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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

United Microelectronics Corporation

Date: 11/19/2009 By: Chitung Liu

Name: Chitung Liu
Title: Chief Financial Officer
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not be subject to the $1.0 million limitation on the income tax deductibility of compensation paid per covered executive officer imposed under
Section 162(m). In addition, shares issued under the Stock Issuance Program may also qualify as performance-based compensation that is not
subject to the Section 162(m) limitation, if the issuance of those shares is approved by the Compensation Committee and the vesting is tied
solely to the attainment of the corporate performance milestones discussed below in the summary description of that program.

The shares of common stock issuable under the 2000 Plan may be drawn from shares of our authorized but unissued shares or from shares
reacquired by us, including shares repurchased on the open market.

Shares subject to any outstanding options or other Equity Awards under the 2000 Plan (including options transferred from the Predecessor Plan)
that expire or otherwise terminate prior to the issuance of the shares subject to those options or awards will be available for subsequent issuance.
Unvested shares issued under the 2000 Plan (including unvested shares originally issued under the Predecessor Plan) and subsequently
repurchased by us, at the option exercise or direct issue price paid per share, pursuant to our repurchase rights under the 2000 Plan, will be added
back to the number of shares reserved for issuance under the 2000 Plan and will accordingly be available for subsequent issuance.

Should the exercise price of an option under the 2000 Plan be paid with shares of common stock or should shares of common stock otherwise
issuable under the 2000 Plan be withheld by SimpleTech in satisfaction of the withholding taxes incurred in connection with the exercise of an
option or the issuance of fully-vested shares under the Stock Issuance Program, then the number of shares of common stock available for
issuance under the 2000 Plan will be reduced by the gross number of shares for which the option is exercised or the gross number of fully vested
shares issued under the Stock Issuance Program, and not by the net number of shares of common stock issued to the holder of such option or
stock issuance.

Eligibility

Officers, employees, non-employee members of the board of directors and independent consultants in the service of SimpleTech or its
subsidiaries, whether now existing or subsequently established, are eligible to participate in the Discretionary Option Grant and Stock Issuance
Programs. Non-employee members of the board of directors will be eligible to participate in the Automatic Option Grant Program.

As of April 17, 2006, four executive officers, three non-employee members of the board of directors and 470 other employees were eligible to
participate in the 2000 Plan.

Valuation

The fair market value per share of our common stock on any relevant date under the 2000 Plan will be deemed to be equal to the closing selling
price per share of our common stock at the close of regular hours trading on the NASDAQ National Market® on that date, as such price is
reported by the National Association of Securities Dealers. If there is no closing selling price for our common stock on the date in question, the
fair market value will be the closing selling price on the last preceding date for which such quotation exists. On April 17, 2006 the fair market
value determined on such basis was $3.65 per share.

Discretionary Option Grant Program

The Plan Administrator has complete discretion under the Discretionary Option Grant Program to determine which eligible individuals are to
receive option grants, the time or times when those grants are to be made, the number of shares subject to each such grant, the status of any
granted option as either an incentive stock option or a non-statutory option under the federal tax laws, the vesting schedule, if any, to be in effect
for the option grant and the maximum term for which any granted option is to remain outstanding.

Each granted option will have an exercise price per share determined by the Plan Administrator, but in no event will such exercise price be less
than eighty-five percent (85%) of the fair market value of the option shares
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on the grant date. No granted option will have a term in excess of 10 years, and the option will generally become exercisable in one or more
installments over a specified period of service measured from the grant date. However, options may be structured so that they will be
immediately exercisable for any or all of the option shares. The unvested shares acquired under those options may be subject to repurchase by
us, at the exercise price paid per share, if the optionee ceases service with us prior to vesting in those shares.

Upon cessation of service with SimpleTech, the optionee will have a limited period of time in which to exercise any outstanding option to the
extent exercisable for vested shares. The Plan Administrator will have complete discretion to extend the period following the optionee�s cessation
of service during which his or her outstanding options may be exercised and/or to accelerate the exercisability or vesting of such options in
whole or in part. Such discretion may be exercised at any time while the options remain outstanding, whether before or after the optionee�s actual
cessation of service.

The Plan Administrator is authorized to issue tandem stock appreciation rights and limited stock appreciation rights under the Discretionary
Option Grant Program. Tandem stock appreciation rights provide the holders with the election to surrender their outstanding options for an
appreciation distribution from us equal to the fair market value (on the option surrender date) of the vested shares of common stock subject to
the surrendered option, less the aggregate exercise price payable for those shares. Such appreciation distribution may be made in cash, in shares
of common stock, or partly in shares and partly in cash, as the Plan Administrator may in its sole discretion deem appropriate. None of the
outstanding options under the Predecessor Plan contain any stock appreciation rights.

The Plan Administrator may also issue limited stock appreciation rights to certain of our executive officers and non-employee board members
holding stock options under the Discretionary Option Grant Program. Upon the successful completion of a hostile tender offer for more than
fifty percent of our outstanding voting securities, holders of limited stock appreciation rights may surrender their stock options under the
Discretionary Option Grant Program to us in return for a cash distribution. The amount of the distribution per surrendered option share will be
equal to the excess of (i) the fair market value per share at the time the option is surrendered or, if greater, the highest tender offer price paid per
share in the hostile take-over over (ii) the exercise price payable per share under such option. As of April 17, 2006, the Plan Administrator had
not issued any stock appreciation rights under the Discretionary Option Grant Program.

The Plan Administrator has the authority to effect the cancellation of any or all outstanding options under the Discretionary Option Grant
Program (including options transferred from the Predecessor Program) and to grant in exchange new options covering the same or a different
number of shares of common stock but with an exercise price per share not less than the fair market value per share of the common stock on the
new grant date. Shareholder approval of the amendment and restatement of the 2000 Plan will provide the Plan Administrator the authority to
also (i) grant in exchange for the cancelled options cash or shares of common stock, whether vested or unvested, equal in value to the value of
the cancelled options (as measured by the excess of the fair market value of the shares underlying the cancelled options on the date of
cancellation over the exercise price in effect for the cancelled options) and (ii) reduce the exercise price of one or more outstanding stock options
to the then current fair market value per share of common stock or to issue new stock options with a lower exercise price at not less than the then
current fair market value per share of common stock in immediate cancellation of outstanding stock options with a higher exercise price.

Stock Issuance Program

Shares of common stock may be issued under the Stock Issuance Program for such valid consideration under the California General Corporation
Law as the Plan Administrator deems appropriate, including cash, securities or other property. The shares may also be issued as a bonus for past
services without any cash payment required of the recipient. In addition, restricted shares of common stock may be issued that vest in one or
more installments over the recipient�s period of service or upon attainment of specified performance objectives. Shares
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of common stock may also be issued under such program pursuant to restricted stock units or other stock-based awards that entitle the recipients
to receive the shares underlying those awards upon the attainment of designated performance goals, the satisfaction of specified service
requirements and/or upon the expiration of a designated time period following the grant of those awards or units.

The Plan Administrator will have complete discretion under the Stock Issuance Program to determine which eligible individuals are to receive
such stock issuances, restricted stock units or other stock-based awards, the time or times when those issuances or awards are to be made, the
number of shares subject to each such issuance or award, the vesting schedule to be in effect for the issuance or award and the cash consideration
(if any) payable per share. The shares issued may be fully vested upon issuance or may vest upon the completion of a designated service period
and/or the attainment of pre-established performance goals.

To assure that the compensation attributable to one or more Equity Awards under the Stock Issuance Program will qualify as performance-based
compensation that will not be subject to the $1.0 million limitation on the income tax deductibility of the compensation paid to a �covered
employee� imposed under Section 162(m) of the Code, the Compensation Committee will also have the discretionary authority to structure one or
more Equity Awards under the Stock Issuance Program so that the shares of common stock subject to those particular awards will vest only
upon the achievement of certain pre-established corporate performance goals. Such goals may be based on one or more of the following criteria:
(i) return on total shareholder equity; (ii) earnings or net income per share; (iii) net income or operating income; (iv) earnings before interest,
taxes, depreciation, amortization and stock-based compensation costs, or operating income before depreciation and amortization; (v) sales or
revenue targets; (vi) return on assets, capital or investment; (vii) cash flow; (viii) market share; (ix) cost reduction goals; (x) budget
comparisons; (xi) implementation or completion of projects or processes strategic or critical to our business operations; (xii) measures of
customer satisfaction; (xiii) any combination of, or a specified increase in, any of the foregoing; and (xiv) the formation of joint ventures,
research and development collaborations, marketing or customer service collaborations, or the completion of other corporate transactions
intended to enhance our revenue or profitability or expand our customer base; provided, however, that for purposes of items (ii), (iii) and
(vii) above, the Compensation Committee may, at the time the Equity Awards are made, specify certain adjustments to such items as reported in
accordance with generally accepted accounting principles in the U.S. (�GAAP�), which will exclude from the calculation of those performance
goals one or more of the following: certain charges related to acquisitions, stock-based compensation, employer payroll tax expense on certain
stock option exercises, settlement costs, restructuring costs, gains or losses on strategic investments, non-operating gains, certain other non-cash
charges, valuation allowance on deferred tax assets, and the related income tax effects, purchases of property and equipment, and any
extraordinary non-recurring items as described in Accounting Principles Board Opinion No. 30, provided that such adjustments are in
conformity with those reported by SimpleTech on a non-GAAP basis. In addition, such performance goals may be based upon the attainment of
specified levels of SimpleTech�s performance under one or more of the measures described above relative to the performance of other entities
and may also be based on the performance of any of SimpleTech�s business groups or divisions or any parent or subsidiary. Performance goals
may include a minimum threshold level of performance below which no award will be earned, levels of performance at which specified portions
of an award will be earned and a maximum level of performance at which an award will be fully earned. The Compensation Committee may
provide that, if the actual level of attainment for any performance objective is between two specified levels, the amount of the award attributable
to that performance objective shall be interpolated on a straight-line basis.

The Plan Administrator will have the discretionary authority at any time to accelerate the vesting of any and all shares of restricted stock or other
unvested shares outstanding under the Stock Issuance Program. However, no vesting requirements tied to the attainment of performance
objectives may be waived with respect to shares that were intended at the time of issuance to qualify as performance-based compensation under
Section 162(m) of the Code, except in the event of certain involuntary terminations or changes in control or ownership.

Outstanding restricted stock units or other stock-based awards under the Stock Issuance Program will automatically terminate, and no shares of
common stock will actually be issued in satisfaction of those awards, if
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the performance goals or service requirements established for such awards are not attained. The Plan Administrator, however, will have the
discretionary authority to issue shares of common stock in satisfaction of one or more outstanding restricted stock units or other stock-based
awards as to which the designated performance goals or service requirements are not attained. However, no vesting requirements tied to the
attainment of performance objectives may be waived with respect to awards that were intended at the time of issuance to qualify as
performance-based compensation under Section 162(m) of the Code, except in the event of certain involuntary terminations or changes in
control or ownership.

Automatic Option Grant Program

Under the Automatic Option Grant Program, each individual who is first elected or appointed as a non-employee board member will, at the time
of his or her initial election or appointment to the board, automatically receive an option grant to purchase 30,000 shares of common stock,
provided that such individual has not previously been in the employ of SimpleTech or any of its parents or subsidiaries. Each automatic grant
will have an exercise price per share equal to the fair market value per share of our common stock on the grant date and will have a term of ten
years, subject to earlier termination following the optionee�s cessation of board service. The option will be immediately exercisable for all of the
option shares; however, any unvested shares purchased under such option will be subject to repurchase by us, at the exercise price paid per
share, should the optionee cease service on the board prior to vesting in those shares. The shares subject to each automatic option grant will vest
in a series of five successive annual installments upon the optionee�s completion of each year of board service over the five-year period measured
from the grant date. However, the shares will immediately vest in full upon certain changes in control or ownership of SimpleTech or upon the
optionee�s death or permanent disability while serving as a board member. Following the optionee�s cessation of service on the board for any
reason, each option will remain exercisable for a 12-month period and may be exercised during that time for any or all shares in which the
optionee is vested at the time of such cessation of board service.

Predecessor Plan

All outstanding options under the Predecessor Plan that were transferred to the 2000 Plan will continue to be governed by the terms of the
original agreements evidencing those options, and no provision of the 2000 Plan will affect or otherwise modify the rights or obligations of the
holders of the transferred options with respect to their acquisition of common stock. However, the Plan Administrator has complete discretion to
extend one or more provisions of the 2000 Plan to the transferred options, to the extent those options do not otherwise contain such provisions.

17

Edgar Filing: UNITED MICROELECTRONICS CORP - Form 6-K

12



Option Grants Since January 1, 2005

The following table sets forth, as to our chief executive officer and each of our other three most highly compensated executive officers
(determined on the basis of their salary and bonus) for the 2005 fiscal year and the other individuals and groups indicated, the number of shares
of common stock subject to option grants made under the 2000 Plan from January 1, 2005 through April 17, 2006, together with the weighted
average exercise price payable per share for such option grants. To date, only stock options have been granted under the 2000 Plan, however, we
have agreed to grant restricted stock unit awards for an aggregate of 50,000 shares of common stock to a recently hired employee, which award
is subject to shareholder approval of the amendment and restatement of the 2000 Plan.

OPTION TRANSACTIONS

Name and Position

Number of Shares
Underlying

Option
Granted (#)

Weighted Average
Exercise Price

Per
Share ($)

Manouch Moshayedi

Chief Executive Officer and Chairman of the Board

300,000 $ 3.84

Mike Moshayedi

President and Director

100,000 $ 3.84

Mark Moshayedi

Chief Operating Officer, Chief Technical Officer,

Secretary and Director

250,000 $ 3.84

Dan Moses

Chief Financial Officer and Director

100,000 $ 3.84

Rajat Bahri

Director

30,000 $ 3.77

F. Michael Ball

Director

0 �  

James J. Peterson

Director

0 �  

All current executive officers as a group (4 persons) 750,000 $ 3.84

All current non-employee directors as a group (3 persons) 30,000 $ 3.77

All employees, including current officers who are not executive officers,
as a group

2,520,000 $ 4.55

Information regarding the vesting schedules of the options granted to Manouch Moshayedi, Mike Moshayedi, Mark Moshayedi and Dan Moses
is included in this proxy statement under the heading �Executive Compensation and Related Information�Option Grants in Last Fiscal Year.�
Information regarding the vesting schedule of the automatic option granted to Mr. Bahri is included in this proxy statement under the heading
�Proposal No. 1: Election of Directors�Director Compensation.�

New Plan Benefits

The benefits and amounts that will be received by each of the named executive officers, the executive officers as a group and all other
employees under the 2000 Plan cannot be determined at this time because the Plan Administrator has full discretion to determine the number,
type and value of awards under the Discretionary Option Grant and Stock Issuance Programs of the 2000 Plan. Under the Automatic Option
Grant Program, each
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individual who is first elected or appointed as a non-employee board member will, at the time of his or her initial election or appointment to the
board, automatically receive an option grant to purchase 30,000 shares of common stock, provided that such individual has not previously been
in the employ of SimpleTech or any of its parents or subsidiaries.

General Provisions

Acceleration. In the event of a corporate transaction, each outstanding option under the Discretionary Option Grant Program will automatically
accelerate in full, unless (i) the option is assumed by the successor corporation or otherwise continued in effect or (ii) the option is replaced with
a cash incentive program that preserves the spread existing on the unvested shares subject to such option (which is measured as the excess of the
fair market value of those shares over the exercise price in effect for the shares) and provides for subsequent payout of that spread in accordance
with the same vesting schedule in effect for those shares. In addition, all outstanding repurchase rights under the Discretionary Option Grant and
Stock Issuance Programs will automatically terminate, and all unvested shares will immediately vest, except to the extent our repurchase rights
with respect to those shares are to be assigned to the successor corporation or otherwise continued in effect. Each outstanding restricted stock
unit or other stock-based award under the Stock Issuance Program will vest as to the number of shares of common stock subject to such award
immediately prior to the corporate transaction, unless the unit or award is assumed by the successor corporation or otherwise continued in effect.
The shares subject to each option under the Automatic Option Grant Program will immediately vest upon any corporate transaction.

The Plan Administrator will have the discretion to structure one or more Equity Awards under the Discretionary Option Grant and Stock
Issuance Programs so that those Equity Awards will vest in full either immediately upon a corporate transaction or in the event the individual�s
service with SimpleTech or the successor entity is terminated (actually or constructively) within a designated period following a corporate
transaction, whether or not those Equity Awards are to be assumed or otherwise continued in effect. A corporate transaction will be deemed to
occur upon (i) the acquisition of SimpleTech by merger or consolidation approved by our shareholders or (ii) a sale of all or substantially all of
SimpleTech�s assets in complete liquidation or dissolution of SimpleTech approved by our shareholders.

The Plan Administrator will also have the discretion to structure one or more Equity Awards under the Discretionary Option Grant and Stock
Issuance Programs so that those Equity Awards will immediately vest in connection with our change of control or in the event the individual�s
service with SimpleTech is terminated (actually or constructively) within a designated period following our change of control. The shares
subject to each option under the Automatic Option Grant Program will immediately vest upon our change of control. A change of control will be
deemed to occur upon (i) a successful tender offer for more than 50% of our outstanding voting stock or (ii) a change in the majority of our
board of directors through one or more contested elections for board membership.

