issued or passed on and
will only issue or pass on in the United Kingdom, any document received by it in connection with the issue of the
notes to a person who is of a kind described in Article 11(3) of the Financial Services Act 1986 (Investment
Advertisements) (Exemptions) Order 1996 or is a person to whom such document may otherwise be lawfully issued or
passed on.

A prospectus supplement and the accompanying prospectus in electronic format may be made available on Internet
web sites maintained by Deutsche Bank Securities Inc. Other than the prospectus supplement and the accompanying
prospectus in electronic format, the information on Deutsche Bank Securities Inc.�s web site and any information
contained in any other web site maintained by Deutsche Bank Securities Inc. is not part of the prospectus supplement,
the accompanying prospectus or the registration statement of which the accompanying prospectus forms a part.

LEGAL MATTERS

The legal validity of the notes offered hereby will be passed upon for us by Hogan & Hartson L.L.P., Baltimore,
Maryland and for the underwriter by Wilmer Cutler Pickering Hale and Dorr LLP, Washington, DC.
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This prospectus relates to an effective registration statement under the Securities Act of 1933, but is not complete.
You should refer to the accompanying prospectus supplement or other accompanying offering material for a
description of the securities offered by this prospectus and other important information.

Ciena Corporation

Convertible Senior Notes due 2017

This prospectus relates to our Convertible Senior Notes due 2017 that we may offer and sell. The notes will be
convertible into our common stock.

The terms of the notes that are offered, and other information, will be set forth in one or more supplements to this
prospectus, post-effective amendments to the registration statement of which this prospectus is a part, or in one or
more documents incorporated by reference herein.

Our common stock is traded on The NASDAQ Global Select Market under the symbol �CIEN.�

Investing in our securities involves risks. See �Risk Factors� contained in the accompanying prospectus
supplement and in the documents incorporated herein by reference.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the accuracy or adequacy of this prospectus. Any representation
to the contrary is a criminal offense.

Deutsche Bank Securities

The date of this prospectus is June 4, 2007.
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You should rely only on the information provided or incorporated by reference in this prospectus, any applicable
prospectus supplement and any �free writing prospectus� we may authorize to be delivered to you. We have not
authorized anyone to provide you with different or additional information. We are not making an offer to sell the
Notes in any jurisdiction where the offer or sale of the Notes is not permitted. You should not assume that the
information appearing in this prospectus, the accompanying prospectus supplement or the documents incorporated by
reference herein or therein is accurate as of any date other than their respective dates. Our business, financial
condition, results of operations and prospects may have changed since those dates.

You should read carefully the entire prospectus, as well as the documents incorporated by reference in the prospectus
and the applicable prospectus supplement, before making an investment decision.

When used in this prospectus, except where the context otherwise requires, the terms �we,� �us� and �our� refer to Ciena
Corporation.

We have a 52 or 53 week fiscal year, which ends on the Saturday nearest to the last day of October in each year. For
purposes of financial statement presentation, each fiscal year is described as having ended on October 31. Fiscal 2002,
fiscal 2003, fiscal 2004, fiscal 2005 and fiscal 2006 each comprised 52 weeks.

i
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FORWARD-LOOKING STATEMENTS

Some of the statements contained, or incorporated by reference, in this prospectus and the accompanying prospectus
supplement discuss future expectations, contain projections of results of operations or financial condition or state
other �forward-looking� information within the meaning of Section 27A of the Securities Act of 1933 and Section 21E
of the Securities Exchange Act of 1934. Those statements are subject to known and unknown risks, uncertainties and
other factors that could cause the actual results to differ materially from those contemplated by the statements. The
�forward-looking� information is based on various factors and was derived using numerous assumptions. In some cases,
you can identify these so-called �forward-looking statements� by words like �may,� �will,� �should,� �expects,� �plans,�
�anticipates,� �believes,� �estimates,� �predicts,� �potential,� or �continue� or the negative of those words and other comparable
words. You should be aware that those statements only reflect our predictions. Actual events or results may differ
substantially. Important factors that could cause our actual results to be materially different from the forward-looking
statements are disclosed under the heading �Risk Factors� in the accompanying prospectus supplement and are disclosed
in the information incorporated by reference in this prospectus, including in Item 1A, Risk Factors, page 41, of our
Form 10-Q for the fiscal quarter ended April 30, 2007.

We undertake no obligation to update or revise these forward-looking statements, whether as a result of new
information, future events or otherwise.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC under the
Securities Exchange Act of 1934. You may read and copy any reports, statements or other information on file at the
SEC�s public reference room located at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at
1-800-SEC-0330 for further information on the operation of the public reference room. These filings and other
information that we file electronically with the SEC are available at the Internet website maintained by the SEC at
http://www.sec.gov.

We have filed with the SEC a �shelf� registration statement on Form S-3 under the Securities Act of 1933 relating to the
notes that may be offered by this prospectus. This prospectus is a part of that registration statement, but does not
contain all of the information in the registration statement. We have omitted parts of the registration statement in
accordance with the rules and regulations of the SEC. For more detail about us and any notes that may be offered by
this prospectus, you may examine the registration statement on Form S-3 and the exhibits filed with it at the location
listed in the previous paragraph.

INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

We incorporate information into this prospectus by reference, which means that we disclose important information to
you by referring you to another document filed separately with the SEC. The information incorporated by reference is
deemed to be part of this prospectus, except to the extent superseded by information contained herein or by
information contained in documents filed with the SEC after the date of this prospectus. This prospectus incorporates
by reference the documents set forth below, the file number for each of which is 0-21969, that have been previously
filed with the SEC (other than, in each case, documents or information deemed to have been furnished and not filed in
accordance with SEC rules):

(1) Our Annual Report on Form 10-K for the fiscal year ended October 31, 2006;
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(2) Our Quarterly Reports on Form 10-Q for the fiscal quarters ended January 31, 2007 and April 30, 2007;

(3) Our Current Reports on Form 8-K filed on December 14, 2006 (reporting under Item 5.02) and April 5, 2007
(reporting under Items 5.02 and 9.01).

1
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(4) The description of our common stock set forth in our registration statement on Form 8-A filed on January 13,
1997, including any amendment or report filed with the SEC for the purpose of updating such description.

We also incorporate by reference into this prospectus additional documents that we may file with the SEC under
Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 from the date of this prospectus until we have
sold all of the securities to which this prospectus relates or the offering is terminated. We do not incorporate by
reference additional documents or information furnished to, but not filed with, the SEC.

You may obtain copies of any of these filings through Ciena Corporation as described below, through the SEC or
through the SEC�s Internet website as described above. Documents incorporated by reference are available without
charge, excluding all exhibits unless an exhibit has been specifically incorporated by reference into this prospectus, by
requesting them in writing, by telephone or via the Internet at:

Investor Relations
Ciena Corporation

1201 Winterson Road
Linthicum, Maryland 21090

(410) 865-8500
www.ciena.com
ir@ciena.com

The information contained on our website does not constitute a part of this prospectus, and our website address
supplied above is intended to be an inactive textual reference only and not an active hyperlink to our website.

THE COMPANY

Ciena Corporation is a supplier of communications networking equipment, software and services that support the
delivery and transport of voice, video and data services. Our products are used in communications networks operated
by telecommunications service providers, cable operators, governments and enterprises around the globe. We
specialize in transitioning legacy communications networks to converged, next-generation architectures, capable of
efficiently delivering a broader mix of high-bandwidth services. By improving network productivity, reducing costs
and enabling integrated services offerings, our products create business and operational value for our customers.

During the past several years, we have taken a number of significant steps to position Ciena to take advantage of
market opportunities we see arising from increased demand for a broader mix of high-bandwidth services and new
communications applications. Consumer demand for high-speed voice, video and data services and enterprise demand
for reliable and secure connectivity are driving network transition to more efficient, simplified network
infrastructures, better suited to handle higher bandwidth, multiservice traffic. To pursue these opportunities, we have
expanded our product portfolio and enhanced product functionality through internal development, acquisition and
partnerships. We have sought to build upon our historical expertise in core optical networking by adding
complementary products in the metro and access portions of communications networks. This strategy has enabled us
to increase penetration of our historical telecommunications service provider customers with additional products, and
allowed us to broaden our addressable markets to include customers in the cable, government and enterprise markets.

Our principal office is located at 1201 Winterson Road, Linthicum, Maryland 21090, and our telephone number is
(410) 865-8500.

USE OF PROCEEDS
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We intend to use the net proceeds from this offering as set forth in the accompanying applicable prospectus
supplement.
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RATIO OF EARNINGS TO FIXED CHARGES

Six
Months
Ended

Fiscal Years Ended October 31,
April
30,

2002 2003 2004 2005 2006 2007

Ratio of earnings to fixed
charges � � � � 1.07 2.8
Earnings deficiency $ 1,486,764 $ 385,261 $ 788,343 $ 434,379 � �

For the years ended October 31, 2002, 2003, 2004 and 2005, earnings were inadequate to cover fixed charges and the
dollar amount of coverage deficiency is disclosed in the above table, in thousands.

These computations include us and our consolidated subsidiaries. For purposes of calculating the ratio of earnings to
fixed charges, earnings consist of income (loss) before provision for income taxes, plus fixed charges. Fixed charges
include interest expense on debt and the portion of rental expense under operating leases that we deem to be
representative of the interest factor.

LEGAL MATTERS

Hogan & Hartson L.L.P., Baltimore, Maryland, will provide us with an opinion as to the legal validity of the notes
offered hereby.

EXPERTS

The financial statements and management�s assessment of the effectiveness of internal control over financial reporting
(which is included in Management�s Report on Internal Control over Financial Reporting) incorporated in this
prospectus by reference to the Annual Report on Form 10-K for the year ended October 31, 2006 have been so
incorporated in reliance on the report of PricewaterhouseCoopers LLP, an independent registered public accounting
firm, given on the authority of said firm as experts in auditing and accounting.
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Ciena Corporation

$450,000,000

     % Convertible Senior Notes due 2017

Deutsche Bank Securities

Prospectus Supplement June  , 2007
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