The Plan Administrator will also have the discretion to structure one or more Equity Awards under the Discretionary Option Grant and Stock
Issuance Programs so that those Equity Awards will immediately vest in connection with the successful completion of a hostile tender offer for
more than fifty percent of our outstanding voting securities or in the event the individual�s service with SimpleTech is terminated (actually or
constructively) within a designated period following the completion of such hostile tender offer. Each option granted under the Automatic
Option Grant Program includes a limited stock appreciation right. Upon the successful completion of a hostile tender offer, each outstanding
option under the Automatic Option Grant Program may be surrendered to us in return for a cash distribution from us. The amount of the
distribution per surrendered option share will be equal to the excess of (i) the fair market value per share at the time the option is surrendered or,
if greater, the highest tender offer price paid per share in the hostile tender offer over (ii) the exercise price payable per share under such option.

Shareholder approval of this Proposal will also constitute pre-approval of each limited stock appreciation right granted under the Automatic
Option Grant Program and the subsequent exercise of that right in accordance with the foregoing terms.

19

Edgar Filing: UNITED MICROELECTRONICS CORP - Form 6-K

15



The acceleration of vesting in the event of a corporate transaction, change of control or hostile take-over of SimpleTech may be seen as an
anti-takeover provision and may have the effect of discouraging a merger proposal, a takeover attempt or other efforts to gain control of
SimpleTech.

Shareholder Rights and Option Transferability. The holder of an option will have no shareholder rights with respect to the shares subject to the
option unless and until such person shall have exercised the option and become a holder of record of shares of common stock distributed upon
exercise of such award. Incentive options are not assignable or transferable other than by will or the laws of inheritance following the optionee�s
death, and during the optionee�s lifetime, may only be exercised by the optionee. However, non-statutory options may be transferred or assigned
during the holder�s lifetime to one or more members of the holder�s family or to a trust established for the benefit of the holder and/or one or more
such family members or to the holder�s former spouse, to the extent such transfer is in connection with the holder�s estate plan or pursuant to a
domestic relations order.

A participant will have full shareholder rights with respect to any shares of common stock issued to him or her under the Stock Issuance
Program, whether or not his or her interest in those shares is vested. Accordingly, the participant will have the right to vote such shares and to
receive any regular cash dividends paid on such shares, but will not have the right to transfer such shares prior to vesting. A participant will not
have any shareholder rights with respect to the shares of common stock subject to restricted stock units or other stock-based award until that
award vests and the shares of common stock are actually issued thereunder. However, dividend-equivalent units may be paid or credited, either
in cash or in actual or phantom shares of common stock, on outstanding restricted stock units or other stock-based awards, subject to such terms
and conditions as the Plan Administrator may deem appropriate.

Changes in Capitalization. In the event any change is made to the outstanding shares of common stock by reason of any stock split, stock
dividend, recapitalization, combination of shares, exchange of shares or other change affecting the outstanding common stock as a class without
SimpleTech�s receipt of consideration, appropriate adjustments will be made to (i) the maximum number and/or class of securities issuable under
the 2000 Plan, (ii) the maximum number and/or class of securities for which any one person may be granted Equity Awards under the 2000 Plan
per calendar year, (iii) the number and/or class of securities for which grants are subsequently to be made under the Automatic Option Grant
Program to newly elected or appointed non-employee board members, (iv) the number and/or class of securities and the exercise price per share
in effect under each outstanding option under the 2000 Plan, (v) the number and/or class of securities and exercise price per share in effect under
each outstanding option incorporated into this 2000 Plan from the Predecessor Plan, (vi) the number and/or class of securities subject to each
outstanding restricted stock unit or other stock-based award under the 2000 Plan and the consideration (if any) payable per share, and (vii) the
maximum number and/or class of securities by which the share reserve under the 2000 Plan is to increase automatically each calendar year. All
such adjustments will be designed to preclude any dilution or enlargement of benefits under the 2000 Plan or the outstanding Equity Awards
thereunder.

Special Tax Election. The Plan Administrator may provide any or all holders of non-statutory options, restricted stock units or any other
stock-based awards pursuant to which vested shares of common stock are to be issued under the 2000 Plan (other than the options granted or the
shares issued under the Automatic Option Grant Program) and any or all individuals to whom vested or unvested shares of common stock are
issued in a direct issuance under the Stock Issuance Program with the right to utilize either or both of the following methods to satisfy all or part
of the federal and state income and employment withholding taxes to which they may become subject in connection with the exercise of their
options, the issuance to them of vested shares, or the subsequent vesting of unvested shares issued to them:

� Stock Withholding: The election to have SimpleTech withhold, from the shares otherwise issuable upon the exercise of such
non-statutory option or upon the issuance of fully-vested shares, a portion of those shares with an aggregate fair market value equal to
the amount of the minimum withholding taxes required to be withheld by law (using the minimum statutory withholding rates).
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� Stock Delivery: The election to deliver to SimpleTech certain shares of common stock previously acquired by such holder (other than
in connection with such exercise, share issuance or share vesting that triggered the withholding taxes) with an aggregate fair market
value equal to the amount of the minimum withholding taxes required to be withheld by law (using the minimum statutory
withholding rates). The shares of common stock so delivered shall not be added to the shares of common stock authorized for issuance
under the 2000 Plan.

Amendment and Termination. Our board of directors may amend, modify, suspend, or terminate the Plan at any time, subject to shareholder
approval pursuant to applicable laws, regulations, or rules of any stock exchange (or the Nasdaq National Market, if applicable) on which our
common stock is then listed for trading. No such amendment, modification, suspension or termination shall adversely affect the rights and
obligations with respect to stock options, unvested stock issuances or other stock-based awards at the time outstanding under the 2000 Plan
unless the optionee or the participant consents to such amendment or modification. Unless sooner terminated by our board of directors, the 2000
Plan will terminate on the earliest of (i) February 28, 2010, (ii) the date on which all shares available for issuance under the 2000 Plan have been
issued as fully-vested shares, or (iii) the termination of all outstanding options, unvested stock issuances, restricted stock units and other
stock-based awards in connection with certain changes in control or ownership of SimpleTech. Should the 2000 Plan terminate on February 28,
2010, all option grants, unvested stock issuances, restricted stock units and other stock-based awards outstanding at that time shall continue to
have force and effect in accordance with the provisions of the documents evidencing such grants, issuances or awards.

Federal Income Tax Consequences

The following discussion summarizes income tax consequences of the 2000 Plan under current federal income tax law and is intended for
general information only. In addition, the tax consequences described below are subject to the limitations of Section 162(m) of the Code, as
discussed in further detail below. Other federal taxes and foreign, state and local income taxes are not discussed, and may vary depending upon
individual circumstances and from locality to locality.

Option Grants. Options granted under the 2000 Plan may be either incentive stock options, which satisfy the requirements of Section 422 of the
Code, or non-statutory stock options, which are not intended to meet such requirements. The federal income tax treatment for the two types of
options differs as follows:

Incentive Stock Options. No taxable income is recognized by the optionee at the time of the option grant, and, if there is no disqualifying
disposition at the time of exercise, no taxable income is recognized for regular tax purposes at the time the option is exercised, although taxable
income may arise at that time for alternative minimum tax purposes equal to the excess of the fair market value of the purchased shares at such
time over the exercise price paid for those shares. The optionee will recognize taxable income in the year in which the purchased shares are sold
or otherwise made the subject of certain dispositions. For federal tax purposes, dispositions are divided into two categories: (i) qualifying and
(ii) disqualifying. A qualifying disposition occurs if the sale or other disposition is made more than two years after the date the option for the
shares involved in such sale or disposition was granted and more than one year after the date the option was exercised for those shares. If either
of these two requirements is not satisfied, a disqualifying disposition will result.

Upon a qualifying disposition, the optionee will recognize long-term capital gain in an amount equal to the excess of (i) the amount realized
upon the sale or other disposition of the purchased shares over (ii) the exercise price paid for the shares. If there is a disqualifying disposition of
the shares, then the excess of (i) the fair market value of those shares on the exercise date over (ii) the exercise price paid for the shares will be
taxable as ordinary income to the optionee. Any additional gain or any loss recognized upon the disposition will be taxable as a capital gain or
capital loss to the optionee.
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If the optionee makes a disqualifying disposition of the purchased shares, SimpleTech will be entitled to an income tax deduction, for our
taxable year in which such disposition occurs, equal to the excess of (i) the fair market value of such shares on the option exercise date over
(ii) the exercise price paid for the shares. If the optionee makes a qualifying disposition, we will not be entitled to any income tax deduction.

Non-Statutory Stock Options. No taxable income is recognized by an optionee upon the grant of a non-statutory option. The optionee will, in
general, recognize ordinary income in the year in which the option is exercised, equal to the excess of the fair market value of the purchased
shares on the exercise date over the exercise price paid for the shares, and SimpleTech will be required to collect certain withholding taxes
applicable to such income from the optionee.

SimpleTech will be entitled to an income tax deduction equal to the amount of any ordinary income recognized by the optionee with respect to
an exercised non-statutory option. The deduction will in general be allowed for our taxable year in which such ordinary income is recognized by
the optionee.

If the shares acquired upon exercise of the non-statutory option are unvested and subject to repurchase in the event of the optionee�s cessation of
service prior to vesting in those shares, then the optionee will not recognize any taxable income at the time of exercise but will have to report as
ordinary income, as and when SimpleTech�s repurchase right lapses, an amount equal to the excess of (i) the fair market value of the shares on
the date the repurchase right lapses over (ii) the exercise price paid for the shares. The optionee may elect under Section 83(b) of the Code to
include as ordinary income in the year of exercise of the option an amount equal to the excess of (i) the fair market value of the purchased shares
on the exercise date over (ii) the exercise price paid for such shares. If the Section 83(b) election is made, the optionee will not recognize any
additional income as and when the repurchase right lapses.

Stock Appreciation Rights. No taxable income is recognized upon receipt of a stock appreciation right. The holder will recognize ordinary
income in the year in which the stock appreciation right is exercised, in an amount equal to the excess of the fair market value of the underlying
shares of common stock on the exercise date over the base price in effect for the exercised right, and SimpleTech will be required to collect
certain withholding taxes applicable to such income from the holder.

SimpleTech will be entitled to an income tax deduction equal to the amount of any ordinary income recognized by the holder in connection with
the exercise of a stock appreciation right. The deduction will in general be allowed for our taxable year in which such ordinary income is
recognized by the holder.

Direct Stock Issuances. The holder will recognize ordinary income in the year in which shares are actually issued to the holder. The amount of
that income will be equal to the fair market value of the shares on the date of issuance, and SimpleTech will be required to collect certain
withholding taxes applicable to such income from the holder.

SimpleTech will be entitled to an income tax deduction equal to the amount of ordinary income recognized by the holder at the time the shares
are issued. The deduction will in general be allowed for our taxable year in which such ordinary income is recognized by the holder.

Restricted Stock Units. No taxable income is recognized upon receipt of a restricted stock unit award. The holder will recognize ordinary income
in the year in which the shares subject to that unit are actually issued to the holder. The amount of that income will be equal to the fair market
value of the shares on the date of issuance, and SimpleTech will be required to collect certain withholding taxes applicable to such income from
the holder. SimpleTech will be entitled to an income tax deduction equal to the amount of ordinary income recognized by the holder at the time
the shares are issued. The deduction will in general be allowed for our taxable year in which such ordinary income is recognized by the holder.

THE FOREGOING IS ONLY A SUMMARY OF THE EFFECT OF FEDERAL INCOME TAXATION UPON PARTICIPANTS AND
SIMPLETECH WITH RESPECT TO THE GRANT AND EXERCISE OF EQUITY
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AWARDS UNDER THE 2000 PLAN. IT DOES NOT PURPORT TO BE COMPLETE, AND DOES NOT DISCUSS THE PROVISIONS OF
THE INCOME TAX LAWS OF ANY MUNICIPALITY, STATE OR FOREIGN COUNTRY IN WHICH THE PARTICIPANT MAY
RESIDE.

Deductibility of Executive Compensation

We anticipate that any compensation deemed paid by us in connection with disqualifying dispositions of incentive stock option shares or the
exercise of non-statutory stock options with exercise prices equal to or greater than the fair market value of the underlying shares on the grant
date will qualify as performance-based compensation for purposes of Section 162(m) of the Internal Revenue Code and will not have to be taken
into account for purposes of the $1.0 million limitation per �covered employee� on the deductibility of the compensation paid to certain executive
officers. Accordingly, all compensation deemed paid with respect to those options should remain deductible without limitation under
Section 162(m). However, any compensation deemed paid by SimpleTech in connection with shares issued under the Stock Issuance Program
will be subject to the $1.0 million limitation on deductibility per covered employee, except to the extent the vesting of those shares is based
solely on one or more of the performance milestones specified above in the summary of the terms of the Stock Issuance Program.

Accounting Treatment

In December 2004 the Financial Accounting Standards Board (�FASB�) released Statement of Financial Accounting Standards No. 123 (revised
2004). The accounting standards established by that Statement generally requires that we expense all share-based payments to employees,
including stock option grants, commencing on January 1, 2006. Accordingly, the stock options that we grant to our employees and
non-employee board members will have to be valued as of the grant date under an appropriate valuation formula, and that value will then have to
be charged as a compensation expense against our reported earnings over the applicable vesting periods. Similar option expensing will be
required for any previously granted unvested options on the January 1, 2006 effective date, with the fair value of those unvested options as of
their respective grant dates to be expensed against our earnings over the remaining vesting periods. For shares issuable upon the vesting of
restricted stock units made under the 2000 Plan, we will continue to accrue a compensation cost equal to the excess of the fair market value of
the shares on the date of the restricted stock unit award over the cash consideration (if any) paid for such shares. If shares subject to a direct
issuance under the 2000 Plan are unvested at the time of such direct issuance, then the fair market value of those shares at the time of issuance
will continue to be treated as a charge to our reported earnings to be amortized over the vesting period. However, such accounting treatment will
be applicable whether vesting is tied to service periods or performance goals.

Vote Required

The approval of the amendment and restatement of the 2000 Plan requires the approval of the affirmative vote of a majority of the shares of
common stock present or represented by proxy and voting at the 2006 annual meeting together with the affirmative vote of a majority of the
required quorum.

Recommendation of the Board of Directors

Our board of directors unanimously recommends that the shareholders vote �FOR� approval of the amendment and restatement of the
2000 Plan.
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PROPOSAL NO. 3

RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

General

PricewaterhouseCoopers LLP has been selected by our Audit Committee as our independent registered public accounting firm for the fiscal year
ending December 31, 2006. Shareholder ratification of the selection of PricewaterhouseCoopers LLP as our independent registered public
accounting firm is not required by our bylaws or otherwise. However, the board of directors is submitting the selection of
PricewaterhouseCoopers LLP to our shareholders for ratification as a matter of good corporate practice. If ratification of this selection is not
approved by a majority of the shares of common stock voting thereon, our Audit Committee will review its future selection of independent
registered public accounting firms; however, the Audit Committee may select PricewaterhouseCoopers LLP, notwithstanding the failure of the
shareholders to ratify its selection. In addition, even if the selection is ratified, our Audit Committee in its discretion may direct the appointment
of a different independent registered public accounting firm at any time during the year if it believes that such a change would be in the best
interests of us and our shareholders.

Accountant Fees and Services

During the fiscal years ended December 31, 2005 and 2004, PricewaterhouseCoopers LLP provided various audit, audit related and non-audit
services to us as follows:

Fee Category Fiscal 2005 Fees Fiscal 2004 Fees
Audit Fees � Aggregate fees billed for professional services rendered for the audit of our annual
financial statements and review of financial statements included in our quarterly reports on Form
10-Q or services that are normally provided in connection with statutory and regulatory filings or
engagements for the 2005 and 2004 fiscal years. $ 255,000 $ 212,000

Audit-Related Fees � Aggregate fees billed for assurance and related services that are reasonably
related to the performance of the audit or review of our financial statements which are not reported
under �Audit Fees� above, including fees for consultation on possible acquisitions. $ 0 $ 6,000

Tax Fees � Aggregate fees billed for tax compliance, tax advice and tax planning, including
transfer pricing consultation. $ 0 $ 0

All Other Fees � Aggregate fees billed for products and services provided other than as described
in the preceding three categories. $ 0 $ 0

Total Fees $ 255,000 $ 218,000

Our Audit Committee has considered whether provision of the above services other than audit services is compatible with maintaining the
independent registered public accounting firm�s independence and has determined that such services have not adversely affected
PricewaterhouseCoopers LLP�s independence.

Representatives of PricewaterhouseCoopers LLP are expected to be present at the 2006 annual meeting and will have the opportunity to make a
statement if they desire to do so. They are also expected to be available to respond to appropriate questions. Unless marked to the contrary,
proxies received will be voted �FOR� ratification of the appointment of PricewaterhouseCoopers LLP as our independent registered public
accounting firm for the fiscal year ended December 31, 2006.

Policy on Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent Registered Public Accounting
Firm

The Audit Committee�s policy is to pre-approve all audit and permissible non-audit services provided by the independent registered public
accounting firm. These services may include audit services, audit-related services,
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tax services and other services. Pre-approval is generally provided for up to one year and any pre-approval is detailed as to the particular service
or category of services and is generally subject to a specific budget. The independent registered public accounting firm and management are
required to periodically report to the Audit Committee regarding the extent of services provided by the independent registered public accounting
firm in accordance with this pre-approval, and the fees for the services performed to date. The Audit Committee may also pre-approve particular
services on a case-by-case basis.

All of the 2005 and 2004 services described above were pre-approved by the Audit Committee to the extent required by Section 10A of the
Securities Exchange Act of 1934, as amended, which requires audit committee pre-approval of audit and non-audit services provided by our
independent registered public accounting firm.

Vote Required

The ratification of the appointment of PricewaterhouseCoopers LLP as our independent registered public accounting firm for the fiscal year
ending December 31, 2006 requires the approval of the affirmative vote of a majority of the shares of common stock present or represented by
proxy and voting at the 2006 annual meeting together with the affirmative vote of a majority of the required quorum.

Recommendation of the Board of Directors

Our board of directors unanimously recommends that the shareholders vote �FOR� ratification of the appointment of
PricewaterhouseCoopers LLP as our independent registered public accounting firm for the fiscal year ending December 31, 2006.
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OTHER MATTERS

Our board of directors knows of no other business that will be presented at the 2006 annual meeting. If any other business is properly brought
before the 2006 annual meeting, proxies received will be voted in respect thereof in accordance with the recommendation of our board of
directors. Discretionary authority with respect to such other matters is granted by the execution of the enclosed proxy.

MANAGEMENT

Executive Officers and Directors

The following table sets forth certain information regarding our executive officers and directors as of March 31, 2006.

Name Age Position
Manouch Moshayedi (2) 47 Chief Executive Officer and Chairman of the Board of Directors

Mike Moshayedi 50 President and Director

Mark Moshayedi 44 Chief Operating Officer, Chief Technical Officer, Secretary and Director

Dan Moses (2) 38 Chief Financial Officer and Director

Rajat Bahri (1) 41 Director

F. Michael Ball (1) 50 Director

James J. Peterson (1) 50 Director

(1) Member of the Audit, Compensation and Nominating and Corporate Governance Committees
(2) Member of the Special Stock Option and Special Banking and Investment Committees
Manouch Moshayedi.    See �Proposal No. 1: Election of Directors� for Mr. Moshayedi�s biography.

Mike Moshayedi.    See �Proposal No. 1: Election of Directors� for Mr. Moshayedi�s biography.

Mark Moshayedi.    See �Proposal No. 1: Election of Directors� for Mr. Moshayedi�s biography.

Dan Moses.    See �Proposal No. 1: Election of Directors� for Mr. Moses� biography.

Rajat Bahri.    See �Proposal No. 1: Election of Directors� for Mr. Bahri�s biography.

F. Michael Ball.    See �Proposal No. 1: Election of Directors� for Mr. Ball�s biography.

James J. Peterson.    See �Proposal No. 1: Election of Directors� for Mr. Peterson�s biography.

Relationships Among Executive Officers and Directors

Our executive officers are elected by the board of directors on an annual basis and serve until the next annual meeting of shareholders or until
their successors have been duly elected and qualified. Except as otherwise disclosed in their respective biography, there are no family
relationships among any of the directors or executive officers of SimpleTech.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our executive officers and directors, and persons who own more
than 10% of a registered class of our equity securities, to file an initial
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report of securities ownership on Form 3 and reports of changes in securities ownership on Form 4 or 5 with the Securities and Exchange
Commission. Such executive officers, directors and 10% shareholders are also required by SEC rules to furnish us with copies of all
Section 16(a) forms that they file. Based solely on our review of the copies of such forms received by us, or written representations from certain
reporting persons that no Forms 4 or 5 were required for such persons, we believe that for the reporting period from January 1, 2005 to
December 31, 2005, our executive officers and the non-employee members of our board of directors complied with all their reporting
requirements under Section 16(a).
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EXECUTIVE COMPENSATION AND RELATED INFORMATION

The following table sets forth certain summary information concerning the compensation earned by our chief executive officer and each of our
other three most highly compensated executive officers (determined on the basis of their salary and bonus for the 2005 fiscal year) for services
rendered in all capacities to us and our subsidiaries for the fiscal years ended December 31, 2005, 2004 and 2003, respectively. No other
executive officer who would have otherwise been includable in such table on the basis of salary and bonus earned for our 2005 fiscal year has
been excluded by reason of his or her termination of employment or change in executive status during that fiscal year. The individuals included
in the following table are collectively referred to as the �named executive officers.�

Summary Compensation Table

Long Term
Compensation

Awards

Year

Annual Compensation
Other Annual

Compensation ($)

Securities
Underlying
Options (#)

All Other
Compensation ($)Name and Principal Position Salary ($) Bonus ($)

Manouch Moshayedi

Chief Executive Officer and
Chairman of the Board of Directors

2005
2004
2003

489,600
250,000
250,000

�  
�  
�  

18,300
18,300
18,300

(1)
(1)
(1)

300,000
�  

250,000

27,400
26,900
26,100

(2)
(2)
(2)

Mike Moshayedi

President and Director

2005
2004
2003

369,800
250,000
250,000

�  
�  
�  

20,400
20,400
20,400

(1)
(1)
(1)

100,000
�  

250,000

27,400
26,900
24,000

(2)
(2)
(2)

Mark Moshayedi

Chief Operating Officer, Chief
Technical Officer, Secretary and
Director

2005
2004
2003

432,100
250,000
250,000

�  
�  
�  

15,100
15,100
14,900

(1)
(1)
(1)

250,000
�  

250,000

27,400
26,900
24,000

(2)
(2)
(2)

Dan Moses

Chief Financial Officer and Director

2005
2004
2003

297,500
240,000
192,500

�  
�  
�  

22,600
22,600
11,600

(1)
(1)
(4)

100,000
200,000
200,000

�  
6,300
6,000

(3)
(3)

(1) Consists of income imputed to the named executive officer for personal use of our automobiles.
(2) For the amounts shown (a) $20,400 represents income imputed to the named executive officer for premiums paid by us for life insurance

policies owned by the named executive officer and (b) the balance represents 401(k) matching contributions made by us.
(3) Consists of 401(k) matching contributions made by us.
(4) Consists of income imputed to the named executive officer for personal use of our automobiles and an automobile allowance.
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Option Grants in Last Fiscal Year

The following table sets forth information regarding options granted to each of our named executive officers during the year ended
December 31, 2005. We did not grant any stock appreciation rights during the year ended December 31, 2005.

Individual Grants

Name

Number of
Shares of
Common

Stock
Underlying

Options
Granted (#)

% of Total
Options

Granted to
Employees in

2005 (1)

Exercise Price
Per Share

($/share)
Expiration

Date

Potential Realizable Value at
Assumed Annual Rates of Stock

Price Appreciation for Option Term

        5% ($)                10% ($)        
Manouch Moshayedi 300,000 9.2% $ 3.84 2/23/15 $ 724,487 $ 1,835,991
Mike Moshayedi 100,000 3.1% $ 3.84 2/23/15 $ 241,496 $ 611,997
Mark Moshayedi 250,000 7.6% $ 3.84 2/23/15 $ 603,739 $ 1,529,993
Dan Moses 100,000 3.1% $ 3.84 2/23/15 $ 241,496 $ 611,997

(1) During 2005, we granted options to purchase 3,275,000 shares of our common stock to our employees, consultants and non-employee
board members.

(2) Potential realizable values are net of exercise price, but before the payment of taxes associated with exercise. Amounts represent
hypothetical gains that could be achieved for the respective options if exercised at the end of the option term. The 5% and 10% assumed
annual rates of compounded stock price appreciation represent assumed rates of appreciation in the value of the common stock from the
fair market value on the date of grant and do not represent our estimate or projection of our future common stock prices. Actual gains, if
any, on stock option exercises are dependent on the future performance of the common stock and overall stock market conditions. The
amounts reflected in the table may not necessarily be achieved.

Each option granted to a named executive officer in 2005 has a maximum term of 10 years, subject to earlier termination following the optionee�s
cessation of service, and would have vested and become exercisable in successive equal annual installments over four years upon the optionee�s
completion of each year of service with us over such period measured from the grant date. However, on December 19, 2005, our board of
directors approved the acceleration of the vesting of all outstanding stock options awarded under our 2000 Stock Incentive Plan which are
unvested on December 19, 2005, including those held by Section 16 officers and members of our board of directors. As a result of this action,
options to purchase approximately 5.6 million shares of common stock became exercisable effective December 19, 2005, representing
approximately 56% of our total outstanding options as of such date. All other terms and conditions applicable to such options, including the
exercise prices, remain unchanged. The decision to accelerate vesting of these options was made primarily to avoid recognizing the related
compensation expense in our future consolidated financial statements with respect to these unvested stock options upon adopting Financial
Accounting Standards Board Statement No. 123(R) �Share-Based Payment� (�SFAS 123(R)�) on January 1, 2006. We had no unvested stock options
at December 31, 2005. It is anticipated that the accelerated vesting of these options will eliminate potential pre-tax compensation expense
recognition in future periods beginning January 1, 2006 of approximately $9.4 million, of which approximately $3.8 million would have been
incurred during the year ending December 31, 2006. Based upon the December 19, 2005 closing price of our common stock on the Nasdaq
National Market of $3.79 per share, our historical employee turnover rates and estimate of future employee separation, this action resulted in a
non-cash stock compensation expense of approximately $374,000 in the fourth quarter of 2005.

Aggregated Option Exercises In Last Fiscal Year and Fiscal Year-End Option Values

None of our named executive officers exercised any stock options during the fiscal year ended December 31, 2005. No stock appreciation rights
were exercised during the fiscal year ended December 31, 2005, and no stock appreciation rights were outstanding at the close of such year.
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Employment Agreements and Change in Control Arrangements

We have entered into employment agreements with each of our named executive officers. Our employment agreements generally require each
employee to devote all of his working time and attention to our business. The employment agreements contain non-competition restrictions and
covenants, including provisions prohibiting each employee from competing with us during his period of employment with us and for a one-year
period thereafter. Each employment agreement is at-will and may be terminated by either party at any time, with or without notice, and with or
without cause. In addition, each employee has entered into a non-disclosure agreement relating to our intellectual property and proprietary
information under which he has agreed to assign all intellectual property rights developed during the course of his employment to us. The
compensation of our named executive officers is subject to annual review and adjustment by our board of directors and Compensation
Committee. A summary of the compensation packages contained in the employment agreements for each of our named executive officers is
provided in the table below.

Compensation Packages Contained in Employment Agreements

Name Position
Date of

Agreement

Initial Annual

Base Salary
Manouch Moshayedi Chairman of the Board and Chief Executive Officer March 2000 $ 440,000(1)
Mike Moshayedi President March 2000 $ 440,000(1)
Mark Moshayedi Chief Operating Officer, Chief Technical Officer and Secretary March 2000 $ 440,000(1)
Dan Moses Chief Financial Officer March 2000 $ 150,000(1)

(1) On December 20, 2004, the Compensation Committee set the 2005 annual base salaries for Mike Moshayedi, Mark Moshayedi and Dan
Moses at $375,000, $440,000 and $300,000 respectively. In addition, on February 11, 2005, the Compensation Committee set the 2005
annual base salary for Manouch Moshayedi at $500,000, effective January 1, 2005.

EQUITY COMPENSATION PLAN INFORMATION

The following table provides information as of December 31, 2005 with respect to the shares of our common stock that may be issued under our
existing equity compensation plans.

Plan Category

Number of Securities to be
Issued Upon Exercise of

Outstanding Options,
Warrants and Rights

Weighted-average Exercise
Price of Outstanding Options,

Warrants and
Rights

Number of Securities
Remaining Available for
Future Issuance Under

Equity Compensation Plans
(Excluding Securities

Reflected in Column (a))
(a) (b) (c)

Equity Compensation Plans
Approved by
Shareholders (1) 10,452,888 $ 4.25 1,495,941(2)
Equity Compensation Plans Not
Approved by Shareholders �  �  �  

Total 10,452,888 1,495,941

(1) Consists of the 2000 Stock Incentive Plan. Does not include information concerning our Employee Stock Purchase Plan, which was
terminated by our board of directors on December 19, 2005.

(2) Consists of shares available for future issuance under the 2000 Stock Incentive Plan. The number of shares of common stock available for
issuance under the 2000 Stock Incentive Plan automatically increases on the first trading day of January each calendar year by an amount
equal to 4% of the total number of shares of common stock outstanding on the last trading day in December of the prior calendar year, but
in no event will any such annual increase exceed 2,500,000 shares of common stock.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth information regarding the beneficial ownership of the shares of our common stock as of March 31, 2006, except as
noted in the footnotes below, by:

� Each person whom we know to be the beneficial owner of 5% or more of our outstanding common stock;

� Each named executive officer;

� Each of our directors; and

� All of our executive officers and directors as a group.
Beneficial ownership is determined in accordance with the rules of the Securities and Exchange Commission. In computing the number of shares
beneficially owned by a person and the percentage of ownership of that person, shares of common stock subject to options held by that person
that are currently exercisable or that will become exercisable within 60 days after March 31, 2006, are deemed outstanding even if they have not
actually been exercised. Those shares, however, are not deemed outstanding for the purpose of computing the percentage ownership of any other
person. As of March 31, 2006, 45,368,682 shares of our common stock were issued and outstanding. Unless otherwise indicated in the footnotes
below, and subject to community property laws where applicable, each of the named persons have sole voting and sole investment power with
respect to the shares shown as beneficially owned. Unless otherwise indicated in the footnotes below, the address of each individual or entity
listed below is c/o 3001 Daimler Street, Santa Ana, California 92705-5812.

Beneficial Ownership

of Shares
Name of Beneficial Owner Number Percentage
Executive Officers and Directors:
Manouch Moshayedi (1) 9,544,961 20.8%
Mike Moshayedi (2) 8,142,996 17.8%
Mark Moshayedi (3) 11,187,070 24.4%
Dan Moses (4) 705,113 1.5%
Rajat Bahri (5) 30,000 *
F. Michael Ball (6) 145,000 *
James J. Peterson (7) 130,000 *
All directors and executive officers as a group (7 persons) (8) 29,885,140 62.7%

5% Holders Not Listed Above:
Dimensional Fund Advisors Inc. (9). 2,267,332 5.0%

* Less than one percent
(1) Includes (i) 1,270,496 shares held by Manouch Moshayedi, as a co-trustee for the D. and N. Moshayedi Investment Trust, dated 9/25/98

for the benefit of Mark Moshayedi�s children, (ii) 7,706,465 shares held by Manouch Moshayedi, as trustee for the M. and S. Moshayedi
Revocable Trust, dated 11/16/95 for the benefit of Manouch Moshayedi�s family and (iii) 550,000 shares subject to options, all of which are
presently exercisable or will become exercisable within 60 days after March 31, 2006. Manouch Moshayedi disclaims beneficial
ownership, except to the extent of his pecuniary interest therein, if any, of the shares held by the D. and N. Moshayedi Investment Trust
and the M. and S. Moshayedi Revocable Trust.

(2) Includes (i) 7,790,996 shares held by Mike & Parto Moshayedi, as trustees for the M. and P. Moshayedi Revocable Trust, dated 12/30/96
for the benefit of Mike Moshayedi�s family and (ii) 350,000 shares subject to options, all of which are presently exercisable or will become
exercisable within 60 days after March 31, 2006. Does not include 9,000 shares held by Mike Moshayedi�s spouse. Mike Moshayedi
disclaims beneficial ownership, except to the extent of his pecuniary interest therein, if any, of the shares held by the M. and P. Moshayedi
Revocable Trust and his spouse.
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(3) Consists of (i) 1,457,878 shares held by Mark Moshayedi, as trustee for the M. and S. Moshayedi Investment Trust, dated 11/16/95 for the
benefit of Manouch Moshayedi�s children, (ii) 677,173 shares held by Mark Moshayedi, as a co-trustee for the M. and P. Moshayedi
Investment Trust, dated 12/30/96, FBO Kevin Moshayedi, (iii) 677,173 shares held by Mark Moshayedi, as a co-trustee for the M. and
P. Moshayedi Investment Trust, dated 12/30/96, FBO Brian Moshayedi, (iv) 7,874,846 shares held by Mark and Semira Moshayedi, as
trustees for the M. and S. Moshayedi Revocable Trust, dated 9/25/98 for the benefit of Mark Moshayedi�s family, and (v) 500,000 shares
subject to options, all of which are presently exercisable or will become exercisable within 60 days after March 31, 2006. Mark Moshayedi
disclaims beneficial ownership, except to the extent of his pecuniary interest therein, if any, of the shares held by the M. and S. Moshayedi
Investment Trust, the M. and P. Moshayedi Investment Trust FBO Kevin Moshayedi and the M. and P. Moshayedi Investment Trust FBO
Brian Moshayedi and the M. and S. Moshayedi Revocable Trust.

(4) Includes 625,000 shares subject to options, all of which are presently exercisable or will become exercisable within 60 days after
March 31, 2006.

(5) Includes 30,000 shares subject to options, all of which are presently exercisable or will become exercisable within 60 days after March 31,
2006.

(6) Includes 140,000 shares subject to options, all of which are presently exercisable or will become exercisable within 60 days after
March 31, 2006.

(7) Includes 130,000 shares subject to options, all of which are presently exercisable or will become exercisable within 60 days after
March 31, 2006.

(8) Includes 2,325,000 shares subject to options, all of which are presently exercisable or will become exercisable within 60 days after
March 31, 2006.

(9) According to a Schedule 13G filed with the SEC on February 6, 2006, Dimensional Fund Advisors Inc. (�DFA�) is an investment advisor
registered under Section 203 of the Investment Advisors Act of 1940 and may be deemed to be the beneficial owner of 2,267,332 shares of
SimpleTech common stock. Such Schedule 13G discloses that (i) DFA possesses investment and/or voting power with respect to the
shares of SimpleTech common stock beneficially owned by it, (ii) such shares are owned by certain investment companies, trusts and
accounts for which DFA serves as investment advisor or manager, and (iii) DFA disclaims beneficial ownership of such shares. The
address for DFA is 1299 Ocean Avenue, 11th Floor, Santa Monica, CA 90401.
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COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSATION

The information contained in this report is not to be deemed �soliciting material� or to be �filed� with the Securities and Exchange
Commission, nor is such information to be incorporated by reference into any future filing under the Securities Act of 1933, as amended, or the
Securities Exchange Act of 1934, as amended, except to the extent that the Company specifically incorporates it by reference in such filing.

The Compensation Committee (the �Committee�) of the Board of Directors (the �Board�) of SimpleTech, Inc. (the �Company�) administers the
compensation program for the Company�s executive officers. The role of the Committee is to review, recommend and approve the base salaries,
any bonuses and other cash compensation of the executive officers. The Committee also administers the Company�s 2000 Stock Incentive Plan
(the �2000 Plan�) with respect to all executive officers and has the exclusive authority to make awards to them under the 2000 Plan. The
Committee is composed of three non-employee directors, as such term is defined in Rule 16b-3 under the Securities and Exchange Act of 1934,
as amended, each of whom also meet applicable federal securities and NASDAQ listing requirements to qualify as an independent director.

The Company�s executive compensation program utilizes a combination of Company performance, individual performance and increases in
shareholder value over time as partial determinants of executive pay levels. These factors are intended to motivate executive officers to improve
the financial position of the Company, to hold executives accountable for the performance of the functions for which they are responsible, to
attract key executives into the service of the Company and to create value for the Company�s shareholders. The compensation for executive
officers is based on two elements: cash compensation and equity-based compensation.

Cash Compensation

The Committee administers the Company�s executive compensation programs to ensure that the total cash compensation paid to executive
officers remains at a competitive level to enable the Company to attract and retain management personnel with the talents and skills required to
meet the challenges of a highly competitive industry. Each executive officer�s base salary may be adjusted each year on the basis of (i) the
Committee�s evaluation of the officer�s personal performance for the preceding year and (ii) the competitive marketplace for persons in
comparable positions. The Company�s performance and profitability may also be a factor in determining the base salaries of executive officers.
The Committee may, however, in its discretion apply entirely different factors regarding financial performance, or modify different
compensation elements, for future fiscal years. The compensation of executive officers is expected to be reviewed annually by the Committee.

The Committee historically has not relied on any external compensation surveys in setting the cash compensation of the executive officers and
does not attempt to target their cash compensation at any specific percentile of the levels of compensation in effect for other executives in
comparable positions in the industry. However, in connection with the Committee�s review of the compensation packages for the Company�s
executive officers for 2006, it engaged an outside consulting firm to conduct a survey of the executive officer compensation practices of a peer
group of companies that are of comparable size and similar industry to the Company. The Committee expects the use of surveys to be a
meaningful guide to assist it with determining cash compensation at competitive levels for the Company�s executive officers in future years.

Cash Incentive Bonus

The Company has not historically maintained a formal cash incentive bonus plan for its executive officers. The Compensation Committee and
each of Manouch Moshayedi, Mike Moshayedi and Mark Moshayedi believe that, as founders of the Company and holders of a significant
amount of the Company�s common stock, each of them has historically had adequate incentive to promote the Company�s growth and the
achievement of its strategic goals. The Committee may, however, from time to time, award cash bonuses to these individuals or
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other executive officers. The timing and amount of such cash bonus awards shall be determined in the Committee�s discretion based on factors
the Committee deems appropriate and reasonable, which may include the Company�s overall performance, individual performance, performance
milestones, the particular executive officer�s base salary level, and overall equity and fairness.

Equity-Based Compensation

The Committee generally believes that stock option grants under the 2000 Plan serve to align the interests of an executive officer with those of
the Company�s shareholders and provide each individual with a significant incentive to manage the Company from the perspective of an owner
with an equity stake in the business. Each grant allows the officer to acquire shares of the Company�s common stock at a fixed price per share
over a specified period of time up to ten years, unless sooner terminated in accordance with the provisions of the 2000 Plan. Each option
generally becomes exercisable in a series of equal installments over a specified period, contingent upon the officer�s continued employment with
the Company. The size of the option grant to each executive officer is set at a level that is intended to create a meaningful opportunity for stock
ownership based upon the individual�s current position with the Company, the individual�s personal performance in recent periods and his or her
potential for future responsibility and promotion over the option term. Other factors include the number of shares of common stock and unvested
options held by the executive officer in order to maintain an appropriate level of equity incentive for that individual. The relevant weight given
to each of these factors varies from individual to individual.

On December 19, 2005, the Board approved the acceleration of the vesting of all outstanding stock options awarded under the 2000 Plan which
were unvested on December 19, 2005, including those held by executive officers and members of the Board. All other terms and conditions
applicable to such options, including the exercise prices, remain unchanged. The decision to accelerate vesting of stock options was made in part
to avoid recognizing the related compensation expense in the Company�s future consolidated financial statements with respect to unvested stock
options upon adopting Statement of Financial Accounting Statement No. 123(R), �Share-Based Payment�, (�SFAS No. 123(R)�) on January 1, 2006.
In making the decision to accelerate vesting, the Board also considered other benefits to the Company, as well as what actions other publicly
traded companies were taking with respect to their outstanding unvested stock options. As a result of SFAS No. 123(R), the Committee expects
to significantly reduce the use and quantity of stock options in the future and explore other equity incentive programs that better aligns the
interest of the executive officer with those of shareholders and to provide each individual with a significant incentive to grow the Company and
build long-term shareholder value.

Compensation of the Chief Executive Officer

The Committee reviews annually the performance and compensation of the Company�s Chief Executive Officer. The base salary of Manouch
Moshayedi, the Chairman and Chief Executive Officer, is set at a level that the Committee believes is competitive with the compensation paid to
the chief executive officers of companies of comparable size and similar industries. The Committee increased the annual base salary for
Mr. Moshayedi to $500,000 for 2005, which represented the first increase in Mr. Moshayedi�s base salary since 1999. Mr. Moshayedi�s approved
annual base salary between 1999 through 2004 was approximately $440,000, however, Mr. Moshayedi voluntarily reduced his annual base
salary starting in May 2001 through December 2004 to an annualized base salary of approximately $250,000 in order to reduce the Company�s
expenses and operating costs during such period. Mr. Moshayedi was not awarded any cash bonus for 2005. Based on the compensation survey
described above, Mr. Moshayedi�s total cash compensation for 2005 (annual base salary plus cash bonus) was at the 75th percentile of the total
cash compensation levels in effect for other chief executive officers at the group of peer companies (determined on the basis of publicly
available 2004 fiscal year data for such peer companies). Mr. Moshayedi is eligible to participate in all equity incentive plans, long-term
incentive plans, pension plans and health and welfare, perquisite and other arrangements generally available to other executive officers. For
2005, such perquisites totaled approximately $38,700 and included life insurance premiums and personal use of the Company�s automobiles. On
February 24, 2005, the Committee granted
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Mr. Moshayedi an option to purchase 300,000 shares of Common Stock with a per share exercise price equal to $3.84. The options granted to
Mr. Moshayedi were in recognition of his personal performance and leadership role and the Company�s performance for the year ended
December 31, 2004. This stock option grant has a term of 10 years and was initially scheduled to vest in four equal annual installments
commencing on February 24, 2006, subject to Mr. Moshayedi�s continued service to SimpleTech through each such date. However, as a result of
the Board�s decision to accelerate the vesting of all outstanding stock options awarded under the 2000 Plan, the options granted to Mr. Moshayedi
all became exercisable effective December 19, 2005.

Compliance with Internal Revenue Code Section 162(m)

Section 162(m) of the Internal Revenue Code disallows a tax deduction to publicly held companies for compensation paid to certain of their
executive officers, to the extent that compensation, whether payable in cash or stock, exceeds $1.0 million per covered officer in any fiscal year.
The limitation applies only to compensation that is not considered to be performance-based. Non-performance-based compensation paid to the
Company�s executive officers for 2005 did not exceed the $1 million limit per officer, and the Committee does not anticipate that any
non-performance-based compensation payable in cash to the executive officers for 2006 will exceed that limit. Accordingly, the Committee has
decided not to take any action at this time to limit or restructure the elements of cash compensation payable to the Company�s executive officers
but will reconsider this decision should the individual cash compensation of any executive officer approach the $1.0 million level. The 2000
Plan has been structured so that any compensation deemed paid by the Company in connection with the exercise of option grants made under
that plan with an exercise price equal to the fair market value of the option shares on the grant date should qualify as performance-based
compensation that will not be subject to the $1.0 million limitation on deductibility provided that the option grants are approved by a committee
comprised exclusively of two or more �outside directors� as required by Section 162(m).

Submitted by the Compensation Committee of

the Board of Directors,

F. Michael Ball, Chairman

Rajat Bahri

James J. Peterson
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AUDIT COMMITTEE REPORT

The information contained in this report shall not be deemed to be �soliciting material� or to be �filed� with the Securities and Exchange
Commission, nor shall such information be incorporated by reference into any future filing under the Securities Act of 1933, as amended, or the
Securities Exchange Act of 1934, as amended, except to the extent that the Company specifically incorporates it by reference in such filing.

The following is the report of the Audit Committee (the �Audit Committee�) of the Board of Directors of SimpleTech, Inc. (the �Company�) with
respect to the Company�s consolidated audited financial statements for the fiscal year ended December 31, 2005, which include the consolidated
balance sheets of the Company as of December 31, 2005 and 2004, and the related consolidated statements of operations, shareholders� equity
and cash flows for each of the three years in the period ended December 31, 2005, and the notes thereto.

Review with Management

The Audit Committee has reviewed and discussed the Company�s audited financial statements with management.

Review and Discussions with Independent Registered Public Accounting Firm

The Audit Committee has discussed with PricewaterhouseCoopers LLP, the Company�s independent registered public accounting firm, the
matters required to be discussed by SAS61 (Codification of Statements on Accounting Standards) which include, among other items, matters
related to the conduct of the audit of the Company�s financial statements.

The Audit Committee has also received written disclosures and the letter from PricewaterhouseCoopers LLP required by Independence
Standards Board Standard No. 1 (which relates to the independent registered public accounting firm�s independence from the Company and its
related entities) and has discussed with PricewaterhouseCoopers LLP their independence from the Company.

Conclusion

Based on the review and discussions referred to above, the Audit Committee recommended to the Company�s Board of Directors that the
Company�s audited financial statements be included in the Company�s Annual Report on Form 10-K for the fiscal year ended December 31, 2005.

Submitted by the Audit Committee of

the Board of Directors,

Rajat Bahri, Chairman

F. Michael Ball

James J. Peterson
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STOCK PERFORMANCE GRAPH

The following graph shows a comparison of cumulative total shareholder return, calculated on a dividend reinvested basis, for us, the Nasdaq
Stock Market (U.S.) Index and the Standard & Poor�s Semiconductors Index, assuming an investment of $100 on December 29, 2000. No cash
dividends have been declared on our common stock. The graph covers the period from December 29, 2000, the last trading day of our 2000
fiscal year, to December 30, 2005, the last trading day of our 2005 fiscal year. The comparisons in the graph below are based upon historical
data and are not indicative of, nor intended to forecast, the future performance of our common stock.

* $100 invested on 12/29/00 in stock or index-including reinvestment of dividends. Fiscal year ending December 31.

Cumulative Total Returns
Dec. 29, 2000 Dec. 31 2001 Dec. 31, 2002 Dec. 31, 2003 Dec. 31, 2004 Dec. 30, 2005

SIMPLETECH, INC.  $ 100.00 $ 76.13 $ 77.94 $ 155.35 $ 118.71 $ 97.29
NASDAQ STOCK MARKET (U.S.) $ 100.00 $ 79.08 $ 55.95 $ 83.35 $ 90.64 $ 92.73
S & P SEMICONDUCTORS $ 100.00 $ 84.17 $ 41.05 $ 81.08 $ 64.14 $ 71.94
Notwithstanding anything to the contrary set forth in any of our previous filings made under the Securities Act of 1933, as amended, or the
Securities Exchange Act of 1934, as amended, that might incorporate future filings made by us under those statutes, the preceding Stock
Performance Graph is not to be incorporated by reference into any such prior filings, nor shall such graph be incorporated by reference into any
future filings made by us under those statutes.
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CERTAIN TRANSACTIONS

Indemnification Agreements

In addition to the indemnification provisions contained in our amended and restated articles of incorporation and bylaws, we have entered into
separate indemnification agreements with each of our officers and directors. These agreements contain provisions that may require us, among
other things, to indemnify these officers and directors against liabilities that may arise because of their status or service as officers or directors,
except for liabilities arising from willful misconduct of a culpable nature, advance their expenses incurred as a result of any proceeding against
them as to which they could be indemnified, and obtain officers� and directors� liability insurance if it is maintained for other officers and
directors. These agreements do not require us to indemnify our directors and officers in situations where:

� The remuneration rendered against our officer or director is determined by final judgment or other final adjudication that such
remuneration was in violation of law;

� A judgment is rendered against the director or officer for an accounting of profits made from the purchase or sale of our securities
under the provisions of Section 16(b) of the Securities Exchange Act of 1934, as amended, or similar provisions of any federal, state
or local statutory laws;

� The officer�s or director�s conduct is adjudged to have been knowingly fraudulent or deliberately dishonest, or constitutes willful
misconduct;

� Acts or omissions of our officer or director show a reckless disregard for his or her duty to us or our shareholders in circumstances in
which he or she was aware, or should have been aware, in the ordinary course of performing duties, of a risk of serious injury to us or
our shareholders; or

� A court determines that indemnification under the circumstances is not lawful.
MDC Land LLC and MDC Land Corporation

We occupy two leased facilities of approximately 24,500 and 48,600 square feet in Santa Ana, California, in which our executive offices,
manufacturing, engineering, research and development, and test engineering operations are located. We lease both facilities from MDC Land
LLC, a limited liability company owned by Manouch Moshayedi, Mark Moshayedi, and Mike Moshayedi, each of whom is an executive officer,
director and major shareholder of SimpleTech. MDC has no operations other than its leasing transactions with us.

24,500 square foot facility. The lease for the 24,500 square foot facility expires in July 2017. For the period from August 1, 2005 through
July 31, 2007, the base rent was adjusted to approximately $18,000 per month as a result of an independent appraisal of the current market value
as required by the lease. Thereafter, for the remainder of the lease term, base rent shall be adjusted every two years based on the change in the
Consumer Price Index. We believe our lease of the 24,500 square foot facility with MDC is on terms no less favorable to us than could be
obtained from an unaffiliated third party.

48,600 square feet facility. The lease for the 48,600 square foot facility expires in July 2017. For the period from August 1, 2005 through
July 31, 2007, the base rent was adjusted to approximately $32,000 per month as a result of an independent appraisal of the current market value
as required by the lease. Thereafter, for the remainder of the lease term, base rent shall be adjusted every two years based on the change in the
Consumer Price Index. We believe our lease of the 48,600 square foot facility with MDC is on terms no less favorable to us than could be
obtained from an unaffiliated third party.

QualCenter, Inc.

In 2005, we purchased approximately $45,000 in testing services from QualCenter, Inc., a Texas S corporation beneficially owned by Manouch
Moshayedi, Mike Moshayedi and Mark Moshayedi. QualCenter is
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located in Houston, Texas and performs tests and qualification services on desktop, laptop, server, and workstation memory modules sold by us
to Hewlett-Packard. QualCenter performs these services at the request of, and on an exclusive basis for, Hewlett-Packard under an arrangement
whereby Hewlett-Packard defines and specifies all test and evaluation procedures and methodologies. Our audit committee has reviewed this
transaction and believes that the purchase of testing services from QualCenter is on terms no less favorable to us than could be obtained from an
unaffiliated third party.

SimpleTech Subsidiary Ownership

In May 1996, we formed S.T.I., LLC, a California limited liability company, with Manouch Moshayedi, Mike Moshayedi and Mark Moshayedi,
each of whom is an executive officer and director of SimpleTech. We own 97% of the membership interests in S.T.I., LLC and the Moshayedis
own the remaining 3%. S.T.I., LLC was formed to limit our potential liability from our European manufacturing, sales and marketing operations.
Under California law at the time of formation of S.T.I., LLC, limited liability companies were required to have more than one member.
Accordingly, we formed S.T.I., LLC with the Moshayedis to meet this ownership requirement. To date, S.T.I. LLC has made no withdrawals or
distributions of any kind in favor of any owner. We intend to acquire the Moshayedis� interest in S.T.I., LLC for approximately $100, eliminating
the Moshayedi�s interest in S.T.I., LLC and making it our wholly owned subsidiary.

In June 1996, S.T.I., LLC and MDC Land Corporation formed Simple Technology Europe, a privately-held unlimited company registered in
Scotland. Simple Technology Europe was set up to serve as the sales and marketing entity for our European operations. Simple Technology
Europe has been inactive since June 2005 when we discontinued our sales and marketing operations in Scotland. S.T.I., LLC owns 99% and
MDC Land Corporation owns 1% of the outstanding shares of capital stock of Simple Technology Europe. Other than the 1% ownership interest
in Simple Technology Europe held by MDC Land Corporation, MDC Land Corporation does not have any other relationship, either business,
financial or otherwise, with Simple Technology Europe. To date, there has been no withdrawal from, or distribution of any kind by, Simple
Technology Europe in favor of any owner.

Many of the transactions set forth above were made while we were a privately held corporation. All future transactions, if any, between us and
our officers, directors and principal shareholders and their affiliates, and any transactions between us and any entity with which our officers,
directors or principal shareholders or their affiliates are affiliated, will be approved by our audit committee or a majority of our disinterested
directors, and will be on terms no less favorable to us than could be obtained from unaffiliated third parties.
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OTHER MATTERS

Notwithstanding anything to the contrary set forth in any of our previous or future filings under the Securities Act of 1933, as amended, or the
Securities Exchange Act of 1934, as amended, that might incorporate this Proxy Statement or future filings made by us under those statutes, the
Compensation Committee Report, the Audit Committee Report, reference to the independence of the Audit Committee members and Stock
Performance Graph are not deemed filed with the Securities and Exchange Commission and shall not be deemed incorporated by reference into
any of those prior filings or into any future filings made by us under those statutes.

We have filed an Annual Report on Form 10-K for the year ended December 31, 2005 with the Securities and Exchange Commission. You may
obtain, free of charge, a copy of the Form 10-K by writing to Dan Moses, Chief Financial Officer, SimpleTech, Inc., 3001 Daimler Street,
Santa Ana, California 92705-5812.

Our board of directors knows of no other business that will be presented to the 2006 annual meeting. If any other business is properly brought
before the 2006 annual meeting, proxies received will be voted in respect thereof in accordance with the recommendation of the board of
directors. Discretionary authority with respect to such other matters is granted by the execution of the enclosed proxy.

It is important that the proxies be returned promptly and that your shares be represented. You are urged to sign, date and promptly return the
enclosed proxy card in the enclosed envelope.

A copy of our Annual Report for the 2005 Fiscal Year has been mailed concurrently with this Proxy Statement to all shareholders entitled to
notice of and to vote at the 2006 annual meeting. This Annual Report is not incorporated into this Proxy Statement and is not considered proxy
solicitation material.

By Order of the Board of Directors,

Manouch Moshayedi,

Chief Executive Officer and Chairman

of the Board of Directors

Dated: April 25, 2006

Santa Ana, California
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APPENDIX A

SIMPLETECH, INC.

AUDIT COMMITTEE CHARTER

(amended and restated as of April 17, 2006)

I. PURPOSE
The Audit Committee (the �Audit Committee�) of the Board of Directors (the �Board�) of SimpleTech, Inc., a California corporation (the
�Company�), shall provide assistance to the directors of the Company in fulfilling their responsibility to the shareholders relating to corporate
accounting matters, the financial reporting practices of the Company, and the quality and integrity of the financial reports of the Company. The
Audit Committee�s purpose is to:

1. Assist the Board�s oversight of:

� The reliability and integrity of the Company�s accounting policies and financial reporting and disclosure practices.

� The establishment and maintenance of processes to assure compliance with all relevant laws, regulations, and Company policies,
including a process for receipt of complaints and concerns regarding accounting, internal control or auditing matters.

� The engagement, compensation, performance, qualifications and independence of the Company�s independent registered public
accounting firm (the �Independent Auditor�), their conduct of the annual independent audit of the Company�s financial
statements, and their engagement for all other services.

� The functioning of the Company�s system of internal accounting and financial controls.

2. Prepare the report of the Audit Committee required by the rules of the Securities and Exchange Commission (�SEC�) to be included in
the Company�s annual proxy statement.

II. STRUCTURE AND OPERATION
Composition and Qualifications

The Committee shall consist of at least three (3) members of the Board. Except as otherwise permitted by the applicable rules of the Nasdaq
National Market, the Sarbanes-Oxley Act of 2002 and applicable SEC rules, (i) each member of the Committee shall be �independent� in
accordance with applicable SEC rules and Nasdaq National Market listing requirements; (ii) all members of the Committee shall meet the
financial literacy requirements of the Nasdaq National Market; and (iii) at least one member of the Committee shall be an �audit committee
financial expert� as such term is defined in applicable SEC and Nasdaq rules.

Appointment and Removal

The members of the Committee shall be appointed by the Board annually and continue to be members until their successors are elected and
qualified or until their earlier retirement, resignation or removal. Any member of the Committee may be removed, with or without cause, by
majority vote of the Board at any time. The Board may appoint one member of the Committee to serve as Chair of the Committee, to convene
and chair all regular and special sessions of the Committee, set the agendas for Committee meetings, to determine and communicate to
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management and the full Board the information needs of the Committee, and to report Committee determinations and actions on behalf of the
Committee to the full Board. If the Board fails to appoint a Chair, the members of the Committee shall elect a Chair by majority vote of the full
Committee to serve at the pleasure of the majority of the full Committee.
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Delegation to Subcommittees

In fulfilling its responsibilities, the Committee shall be entitled to delegate any or all of its responsibilities to a subcommittee of the Committee
and, to the extent not expressly reserved to the Committee by the Board or by applicable law, rule or regulation, to any other committee of
directors of the Company appointed by it, which may or may not be composed of members of the Committee.

III. COMMITTEE MEETINGS
The Chair (or in his or her absence, a member designated by the Chair or designated by a majority of the members in attendance) shall preside at
each meeting of the Committee and set the agendas for the Committee meetings. The Committee shall have the authority to establish its own
rules and procedures for notice and conduct of its meetings as long as they are not inconsistent with any provisions of the Company�s Bylaws or
this Charter.

The Committee shall meet (in person or by telephonic meeting) as often as may be deemed necessary or appropriate, generally at least four times
annually, or more frequently as circumstances dictate. The Committee shall meet periodically with management and the Independent Auditor
and, if necessary, in separate executive sessions with only the Independent Auditor and Committee members present, or with only management
and Committee members present, to discuss any matters that the Committee believes should be discussed privately.

All non-management directors who are not members of the Committee may attend and observe meetings of the Committee, but shall not
participate in any discussion or deliberation unless invited to do so by the Committee, and in any event shall not be entitled to vote. The
Committee may, at its discretion, include in its meetings members of the Company�s management, representatives of the Company�s outside
advisors, any other personnel employed or retained by the Company or any other persons whose presence the Committee believes to be
necessary or appropriate. Notwithstanding the foregoing, the Committee may also exclude from its meetings any persons it deems appropriate,
including, but not limited to, any non-management director who is not a member of the Committee.

The Committee shall maintain written minutes or other records of its meetings and activities, which shall be duly filed in the Company�s records.
The Committee may also act by unanimous written consent in lieu of a meeting. The Chair of the Committee shall report to the Board following
meetings of the Committee and as otherwise requested by the Board.

IV. DUTIES AND RESPONSIBILITIES
The Committee�s role is one of oversight. The Committee shall discharge its responsibilities, and shall assess the information provided by the
Company�s management and the Independent Auditor, in accordance with its business judgment. The Company�s management is responsible for
the preparation, presentation, and integrity of the company�s financial statements and for the appropriateness of the accounting principles and
reporting policies that are used by the Company. The Independent Auditor is responsible for auditing the Company�s financial statements and for
reviewing the Company�s unaudited interim financial statements. The authority and responsibilities set forth in this Charter do not reflect or
create any duty or obligation of the Committee to plan or conduct any audit, to determine or certify that the Company�s financial statements are
complete, accurate, fairly presented, or in accordance with generally accepted accounting principles for applicable law, or to guarantee the
Independent Auditor�s report.

In discharging its oversight role, the Committee encourages free and open communication among the Committee, the Company�s Independent
Auditor, and management, and is empowered to investigate any matter brought to its attention with all requisite access to all books, records,
facilities and personnel of the Company and to the Company�s Independent Auditor and outside legal counsel. The Committee has the power to
retain
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separate outside counsel, auditors or other experts or advisors, different from the Company�s regular outside counsel, Independent Auditor and
other experts and advisors, and will receive adequate funding from the Company to engage such counsel, auditors, experts and advisors.

The following functions and responsibilities are set forth as a guide with the understanding that the Committee may carry out additional
functions and adopt additional policies and procedures as may be appropriate in light of changing business, legislative, regulatory, legal or other
conditions.

To fulfill its responsibilities and duties, the Committee shall:

General

1. Develop and maintain free and open means of communication with the Board, the Company�s Independent Auditor, the Company�s
internal auditors, if any, and the financial and general management of the Company.

2. Perform any other activities as the Committee deems appropriate, or as are requested by the Board, consistent with this Charter, the
Company�s Bylaws and applicable laws and regulations.

3. Conduct an annual self-evaluation of the performance of the Committee, including its effectiveness and compliance with this
Charter.

4. Review and reassess, at least annually, the adequacy of this Charter and submit any recommended changes to the Board for its
consideration.

5. Report its findings regularly to the Board, including any issues that arise with respect to the quality or integrity of the Company�s
financial statements, the Company�s compliance with legal or regulatory requirements, and the performance and independence of the
Company�s Independent Auditor.

6. Maintain minutes and other records of meetings and activities of the Committee.
Financial Statements and Published Information

7. Prior to any public disclosure thereof, the Committee shall review and discuss (or otherwise have the opportunity to comment on)
earnings press releases, as well as financial information and earnings guidance.

8. Review and discuss with management and the Independent Auditor the annual and quarterly financial statements prior to their filing,
including the Company�s disclosure under �Management�s Discussion and Analysis of Financial Condition and Results of Operations�
and a discussion with the Independent Auditor (i) all significant matters related to the Independent Auditor�s review of the financial
statements and (ii) the matters required to be communicated by applicable Statements of Auditing Standards, including, but not
limited to, Statement on Auditing Standards No. 61, as modified or supplemented.

9. Make a recommendation to the Board regarding the inclusion of the audited annual financial statements in the Company�s Annual
Report on Form 10-K to be filed with the SEC.

10. Consider and review with management, the Chief Financial Officer and/or the Controller, and the Independent Auditor:
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a. significant findings during the year, including the status of previous audit recommendations;

b. any audit problems or difficulties encountered in the course of audit work including any restrictions on the scope of activities
or access to required information;

c. any changes required in the planned scope of the audit plan;

d. the overall scope and plans for the audit (including the audit budget and the adequacy of compensation and staffing); and
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e. the coordination of audit efforts to monitor completeness of coverage, reduction of redundant efforts, and the effective use of
audit resources.

11. Prepare a report from the Committee to be included in the Company�s proxy statement related to the performance of certain of the
Committee�s responsibilities, as required by the rules and regulations of the SEC.

Performance and Independence of Independent Registered Public Accounting Firm

12. On an annual basis, request from the Independent Auditor a formal written statement delineating all relationships between the
Independent Auditor and the Company, consistent with Independence Standards Board Standard No. 1 and with all applicable laws,
rules and regulations. The Committee shall review the qualification, performance and independence of the Independent Auditor
annually and make determinations regarding the appointment or termination of the Independent Auditor. The Committee shall
actively engage in a dialogue with the Company�s management and Independent Auditor with respect to any disclosed relationships
or services that may impact the objectivity and independence of the Independent Auditor from management and the Company and
take appropriate action in response to the Independent Auditor�s report to satisfy itself of the Independent Auditor�s objectivity and
independence. The Committee shall also:

a. confirm with the Independent Auditor that the Independent Auditor is in compliance with the partner rotation requirements
established by the SEC;

b. consider whether, in the interest of assuring continuing independence of the Independent Auditor, the Company should
regularly rotate its Independent Auditor;

c. establish policies for the Company�s hiring of employees or former employees of the Independent Auditor; and

d. if applicable, consider whether the Independent Auditor�s provision of any permitted non-audit services to the
Company is compatible with maintaining the independence of the Independent Auditor.

13. At least annually, obtain and review a written report by the Independent Auditor describing the Independent Auditor�s internal quality
control procedures; any material issues raised by the most recent internal quality-control review, or peer review, of the Independent
Auditor, or by any inquiry or investigation by governmental or professional authorities, within the preceding five years, respecting
one or more independent audits carried out by the Independent Auditor, and any steps taken to deal with any such issues.

Review of Services and Audit by Independent Registered Public Accounting Firm

14. Have the sole authority and responsibility to appoint, evaluate, determine the compensation of and, where appropriate, replace the
Independent Auditor. The Committee may, in its discretion, seek shareholder ratification of the Independent Auditor it appoints. The
Independent Auditor shall report directly to the Committee, and the Committee�s responsibility includes the resolution of
disagreements between management and the Independent Auditor regarding financial reporting.

15. Consider and pre-approve all auditing and permissible non-audit services provided by the Independent Auditor. The Committee may
delegate the authority to grant pre-approvals to one or more members of the Committee, whose decisions must be presented to the
full Committee at its scheduled meetings.

16. Reviewing with the Independent Auditor, as required by the rules and regulations of the SEC:
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a. All critical accounting policies and practices used by the Company;

A-4

Edgar Filing: UNITED MICROELECTRONICS CORP - Form 6-K

46



b. All alternative treatments of financial information within generally accepted accounting principles that have been discussed
with Company management, ramifications of the use of such alternative disclosures and treatments, and the treatment
preferred by the Independent Auditor; and

c. Other material communications between the Independent Auditor and management, such as any management letters or
schedule of unadjusted differences.

Financial Reporting Process

17. Review the activities, organizational structure, staffing and qualifications of the internal audit function, if any.

18. The Committee shall review and approve any material off-balance sheet arrangements or other material financial arrangements of the
Company that do not appear on the financial statements of the Company.

19. Review and discuss periodically with management and the Independent Auditor:

a. the adequacy and effectiveness of the Company�s internal controls over financial reporting and disclosure controls and
procedures, including the review before its release, the disclosure regarding the system of internal controls required under
SEC rules to be contained in the Company�s periodic filings and the attestations or reports by the Independent Auditor relating
to such disclosure;

b. all significant deficiencies in the design or operation of the Company�s internal controls which could adversely affect the
Company�s ability to record, process, summarize and report financial data;

c. the integrity of its financial reporting processes;

d. any fraud, whether or not material, that involves management or other employees who have a significant role in the
Company�s internal controls; and

e. the adequacy of its risk management programs and policies, including recommendations for any improvements in these areas.

20. Meet periodically with management, the internal auditors, if any, and the Independent Auditor in separate executive sessions to
discuss matters, which the Committee or these groups believe should be discussed privately.

Ethical and Legal Compliance/General

21. Review periodically with the Company�s general counsel any legal and regulatory matters that may have a material impact on the
Company�s financial statements.

22. Establish procedures for (i) the receipt, retention and treatment of complaints received by the Company regarding accounting,
internal accounting controls, or auditing matters, and (ii) the confidential, anonymous submission by employees of the Company of
concerns regarding questionable accounting or auditing matters.
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23. The Committee shall review and approve all �related party transactions� as defined in applicable SEC rules.

24. Serve as the Company�s Qualified Legal Compliance Committee (�QLCC�) for purposes of internal and external attorney reporting of
any evidence of material violations of securities laws or breaches of fiduciary duty within the Company pursuant to Section 307 of
the Sarbanes-Oxley Act of 2002. The Committee shall take such actions as may be permitted or required of a QLCC under applicable
law, and the QLCC shall establish procedures for the confidential receipt, retention and consideration of any attorney report to the
QLCC.
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APPENDIX B

SIMPLETECH, INC.

2000 STOCK INCENTIVE PLAN

(As Amended and Restated Through April 17, 2006)

ARTICLE ONE

GENERAL PROVISIONS

I. PURPOSE OF THE PLAN
This amended and restated 2000 Stock Incentive Plan is intended to promote the interests of SimpleTech, Inc., a California corporation, by
providing eligible persons in the Corporation�s service with the opportunity to acquire a proprietary interest, or otherwise increase their
proprietary interest, in the Corporation as an incentive for them to remain in such service.

Capitalized terms shall have the meanings assigned to such terms in the attached Appendix.

II. STRUCTURE OF THE PLAN
A. The Plan as hereby amended and restated shall be divided into three separate equity incentives programs:

� the Discretionary Option Grant Program, under which eligible persons may, at the discretion of the Plan Administrator, be granted
options to purchase shares of Common Stock,

� the Stock Issuance Program, under which eligible persons may be issued shares of Common Stock pursuant to restricted stock awards,
restricted stock units or other stock-based awards, awarded by and at the discretion of the Plan Administrator, that vest upon the
completion of a designated service period and/or the attainment of pre-established performance milestones, or such shares of Common
Stock may be issued through direct purchase or as a bonus for services rendered the Corporation (or any Parent or Subsidiary), and

� the Automatic Option Grant Program under which eligible newly elected or appointed non-employee Board members shall
automatically receive one-time option grants.

B. The provisions of Articles One and Five shall apply to all equity programs under the Plan and shall govern the interests of all persons under
the Plan.

III. ADMINISTRATION OF THE PLAN
A. The Primary Committee shall have sole and exclusive authority to administer the Discretionary Option Grant and Stock Issuance Programs
with respect to Section 16 Insiders. Administration of the Discretionary Option Grant and Stock Issuance Programs with respect to all other
persons eligible to participate in those programs may, at the Board�s discretion, be vested in the Primary Committee or a Secondary Committee,
or the Board may retain the power to administer those programs with respect to all such persons. However, any discretionary option grants, stock
issuances or other stock-based awards to members of the Primary Committee must be authorized by a disinterested majority of the Board.

B. Members of the Primary Committee or any Secondary Committee shall serve for such period of time as the Board may determine and may be
removed by the Board at any time. The Board may also at any time terminate the functions of any Secondary Committee and reassume all
powers and authority previously delegated to such committee.
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C. Each Plan Administrator shall, within the scope of its administrative functions under the Plan, have full power and authority (subject to the
provisions of the Plan) to establish such rules and regulations as it may deem appropriate for proper administration of the Discretionary Option
Grant and Stock Issuance Programs and to make such determinations under, and issue such interpretations of, the provisions of those programs
and any outstanding options, stock issuances, restricted stock unit awards or other stock-based awards thereunder as it may deem necessary or
advisable. Decisions of the Plan Administrator within the scope of its administrative functions under the Plan shall be final and binding on all
parties who have an interest in the Discretionary Option Grant and Stock Issuance Programs under its jurisdiction or any stock option, stock
issuance, restricted stock unit award or other stock-based award thereunder.

D. Service on the Primary Committee or the Secondary Committee shall constitute service as a Board member, and members of each such
committee shall accordingly be entitled to full indemnification and reimbursement as Board members for their service on such committee. No
member of the Primary Committee or the Secondary Committee shall be liable for any act or omission made in good faith with respect to the
Plan or any stock option, stock issuance or other stock-based award under the Plan.

E. Administration of the Automatic Option Grant Program shall be self-executing in accordance with the terms of the programs and no Plan
Administrator shall exercise any discretionary functions with respect to any option grants or stock issuances made under this program.

IV. ELIGIBILITY
A. The persons eligible to participate in the Discretionary Option Grant and Stock Issuance Programs are as follows:

(i) Employees,

(ii) non-employee members of the Board or the board of directors of any Parent or Subsidiary, and

(iii) consultants and other independent advisors who provide services to the Corporation (or any Parent or Subsidiary).

B. Each Plan Administrator shall, within the scope of its administrative jurisdiction under the Plan, have full authority to determine, (i) with
respect to the option grants under the Discretionary Option Grant Program, which eligible persons are to receive such grants, the time or times
when those grants are to be made, the number of shares to be covered by each such grant, the status of a granted option as either an Incentive
Option or a Non-Statutory Option, the exercise price per share of each grant (subject to the limitations set forth in Article Two), the time or
times when each stock option is to become exercisable, the vesting schedule (if any) applicable to the option shares and the maximum term for
which the option is to remain outstanding and (ii) with respect to stock issuances or other stock-based awards under the Stock Issuance Program,
which eligible persons are to receive such issuances or awards, the time or times when the issuances or awards are to be made, the number of
shares subject to each such issuance or award, the vesting schedule (if any) applicable to the shares subject to such issuance or award, and the
consideration for such shares.

C. The Plan Administrator shall have the absolute discretion to grant options in accordance with the Discretionary Option Grant Program and to
effect stock issuances or other stock-based awards in accordance with the Stock Issuance Program.

D. The individuals who shall be eligible to participate in the Automatic Option Grant Program shall be limited to those individuals who first
become non-employee Board members on or after the Plan Effective Date, whether through appointment by the Board or election by the
Corporation�s shareholders. A non-employee Board member who has previously been in the employ of the Corporation (or any Parent or
Subsidiary) shall not be eligible to receive an option grant under the Automatic Option Grant Program at the time he or she first becomes a
non-employee Board member, but shall be eligible to receive periodic option grants, if any, under the Automatic Option Grant Program while he
or she continues to serve as a non-employee Board member.
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V. STOCK SUBJECT TO THE PLAN
A. The stock issuable under the Plan shall be shares of authorized but unissued or reacquired Common Stock, including shares repurchased by
the Corporation on the open market. The number of shares of Common Stock currently reserved for issuance over the term of the Plan shall not
exceed 17,226,645 shares. Such share reserve consists of: (i) the 3,359,300 shares of Common Stock initially reserved for issuance over the term
of the Plan, (ii) the number of shares of Common Stock transferred from the Predecessor Plan as of the Plan Effective Date, including the shares
subject to outstanding options transferred as of such date from the Predecessor Plan (approximately 2,771,421 shares), (iii) an additional increase
of 902,284 shares of Common Stock previously authorized by the Board and approved by the Corporation�s shareholders on July 26, 2000, prior
to the Plan Effective Date, plus (iv) the 1,502,906 shares of Common Stock, the 1,530,882 shares of Common Stock, the 1,549,032 shares of
Common Stock, the 1,911,050 shares of Common Stock, the 1,898,028 shares of Common Stock and the 1,801,742 shares of Common Stock
added to the share reserve on January 2, 2001, 2002, 2003, 2004, 2005 and January 3, 2006, respectively, by reason of the automatic share
increase provision of Section V.B of this Article One.

B. The number of shares of Common Stock available for issuance under the Plan shall automatically increase on the first trading day of January
each calendar year during the term of the Plan, beginning with calendar year 2001, by an amount equal to four percent (4%) of the total number
of shares of Common Stock outstanding on the last trading day in December of the immediately preceding calendar year, but in no event shall
any such annual increase exceed 2,500,000 shares.

C. No one person participating in the Plan may receive stock options, separately exercisable stock appreciation rights, direct stock issuances
(whether vested or unvested) and other stock-based awards (whether in the form of restricted stock units or other share right awards) for more
than 500,000 shares of Common Stock in the aggregate per calendar year.

D. Shares of Common Stock subject to outstanding options (including options incorporated into this Plan from the Predecessor Plan) or other
awards made under the Plan shall be available for subsequent issuance under the Plan to the extent (i) those options or awards expire or
terminate for any reason prior to the issuance of the shares of Common Stock subject to those options or awards or (ii) the options or awards are
cancelled in accordance with the cancellation-regrant provisions of Article Two. Unvested shares issued under the Plan and subsequently
cancelled or repurchased by the Corporation, at the original exercise or issue price paid per share pursuant to the Corporation�s repurchase rights
under the Plan shall be added back to the number of shares of Common Stock reserved for issuance under the Plan and shall accordingly be
available for subsequent reissuance under the Plan. However, should the exercise price of an option under the Plan be paid with shares of
Common Stock or should shares of Common Stock otherwise issuable under the Plan be withheld by the Corporation in satisfaction of the
withholding taxes incurred in connection with the exercise of an option or the issuance of fully-vested shares under the Stock Issuance Program,
then the number of shares of Common Stock available for issuance under the Plan shall be reduced by the gross number of shares for which the
option is exercised or the gross number of full-vested shares issued under the Stock Issuance Program, and not by the net number of shares of
Common Stock issued to the holder of such option or stock issuance. Shares of Common Stock underlying one or more stock appreciation rights
exercised under Section V of Article Two of the Plan shall not be available for subsequent issuance under the Plan.

E. If any change is made to the Common Stock by reason of any stock split, stock dividend, recapitalization, combination of shares, exchange of
shares or other change affecting the outstanding Common Stock as a class without the Corporation�s receipt of consideration, appropriate
adjustments shall be made by the Plan Administrator to (i) the maximum number and/or class of securities issuable under the Plan, (ii) the
maximum number and/or class of securities for which any one person may be granted stock options, separately exercisable stock appreciation
rights, direct stock issuances, and other stock-based awards under the Plan per calendar year, (iii) the number and/or class of securities for which
grants are subsequently to be made under the Automatic
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Option Grant Program to newly elected or appointed non-employee Board members, (iv) the number and/or class of securities and the exercise
price per share in effect under each outstanding option under the Plan, (v) the number and/or class of securities and exercise price per share in
effect under each outstanding option incorporated into this Plan from the Predecessor Plan, (vi) the number and/or class of securities subject to
each outstanding restricted stock unit or other stock-based award under the Plan and the consideration (if any) payable per share thereunder, and
(vii) the maximum number and/or class of securities by which the share reserve is to increase automatically each calendar year pursuant to the
provisions of Section V.B of this Article One. Such adjustments to the outstanding options or other stock-based awards are to be effected in a
manner which shall preclude the enlargement or dilution of rights and benefits under those options or other stock-based awards. The adjustments
determined by the Plan Administrator shall be final, binding and conclusive.

ARTICLE TWO

DISCRETIONARY OPTION GRANT PROGRAM

I. OPTION TERMS
Each option shall be evidenced by one or more documents in the form approved by the Plan Administrator; provided, however, that each such
document shall comply with the terms specified below. Each document evidencing an Incentive Option shall, in addition, be subject to the
provisions of the Plan applicable to such options.

A. Exercise Price.

1. The exercise price per share shall be fixed by the Plan Administrator but shall not be less than one hundred percent (100%) of the Fair Market
Value per share of Common Stock on the option grant date.

2. The exercise price shall become immediately due upon exercise of the option and shall be payable in one or more of the forms specified
below:

(i) cash or check made payable to the Corporation,

(ii) shares of Common Stock held for the requisite period necessary to avoid a charge to the Corporation�s earnings for financial reporting
purposes and valued at Fair Market Value on the Exercise Date, or

(iii) to the extent the option is exercised for vested shares, through a special sale and remittance procedure pursuant to which the Optionee shall
concurrently provide irrevocable instructions to (a) a Corporation-designated brokerage firm to effect the immediate sale of the purchased shares
and remit to the Corporation, out of the sale proceeds available on the settlement date, sufficient funds to cover the aggregate exercise price
payable for the purchased shares plus all applicable federal, state and local income and employment taxes required to be withheld by the
Corporation by reason of such exercise and (b) the Corporation to deliver the certificates for the purchased shares directly to such brokerage firm
in order to complete the sale.

Except to the extent such sale and remittance procedure is utilized, payment of the exercise price for the purchased shares must be made on the
Exercise Date.

B. Exercise and Term of Options. Each option shall be exercisable at such time or times, during such period and for such number of shares as
shall be determined by the Plan Administrator and set forth in the documents evidencing the option. However, no option shall have a term in
excess of ten (10) years measured from the option grant date.
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C. Effect of Termination of Service.

1. The following provisions shall govern the exercise of any options held by the Optionee at the time of cessation of Service or death:

(i) Any option outstanding at the time of the Optionee�s cessation of Service for any reason shall remain exercisable for such period of time
thereafter as shall be determined by the Plan Administrator and set forth in the documents evidencing the option, but no such option shall be
exercisable after the expiration of the option term.

(ii) Any option held by the Optionee at the time of death and exercisable in whole or in part at that time may be subsequently exercised by the
personal representative of the Optionee�s estate or by the person or persons to whom the option is transferred pursuant to the Optionee�s will or
the laws of inheritance or by the Optionee�s designated beneficiary or beneficiaries of that option.

(iii) Should the Optionee�s Service be terminated for Misconduct or should the Optionee otherwise engage in Misconduct while holding one or
more outstanding options under this Article Two, then all those options shall terminate immediately and cease to be outstanding.

(iv) During the applicable post-Service exercise period, the option may not be exercised in the aggregate for more than the number of vested
shares for which that option is at the time exercisable. No additional shares shall vest under the option following the Optionee�s cessation of
Service, except to the extent (if any) specifically authorized by the Plan Administrator in its sole discretion pursuant to an express written
agreement with the Optionee. Upon the expiration of the applicable exercise period or (if earlier) upon the expiration of the option term, the
option shall terminate and cease to be outstanding for any shares for which the option has not been exercised.

2. The Plan Administrator shall have complete discretion, exercisable either at the time an option is granted or at any time while the option
remains outstanding, to:

(i) extend the period of time for which the option is to remain exercisable following the Optionee�s cessation of Service from the limited exercise
period otherwise in effect for that option to such greater period of time as the Plan Administrator shall deem appropriate, but in no event beyond
the expiration of the option term, and/or

(ii) permit the option to be exercised, during the applicable post-Service exercise period, not only with respect to the number of vested shares of
Common Stock for which such option is exercisable at the time of the Optionee�s cessation of Service but also with respect to one or more
additional installments in which the Optionee would have vested had the Optionee continued in Service.

D. Shareholder Rights. The holder of an option shall have no shareholder rights with respect to the shares subject to the option until such person
shall have exercised the option, paid the exercise price and become a holder of record of the purchased shares.

E. Repurchase Rights. The Plan Administrator shall have the discretion to grant options which are exercisable for unvested shares of Common
Stock. Should the Optionee cease Service while holding such unvested shares, the Corporation shall have the right to repurchase, at the exercise
price paid per share, any or all of those unvested shares. The terms upon which such repurchase right shall be exercisable (including the period
and procedure for exercise and the appropriate vesting schedule for the purchased shares) shall be established by the Plan Administrator and set
forth in the document evidencing such repurchase right.

F. Limited Transferability of Options. During the lifetime of the Optionee, Incentive Options shall be exercisable only by the Optionee and shall
not be assignable or transferable other than by will or the laws of inheritance following the Optionee�s death. Non-Statutory Options shall be
subject to the same restriction, except that a Non-Statutory Option may be assigned in whole or in part during the Optionee�s lifetime to one or
more Family Members or to a trust established exclusively for one or more such Family Members or to Optionee�s former spouse, to the extent
such assignment is in connection with the Optionee�s estate plan or pursuant to a
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domestic relations order. The assigned portion may only be exercised by the person or persons who acquire a proprietary interest in the option
pursuant to the assignment. The terms applicable to the assigned portion shall be the same as those in effect for the option immediately prior to
such assignment and shall be set forth in such documents issued to the assignee as the Plan Administrator may deem appropriate.
Notwithstanding the foregoing, the Optionee may also designate one or more persons as the beneficiary or beneficiaries of his or her outstanding
options under this Article Two (whether Incentive Options or Non-Statutory Options), and those options shall, in accordance with such
designation, automatically be transferred to such beneficiary or beneficiaries upon the Optionee�s death while holding those options. Such
beneficiary or beneficiaries shall take the transferred options subject to all the terms and conditions of the applicable agreement evidencing each
such transferred option, including (without limitation) the limited time period during which the option may be exercised following the Optionee�s
death.

II. INCENTIVE OPTIONS
The terms specified below, together with any additions, deletions or changes thereto imposed from time to time pursuant to the provisions of the
Code governing Incentive Options, shall be applicable to all Incentive Options. Except as modified by the provisions of this Section II, all the
provisions of Articles One, Two and Five shall be applicable to Incentive Options. Options which are specifically designated as Non-Statutory
Options when issued under the Plan shall not be subject to the terms of this Section II.

A. Eligibility. Incentive Options may only be granted to Employees.

B. Exercise Price. The exercise price per share shall not be less than one hundred percent (100%) of the Fair Market Value per share of
Common Stock on the option grant date.

C. Dollar Limitation. The aggregate Fair Market Value of the shares of Common Stock (determined as of the respective date or dates of grant)
for which one or more options granted to any Employee under the Plan (or any other option plan of the Corporation or any Parent or Subsidiary)
may for the first time become exercisable as Incentive Options during any one calendar year shall not exceed the sum of One Hundred Thousand
Dollars ($100,000). To the extent the Employee holds two (2) or more such options which become exercisable for the first time in the same
calendar year, then for purposes of the foregoing limitation on the exercisability of those options as Incentive Options, such options shall be
deemed to become first exercisable in that calendar year on the basis of the chronological order in which they were granted, except to the extent
otherwise provided under applicable law or regulation.

D. 10% Shareholder. If any Employee to whom an Incentive Option is granted is a 10% Shareholder, then the exercise price per share shall not
be less than one hundred ten percent (110%) of the Fair Market Value per share of Common Stock on the option grant date, and the option term
shall not exceed five (5) years measured from the option grant date.

III. CORPORATE TRANSACTION/CHANGE IN CONTROL/HOSTILE TAKE-OVER
A. In the event of any Corporate Transaction, each option outstanding at the time of the Corporate Transaction but not otherwise exercisable as
to all the shares at the time subject to that option shall automatically accelerate so that each such option shall, immediately prior to the effective
date of the Corporate Transaction, vest and become exercisable as to all shares of Common Stock at the time subject to such option and may be
exercised for any or all of those shares as fully vested shares of Common Stock. However, no option outstanding at the time of a Corporation
Transaction shall vest and become exercisable on such an accelerated basis if and to the extent: (i) such option is, in connection with the
Corporate Transaction, to be assumed by the successor corporation (or parent thereof) or otherwise continued in full force and effect pursuant to
the terms of the Corporate Transaction or (ii) such option is replaced with a cash incentive program of the successor corporation that preserves
the spread (the excess of the Fair Market Value of those shares over the exercise price in effect for
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the shares) existing at the time of the Corporate Transaction on the shares of Common Stock as to which the option is not otherwise at that time
exercisable and provides for subsequent payout in accordance with the same exercise/vesting schedule applicable to those option shares or
(iii) the acceleration of such option is subject to other limitations imposed by the Plan Administrator.

B. All outstanding repurchase rights under the Discretionary Option Grant Program shall automatically terminate, and the shares of Common
Stock subject to those terminated rights shall immediately vest in full, in the event of any Corporate Transaction, except to the extent: (i) those
repurchase rights are to be assigned to the successor corporation (or parent thereof) or otherwise continue in full force and effect pursuant to the
terms of the Corporate Transaction or (ii) such accelerated vesting is precluded by other limitations imposed by the Plan Administrator.

C. Immediately following the consummation of the Corporate Transaction, all outstanding options under the Discretionary Option Grant
Program shall terminate and cease to be outstanding, except to the extent assumed by the successor corporation (or parent thereof) or otherwise
expressly continued in full force and effect pursuant to the terms of the Corporate Transaction.

D. Each option which is assumed in connection with a Corporate Transaction or otherwise continued in effect shall be appropriately adjusted,
immediately after such Corporate Transaction, to apply to the number and class of securities which would have been issuable to the Optionee in
consummation of such Corporate Transaction had the option been exercised immediately prior to such Corporate Transaction. Appropriate
adjustments to reflect such Corporate Transaction shall also be made to (i) the exercise price payable per share under each outstanding option,
provided the aggregate exercise price payable for such securities shall remain the same, (ii) the maximum number and/or class of securities
available for issuance over the remaining term of the Plan, (iii) the maximum number and/or class of securities for which any one person may be
granted stock options, separately exercisable stock appreciation rights, direct stock issuances and other stock-based awards under the Plan per
calendar year, (iv) the maximum number and/or class of securities by which the share reserve is to increase automatically each calendar year
pursuant to the automatic share increase provisions of the Plan and (v) the number and/or class of securities for which option grants are
subsequently to be made under the Automatic Option Grant Program to new non-employee Board members. To the extent the actual holders of
the Corporation�s outstanding Common Stock receive cash consideration for their Common Stock in consummation of the Corporate Transaction,
the successor corporation may, in connection with the assumption of the outstanding options under the Discretionary Option Grant Program,
substitute one or more shares of its own common stock with a fair market value equivalent to the cash consideration paid per share of Common
Stock in such Corporate Transaction.

E. The Plan Administrator shall have the discretionary authority to structure one or more outstanding options under the Discretionary Option
Grant Program so that those options shall, immediately prior to the effective date of such Corporate Transaction, vest and become exercisable
for all the shares of Common Stock at the time subject to those options and may be exercised for any or all of those shares as fully vested shares
of Common Stock, whether or not those options are to be assumed or otherwise continued in full force and effect pursuant to the express terms
of the Corporate Transaction. In addition, the Plan Administrator shall have the discretionary authority to structure one or more of the
Corporation�s repurchase rights under the Discretionary Option Grant Program so that those rights shall immediately terminate at the time of such
Corporate Transaction and shall not be assignable to successor corporation (or parent thereof), and the shares subject to those terminated rights
shall accordingly vest in full at the time of such Corporate Transaction.

F. The Plan Administrator shall have full power and authority to structure one or more outstanding options under the Discretionary Option Grant
Program so that those options shall immediately vest and become exercisable for all the shares of Common Stock at the time subject to those
options in the event the Optionee�s Service is subsequently terminated by reason of an Involuntary Termination within a designated period (not to
exceed eighteen (18) months) following the effective date of any Corporate Transaction in which those options
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do not otherwise vest on an accelerated basis. Any options so accelerated shall remain exercisable as to fully vested shares until the expiration or
sooner termination of their term. In addition, the Plan Administrator may structure one or more of the Corporation�s repurchase rights under the
Discretionary Option Grant Program so that those rights shall immediately terminate with respect to any shares held by the Optionee at the time
of his or her Involuntary Termination, and the shares subject to those terminated repurchase rights shall accordingly vest in full at that time.

G. The Plan Administrator shall have the discretionary authority to structure one or more outstanding options under the Discretionary Option
Grant Program so that those options shall, immediately prior to the effective date of a Change in Control or Hostile Take-Over, as the case may
be, vest and become exercisable for all the shares of Common Stock at the time subject to those options and may be exercised for any or all of
those shares as fully vested shares of Common Stock. In addition, the Plan Administrator shall have the discretionary authority to structure one
or more of the Corporation�s repurchase rights under the Discretionary Option Grant Program so that those rights shall terminate automatically
upon the consummation of such Change in Control or Hostile Take-Over, as the case may be, and the shares subject to those terminated rights
shall thereupon vest in full. Alternatively, the Plan Administrator may condition the automatic acceleration of one or more outstanding options
under the Discretionary Option Grant Program and the termination of one or more of the Corporation�s outstanding repurchase rights under such
program upon the Involuntary Termination of the Optionee�s Service within a designated period (not to exceed eighteen (18) months) following
the effective date of such Change in Control or Hostile Take-Over, as the case may be. Each option so accelerated shall remain exercisable for
fully vested shares until the expiration or sooner termination of the term.

H. The portion of any Incentive Option accelerated in connection with a Corporate Transaction or Change in Control or Hostile Take-Over shall
remain exercisable as an Incentive Option only to the extent the applicable One Hundred Thousand Dollar ($100,000) limitation is not exceeded.
To the extent such dollar limitation is exceeded, the accelerated portion of such option shall be exercisable as a Nonstatutory Option under
federal tax law.

I. The outstanding options shall in no way affect the right of the Corporation to adjust, reclassify, reorganize or otherwise change its capital or
business structure or to merge, consolidate, dissolve, liquidate or sell or transfer all or any part of its business or assets.

IV. CANCELLATION AND REGRANT OF OPTIONS
A. The Plan Administrator shall have the authority to effect, at any time and from time to time, with the consent of the affected option holders,
the cancellation of any or all outstanding options under the Discretionary Option Grant Program (including outstanding options incorporated
from the Predecessor Plan) and to grant in exchange one or more of the following: (i) new options covering the same or a different number of
shares of Common Stock but with an exercise price per share not less than the Fair Market Value per share of Common Stock on the new grant
date or (ii) cash or shares of Common Stock, whether vested or unvested, equal in value to the value of the cancelled options (as measured by the
excess of the Fair Market Value of the shares underlying the cancelled options on the date of cancellation over the exercise price in effect for the
cancelled options).

B. The Plan Administrator shall also have the authority, exercisable at any time and from time to time, with the consent of the affected holders,
to reduce the exercise price of one or more outstanding stock options to a price not less than the then current Fair Market Value per share of
Common Stock or issue new stock options with a lower exercise price at not less than the then current Fair Market Value per share of Common
Stock in immediate cancellation of outstanding stock options with a higher exercise price.

V. STOCK APPRECIATION RIGHTS
A. The Plan Administrator shall have full power and authority to grant to selected Optionees tandem stock appreciation rights and/or limited
stock appreciation rights.
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B. The following terms shall govern the grant and exercise of tandem stock appreciation rights:

(i) One or more Optionees may be granted the right, exercisable upon such terms as the Plan Administrator may establish, to elect between the
exercise of the underlying option for shares of Common Stock and the surrender of that option in exchange for a distribution from the
Corporation in an amount equal to the excess of (a) the Fair Market Value (on the option surrender date) of the number of shares in which the
Optionee is at the time vested under the surrendered option (or surrendered portion thereof) over (b) the aggregate exercise price payable for
such shares.

(ii) No such option surrender shall be effective unless it is approved by the Plan Administrator, either at the time of the actual option surrender or
at any earlier time. If the surrender is so approved, then the distribution to which the Optionee shall be entitled may be made in shares of
Common Stock valued at Fair Market Value on the option surrender date, in cash, or partly in shares and partly in cash, as the Plan
Administrator shall in its sole discretion deem appropriate.

(iii) If the surrender of an option is not approved by the Plan Administrator, then the Optionee shall retain whatever rights the Optionee had
under the surrendered option (or surrendered portion thereof) on the option surrender date and may exercise such rights at any time prior to the
later of (a) five (5) business days after the receipt of the rejection notice or (b) the last day on which the option is otherwise exercisable in
accordance with the terms of the documents evidencing such option, but in no event may such rights be exercised more than ten (10) years after
the option grant date.

C. The following terms shall govern the grant and exercise of limited stock appreciation rights:

(i) One or more Section 16 Insiders may be granted limited stock appreciation rights with respect to their outstanding options.

(ii) Upon the occurrence of a Hostile Take-Over, each individual holding one or more options with such a limited stock appreciation right shall
have the unconditional right (exercisable for a thirty (30)-day period following such Hostile Take-Over) to surrender each such option to the
Corporation. In return for the surrendered option, the Optionee shall receive a cash distribution from the Corporation in an amount equal to the
excess of (A) the Take-Over Price of the shares of Common Stock at the time subject to such option (whether or not the option is otherwise at
that time exercisable for those shares) over (B) the aggregate exercise price payable for those shares. Such cash distribution shall be paid within
five (5) days following the option surrender date.

(iii) At the time such limited stock appreciation right is granted, the Plan Administrator shall pre-approve any subsequent exercise of that right in
accordance with the terms of this Paragraph C. Accordingly, no further approval of the Plan Administrator or the Board shall be required at the
time of the actual option surrender and cash distribution.

ARTICLE THREE

STOCK ISSUANCE PROGRAM

I. STOCK ISSUANCE TERMS
A. Issuances. Shares of Common Stock may be issued under the Stock Issuance Program through direct and immediate issuances without any
intervening option grants. Each such stock issuance shall be evidenced by a Stock Issuance Agreement that complies with the terms specified
below. Shares of Common Stock may also be issued under the Stock Issuance Program pursuant to share right awards or restricted stock units,
awarded by and at the discretion of the Plan Administrator, that entitle the recipients to receive the shares underlying those awards or units upon
the attainment of designated performance goals and/or the satisfaction of specified Service requirements, or upon the expiration of a designated
time period following the grant of those awards or units.
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B. Issue Price.

1. The price per share at which shares of Common Stock may be issued under the Stock Issuance Program shall be fixed by the Plan
Administrator, but shall not be less than one hundred percent (100%) of the Fair Market Value per share of Common Stock on the issuance date.

2. Shares of Common Stock may be issued under the Stock Issuance Program for any of the following items of consideration that the Plan
Administrator may deem appropriate in each individual instance:

(i) cash or check made payable to the Corporation;

(ii) past services rendered to the Corporation (or any Parent or Subsidiary); or

(iii) any other valid form of consideration permissible under the California General Corporation Law at the time such shares are issued.

C. Vesting Provisions.

1. Shares of Common Stock issued under the Stock Issuance Program may, in the discretion of the Plan Administrator, be fully and immediately
vested upon issuance or may vest in one or more installments over the Participant�s period of Service and/or upon attainment of specified
performance objectives. The elements of the vesting schedule applicable to any unvested shares of Common Stock issued under the Stock
Issuance Program shall be determined by the Plan Administrator and incorporated into the Stock Issuance Agreement. Shares of Common Stock
may also be issued under the Stock Issuance Program pursuant to share right awards or restricted stock units that entitle the recipients to receive
the shares underlying those awards or units upon the attainment of designated performance goals and/or the satisfaction of specified Service
requirements, or upon the expiration of a designated time period following the grant of those awards or units, including (without limitation) a
deferred distribution date following the termination of the Participant�s Service.

2. The Plan Administrator shall also have the discretionary authority, consistent with Code Section 162(m), to structure one or more stock
issuances or restricted stock unit or share right awards so that the shares of Common Stock subject to those issuances or awards shall vest (or
vest and become issuable) upon the achievement of certain pre-established corporate performance goals based on one or more of the following
criteria: (i) return on total shareholder equity; (ii) earnings or net income per share of Common Stock; (iii) net income or operating income;
(iv) earnings before interest, taxes, depreciation, amortization and stock-compensation costs, or operating income before depreciation and
amortization; (v) sales or revenue targets; (vi) return on assets, capital or investment; (vii) cash flow; (viii) market share; (ix) cost reduction
goals; (x) budget comparisons; (xi) implementation or completion of projects or processes strategic or critical to the Corporation�s business
operations; (xii) measures of customer satisfaction; (xiii) any combination of, or a specified increase in, any of the foregoing; and (xiv) the
formation of joint ventures, research and development collaborations, marketing or customer service collaborations, or the completion of other
corporate transactions intended to enhance the Corporation�s revenue or profitability or expand its customer base; provided, however, that for
purposes of items (ii), (iii) and (vii) above, the Plan Administrator may, at the time the awards under the Stock Issuance Program are made,
specify certain adjustments to such items as reported in accordance with generally accepted accounting principles in the U.S. (�GAAP�), which
will exclude from the calculation of those performance goals one or more of the following: certain charges related to acquisitions, stock-based
compensation, employer payroll tax expense on certain stock option exercises, settlement costs, restructuring costs, gains or losses on strategic
investments, non-operating gains or losses, certain other non-cash charges, valuation allowance on deferred tax assets, and the related income
tax effects, purchases of property and equipment, and any extraordinary non-recurring items as described in Accounting Principles Board
Opinion No. 30, provided that such adjustments are in conformity with those reported by the Corporation on a non-GAAP basis. In addition,
such performance goals may be based upon the attainment of specified levels of the Corporation�s performance under one or more of the
measures described above relative to the performance of other entities
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and may also be based on the performance of any of the Corporation�s business groups or divisions or any Parent or Subsidiary. Performance
goals may include a minimum threshold level of performance below which no award will be earned, levels of performance at which specified
portions of an award will be earned and a maximum level of performance at which an award will be fully earned. The Plan Administrator may
provide that, if the actual level of attainment for any performance objective is between two specified levels, the amount of the award attributable
to that performance objective shall be interpolated on a straight-line basis.

3. Any new, substituted or additional securities or other property (including money paid other than as a regular cash dividend) which the
Participant may have the right to receive with respect to the Participant�s unvested shares of Common Stock by reason of any stock dividend,
stock split, recapitalization, combination of shares, exchange of shares or other change affecting the outstanding Common Stock as a class
without the Corporation�s receipt of consideration shall be issued subject to (i) the same vesting requirements applicable to the Participant�s
unvested shares of Common Stock and (ii) such escrow arrangements as the Plan Administrator shall deem appropriate.

4. The Participant shall have full shareholder rights with respect to any shares of Common Stock issued to the Participant under the Stock
Issuance Program, whether or not the Participant�s interest in those shares is vested. Accordingly, the Participant shall have the right to vote such
shares and to receive any regular cash dividends paid on such shares. The Participant shall not have any shareholder rights with respect to the
shares of Common Stock subject to a restricted stock unit or share right award until that award vests and the shares of Common Stock are
actually issued thereunder. However, dividend-equivalent units may be paid or credited, either in cash or in actual or phantom shares of
Common Stock, on outstanding restricted stock unit or share right awards, subject to such terms and conditions as the Plan Administrator may
deem appropriate.

5. Should the Participant cease to remain in Service while holding one or more unvested shares of Common Stock issued under the Stock
Issuance Program or should the performance objectives not be attained with respect to one or more such unvested shares of Common Stock, then
those shares shall be immediately surrendered to the Corporation for cancellation, and the Participant shall have no further shareholder rights
with respect to those shares. To the extent the surrendered shares were previously issued to the Participant for consideration paid in cash, cash
equivalent or otherwise, the Corporation shall repay to the Participant the same form of consideration as the Participant paid for the surrendered
shares.

6. The Plan Administrator may in its discretion waive the surrender and cancellation of one or more unvested shares of Common Stock which
would otherwise occur upon the cessation of the Participant�s Service or the non-attainment of the performance objectives applicable to those
shares. Any such waiver shall result in the immediate vesting of the Participant�s interest in the shares of Common Stock as to which the waiver
applies. Such waiver may be effected at any time, whether before or after the Participant�s cessation of Service or the attainment or
non-attainment of the applicable performance objectives. However, no vesting requirements tied to the attainment of performance objectives
may be waived with respect to shares that were intended at the time of issuance to qualify as performance-based compensation under Code
Section 162(m), except in the event of the Participant�s Involuntary Termination or as otherwise provided in Section II.C of this Article Three.

7. Outstanding share right awards or restricted stock units under the Stock Issuance Program shall automatically terminate, and no shares of
Common Stock shall actually be issued in satisfaction of those awards or units, if the performance goals established for such awards or units are
not attained. The Plan Administrator, however, shall have the discretionary authority to issue vested shares of Common Stock under one or more
outstanding share right awards or restricted stock units as to which the designated performance goals or Service requirements have not been
attained or satisfied. However, no vesting requirements tied to the attainment of performance goals may be waived with respect to awards or
units which were at the time of grant intended to qualify as performance-based compensation under Code Section 162(m), except in the event of
the Participant�s Involuntary Termination or as otherwise provided in Section II.C of this Article Three.
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II. CORPORATE TRANSACTION/CHANGE IN CONTROL/HOSTILE TAKE-OVER
A. Corporate Transaction

1. All of the Corporation�s outstanding repurchase rights under the Stock Issuance Program shall terminate automatically, and all the shares of
Common Stock subject to those terminated rights shall immediately vest in full, in the event of any Corporate Transaction, except to the extent
(i) those repurchase rights are to be assigned to the successor corporation (or parent thereof) or otherwise continued in full force and effect
pursuant to the express terms of the Corporate Transaction or (ii) such accelerated vesting is precluded by other limitations imposed in the Stock
Issuance Agreement.

2. The Plan Administrator shall have the discretionary authority to structure one or more of the Corporation�s repurchase rights under the Stock
Issuance Program so that those rights shall automatically terminate in whole or in part, and the shares of Common Stock subject to those
terminated rights shall immediately vest, in the event the Participant�s Service should subsequently terminate by reason of an Involuntary
Termination within a designated period (not to exceed eighteen (18) months) following the effective date of any Corporate Transaction in which
those repurchase rights are assigned to the successor corporation (or parent thereof).

3. Each outstanding restricted stock unit or share right award assumed in connection with a Corporate Transaction or otherwise continued in
effect shall be adjusted immediately after the consummation of that Corporate Transaction to apply to the number and class of securities into
which the shares of Common Stock subject to the award immediately prior to the Corporate Transaction would have been converted in
consummation of such Corporate Transaction had those shares actually been outstanding at that time, and appropriate adjustments shall also be
made to the consideration (if any) payable per share thereunder, provided that the aggregate amount of such consideration shall remain the same.
If any such restricted stock unit or share right award is not so assumed or otherwise continued in effect, then such unit or award shall vest, and
the shares of Common Stock subject to that unit or award shall be issued as fully-vested shares, immediately prior to the consummation of the
Corporate Transaction.

4. The Plan Administrator shall have the discretionary authority to structure one or more unvested stock issuances or one or more restricted stock
unit or other share right awards under the Stock Issuance Program so that the shares of Common Stock subject to those issuances or awards shall
immediately vest (or vest and become issuable) in whole or in part in the event the Participant�s Service should subsequently terminate by reason
of an Involuntary Termination within a designated period (not to exceed eighteen (18) months) following the effective date of any Corporate
Transaction.

B. Change in Control/Hostile Take-Over

1. The Plan Administrator shall also have the discretionary authority to structure one or more of the Corporation�s repurchase rights under the
Stock Issuance Program so that those rights shall automatically terminate in whole or in part, and the shares of Common Stock subject to those
terminated rights shall immediately vest, either upon the occurrence of a Change in Control or Hostile Take-Over, as the case may be, or upon
the subsequent termination of the Participant�s Service by reason of an Involuntary Termination within a designated period (not to exceed
eighteen (18) months) following the effective date of that Change in Control or Hostile Take-Over, as the case may be.

2. The Plan Administrator shall have the discretionary authority to structure one or more unvested stock issuances or one or more restricted stock
unit or other share right awards under the Stock Issuance Program so that the shares of Common Stock subject to those issuances or awards shall
automatically vest (or vest and become issuable) in whole or in part immediately upon the occurrence of a Change in Control or Hostile
Take-Over, as the case may be, or upon the subsequent termination of the Participant�s Service by reason of an Involuntary Termination within a
designated period (not to exceed eighteen (18) months) following the effective date of that Change in Control or Hostile Take-Over, as the case
may be.
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C. The Plan Administrator�s authority under Paragraphs A.4 and B.2 of this Section II shall also extend to any stock issuances, restricted stock
units or other share right awards intended to qualify as performance-based compensation under Code Section 162(m), even though the automatic
vesting of those issuances, units or awards pursuant to Paragraph A.4 and B.2 of this Section II may result in their loss of performance-based
status under Code Section 162(m).

ARTICLE FOUR

AUTOMATIC OPTION GRANT PROGRAM

I. OPTION TERMS
A. Grant Dates. Option grants shall be made on the dates specified below:

Each individual who is first elected or appointed as a non-employee Board member at any time on or after the Plan Effective Date shall
automatically be granted, on the date of such initial election or appointment, a Non-Statutory Option to purchase 30,000 shares of Common
Stock, provided that individual has not previously been in the employ of the Corporation or any Parent or Subsidiary.

B. Exercise Price.

1. The exercise price per share shall be equal to one hundred percent (100%) of the Fair Market Value per share of Common Stock on the option
grant date.

2. The exercise price shall be payable in one or more of the alternative forms authorized under the Discretionary Option Grant Program. Except
to the extent the sale and remittance procedure specified thereunder is utilized, payment of the exercise price for the purchased shares must be
made on the Exercise Date.

C. Option Term. Each option shall have a term of ten (10) years measured from the option grant date.

D. Exercise and Vesting of Options. Each option shall be immediately exercisable for any or all of the option shares. However, any unvested
shares purchased under the option shall be subject to repurchase by the Corporation, at the exercise price paid per share, upon the Optionee�s
cessation of Board service prior to vesting in those shares. The shares shall vest, and the Corporation�s repurchase right shall lapse, in a series of
five (5) successive equal annual installments upon the Optionee�s completion of each year of service as a Board member over the five (5)-year
period measured from the option grant date.

E. Limited Transferability of Options. Each option under this Article Four may be assigned in whole or in part during the Optionee�s lifetime to
one or more Family Members of the Optionee or to a trust established exclusively for Optionee and/or for one or more such Family Members, to
the extent such assignment is in connection with the Optionee�s estate plan or pursuant to a domestic relations order. The assigned portion may
only be exercised by the person or persons who acquire a proprietary interest in the option pursuant to the assignment. The terms applicable to
the assigned portion shall be the same as those in effect for the option immediately prior to such assignment and shall be set forth in such
documents issued to the assignee as the Plan Administrator may deem appropriate. The Optionee may also designate one or more persons as the
beneficiary or beneficiaries of his or her outstanding options under this Article Four, and those options shall, in accordance with such
designation, automatically be transferred to such beneficiary or beneficiaries upon the Optionee�s death while holding those options. Such
beneficiary or beneficiaries shall take the transferred options subject to all the terms and conditions of the applicable agreement evidencing each
such transferred option, including (without limitation) the limited time period during which the option may be exercised following the Optionee�s
death.
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F. Termination of Board Service. The following provisions shall govern the exercise of any options held by the Optionee at the time the
Optionee ceases to serve as a Board member:

(i) The Optionee (or, in the event of Optionee�s death, the personal representative of the Optionee�s estate or the person or persons to whom the
option is transferred pursuant to the Optionee�s will or the laws of inheritance or the designated beneficiary or beneficiaries of such option) shall
have a twelve (12)-month period following the date of such cessation of Board service in which to exercise each such option.

(ii) During the twelve (12)-month exercise period, the option may not be exercised in the aggregate for more than the number of vested shares of
Common Stock for which the option is exercisable at the time of the Optionee�s cessation of Board service.

(iii) Should the Optionee cease to serve as a Board member by reason of death or Permanent Disability, then all shares at the time subject to the
option shall immediately vest so that such option may, during the twelve (12)-month exercise period following such cessation of Board service,
be exercised for any or all of those shares as fully vested shares of Common Stock.

(iv) In no event shall the option remain exercisable after the expiration of its term. Upon the expiration of the twelve (12)-month exercise period
or (if earlier) upon the expiration of the option term, the option shall terminate and cease to be outstanding for any vested shares for which the
option has not been exercised. However, the option shall, immediately upon the Optionee�s cessation of Board service for any reason other than
death or Permanent Disability, terminate and cease to be outstanding to the extent the option is not otherwise at that time exercisable for vested
shares.

II. CORPORATE TRANSACTION/ CHANGE IN CONTROL/HOSTILE TAKE-OVER
A. In the event of a Corporate Transaction while the Optionee remains a Board member, the shares of Common Stock at the time subject to each
outstanding option held by such Optionee under this Automatic Option Grant Program but not otherwise vested shall automatically vest in full
so that each such option shall, immediately prior to the effective date of the Corporate Transaction, become exercisable for all the option shares
as fully vested shares of Common Stock and may be exercised for any or all of those vested shares. Immediately following the consummation of
the Corporate Transaction, each automatic option grant shall terminate and cease to be outstanding, except to the extent assumed by the
successor corporation (or parent thereof) or otherwise continued in full force and effect pursuant to the terms of the Corporate Transaction.

B. In the event of a Change in Control while the Optionee remains a Board member, the shares of Common Stock at the time subject to each
outstanding option held by such Optionee under this Automatic Option Grant Program but not otherwise vested shall automatically vest in full
so that each such option shall, immediately prior to the effective date of the Change in Control, become exercisable for all the option shares as
fully vested shares of Common Stock and may be exercised for any or all of those vested shares. Each such option shall remain exercisable for
such fully vested option shares until the expiration or sooner termination of the option term or the surrender of the option in connection with a
Hostile Take-Over.

C. All outstanding repurchase rights under this under this Automatic Option Grant Program shall automatically terminate, and the shares of
Common Stock subject to those terminated rights shall immediately vest in full, in the event of any Corporate Transaction or Change in Control.

D. Upon the occurrence of a Hostile Take-Over while the Optionee remains a Board member, such Optionee shall have a thirty (30)-day period
in which to surrender to the Corporation each of his or her outstanding options under this Automatic Option Grant Program. The Optionee shall
in return be entitled to a cash distribution from the Corporation in an amount equal to the excess of (i) the Take-Over Price of the shares of
Common Stock at the time subject to each surrendered option (whether or not the Optionee is otherwise at the time vested in those shares) over
(ii) the aggregate exercise price payable for such shares. Such cash distribution shall be paid within
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five (5) days following the surrender of the option to the Corporation. No approval or consent of the Board or any Plan Administrator shall be
required at the time of the actual option surrender and cash distribution.

E. Each option which is assumed in connection with a Corporate Transaction or otherwise continued in full force and effect shall be
appropriately adjusted, immediately after such Corporate Transaction, to apply to the number and class of securities which would have been
issuable to the Optionee in consummation of such Corporate Transaction had the option been exercised immediately prior to such Corporate
Transaction. Appropriate adjustments shall also be made to the exercise price payable per share under each outstanding option, provided the
aggregate exercise price payable for such securities shall remain the same. To the extent the actual holders of the Corporation�s outstanding
Common Stock receive cash consideration for their Common Stock in consummation of the Corporate Transaction, the successor corporation
may, in connection with the assumption of the outstanding options under the Automatic Option Grant Program, substitute one or more shares of
its own common stock with a fair market value equivalent to the cash consideration paid per share of Common Stock in such Corporate
Transaction.

F. The grant of options under the Automatic Option Grant Program shall in no way affect the right of the Corporation to adjust, reclassify,
reorganize or otherwise change its capital or business structure or to merge, consolidate, dissolve, liquidate or sell or transfer all or any part of its
business or assets.

III. REMAINING TERMS
The remaining terms of each option granted under the Automatic Option Grant Program shall be the same as the terms in effect for option grants
made under the Discretionary Option Grant Program.

ARTICLE FIVE

MISCELLANEOUS

I. TAX WITHHOLDING
A. The Corporation�s obligation to deliver shares of Common Stock upon the exercise of options or the issuance or vesting of such shares under
the Plan shall be subject to the satisfaction of all applicable federal, state and local income and employment tax withholding requirements.

B. The Plan Administrator may, in its discretion, provide any or all holders of Non-Statutory Options, restricted stock units or any other share
right awards pursuant to which vested shares of Common Stock are to be issued under the Plan (other than the options granted or the shares
issued under the Automatic Option Grant Program) and any or all Participants to whom vested or unvested shares of Common Stock are issued
in a direct issuance under the Stock Issuance Program with the right to utilize either or both of the following methods to satisfy all or part of the
Withholding Taxes to which such holders may become subject in connection with the exercise of their options, the issuance to them of vested
shares or the subsequent vesting of unvested shares issued to them:

Stock Withholding: The election to have the Corporation withhold, from the shares of Common Stock otherwise issuable upon the exercise of
such Non-Statutory Option or upon the issuance of fully-vested shares, a portion of those shares with an aggregate Fair Market Value equal to
the amount of the minimum Withholding Taxes required to be withheld by law (using the minimum statutory withholding rates).

Stock Delivery: The election to deliver to the Corporation, at the time the Non-Statutory Option is exercised, the vested shares are issued or the
unvested shares subsequently vest, one or more shares of Common Stock previously acquired by such holder (other than in connection with such
exercise, share issuance or share vesting triggering the Withholding Taxes) with an aggregate Fair Market Value equal to the amount of the
minimum
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Withholding Taxes required to be withheld by law (using the minimum statutory withholding rates). The shares of Common Stock so delivered
shall not be added to the shares of Common Stock authorized for issuance under the Plan.

II. SHARE ESCROW/LEGENDS
Unvested shares issued under the Plan may, in the Plan Administrator�s discretion, be held in escrow by the Corporation until the Participant�s
interest in such shares vests or may be issued directly to the Participant with restrictive legends on the certificates evidencing those unvested
shares.

III. EFFECTIVE DATE AND TERM OF THE PLAN
A. The Plan became effective immediately on the Plan Effective Date. Options, restricted stock units and other stock or stock-based awards may
be granted under the Discretionary Option Grant Program, the Stock Issuance Program and the Automatic Option Grant Program.

B. The Plan shall serve as the successor to the Predecessor Plan, and no further option grants or direct stock issuances shall be made under the
Predecessor Plan after the Plan Effective Date. All options outstanding under the Predecessor Plan on the Plan Effective Date were incorporated
into the Plan at that time and are treated as outstanding options under the Plan. However, each outstanding option so incorporated shall continue
to be governed solely by the terms of the documents evidencing such option, and no provision of the Plan shall be deemed to affect or otherwise
modify the rights or obligations of the holders of such incorporated options with respect to their acquisition of shares of Common Stock.

C. One or more provisions of the Plan, including (without limitation) the option/vesting acceleration provisions of Article Two relating to
Corporate Transactions, Changes in Control and Hostile-Take Over, may, in the Plan Administrator�s discretion, be extended to one or more
options incorporated from the Predecessor Plan which do not otherwise contain such provisions.

D. The Plan was amended and restated by the Board on April 17, 2006 (the �2006 Restatement�), subject to shareholder approval at the 2006
Annual Meeting, to (i) change the character of equity awards available under the Plan to include other stock-based awards, such as restricted
stock units; (ii) designate a series of performance criteria that may be utilized in the future as a condition to the vesting of one or more stock
issuances or other stock-based awards under the plan to qualify the compensation attributable to those awards as performance-based
compensation for Code Section 162(m) purposes; (iii) eliminate the salary investment option grant and director fee option grant programs
currently authorized under the plan; (iv) eliminate the financing provisions previously available under the Plan and (v) effect various technical
revisions to facilitate plan administration. Such revisions shall not become effective unless the shareholders approve the 2006 Restatement at the
2006 Annual Meeting. Should the Corporation�s shareholders not approve the 2006 Restatement at the 2006 Annual Meeting, then none of the
changes and revisions effected to the Plan by the 2006 Restatement shall become effective. The Plan will, however, continue in effect as it
existed immediately prior to April 17, 2006, and option grants and other equity awards will continue to be made under the Plan until all the
shares available for issuance under the Plan have been issued pursuant to equity awards made under the plan.

E. The Plan shall terminate upon the earliest to occur of (i) February 28, 2010, (ii) the date on which all shares available for issuance under the
Plan shall have been issued as fully vested shares or (iii) the termination of all outstanding options, restricted stock units and other share right
awards in connection with a Corporate Transaction. Should the Plan terminate on February 28, 2010, then all option grants, unvested stock
issuances, restricted stock units and other share right awards outstanding at that time shall continue to have force and effect in accordance with
the provisions of the documents evidencing such grants or issuances.
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IV. AMENDMENT OF THE PLAN
A. The Board shall have complete and exclusive power and authority to amend, modify, suspend, or terminate the Plan in any or all respects,
except that shareholder approval will be required for any amendment to the plan to the extent required by any applicable law, regulation, or rule
of any stock exchange (or the Nasdaq National Market, if applicable) on which Common Stock is then listed for trading. However, no such
amendment, modification, suspension or termination shall adversely affect the rights and obligations with respect to stock options, unvested
stock issuances or other stock-based awards at the time outstanding under the Plan unless the Optionee or the Participant consents to such
amendment or modification.

B. Options may be granted under the Discretionary Option Grant Program and restricted stock units and other stock-based awards may be issued
under that Discretionary Option Grant and Stock Issuance Programs that in each instance involve shares of Common Stock in excess of the
number of shares then available for issuance under the Plan, provided no shares shall actually be issued pursuant to those grants or awards until
the number of shares of Common Stock available for issuance under the Plan is sufficiently increased by either (1) the automatic annual share
increase provisions of Section V.B. of Article One or (2) shareholder approval of an amendment of the Plan sufficiently increasing the share
reserve. If shareholder approval is required and is not obtained within twelve (12) months after the date the first excess issuances are made
against the contingent increase, then any unexercised options or other stock-based awards granted on the basis of such excess shares shall
terminate and cease to be outstanding.

V. USE OF PROCEEDS
Any cash proceeds received by the Corporation from the sale of shares of Common Stock under the Plan shall be used for general corporate
purposes.

VI. REGULATORY APPROVALS
A. The implementation of the Plan, the grant of any stock option, restricted stock units or other stock-based award under the Plan and the
issuance of any shares of Common Stock (i) upon the exercise of any granted option or (ii) pursuant to any other award under the Plan shall be
subject to the Corporation�s procurement of all approvals and permits required by regulatory authorities having jurisdiction over the Plan, the
stock options, restricted stock units or other stock-based awards granted under it and the shares of Common Stock issued pursuant to it.

B. No shares of Common Stock or other assets shall be issued or delivered under the Plan unless and until there shall have been compliance with
all applicable requirements of federal and state securities laws, including the filing and effectiveness of the Form S-8 registration statement for
the shares of Common Stock issuable under the Plan, and all applicable listing requirements of any stock exchange (or the Nasdaq National
Market, if applicable) on which Common Stock is then listed for trading.

VII. NO EMPLOYMENT/SERVICE RIGHTS
Nothing in the Plan shall confer upon the Optionee or the Participant any right to continue in Service for any period of specific duration or
interfere with or otherwise restrict in any way the rights of the Corporation (or any Parent or Subsidiary employing or retaining such person) or
of the Optionee or the Participant, which rights are hereby expressly reserved by each, to terminate such person�s Service at any time for any
reason, with or without cause.
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APPENDIX

The following definitions shall be in effect under the Plan:

A. Automatic Option Grant Program shall mean the automatic option grant program in effect under Article Four of the Plan.

B. Board shall mean the Corporation�s Board of Directors.

C. Change in Control shall mean a change in ownership or control of the Corporation effected through either of the following transactions:

(i) the acquisition, directly or indirectly by any person or related group of persons (other than the Corporation or a person that directly or
indirectly controls, is controlled by, or is under common control with, the Corporation), of beneficial ownership (within the meaning of Rule
13d-3 of the 1934 Act) of securities possessing more than fifty percent (50%) of the total combined voting power of the Corporation�s
outstanding securities pursuant to a tender or exchange offer made directly to the Corporation�s shareholders, or

(ii) a change in the composition of the Board over a period of thirty-six (36) consecutive months or less such that a majority of the Board
members ceases, by reason of one or more contested elections for Board membership, to be comprised of individuals who either (A) have been
Board members continuously since the beginning of such period or (B) have been elected or nominated for election as Board members during
such period by at least a majority of the Board members described in clause (A) who were still in office at the time the Board approved such
election or nomination.

D. Code shall mean the Internal Revenue Code of 1986, as amended.

E. Common Stock shall mean the Corporation�s common stock.

F. Corporate Transaction shall mean either of the following shareholder-approved transactions to which the Corporation is a party:

(i) a merger or consolidation in which securities possessing more than fifty percent (50%) of the total combined voting power of the
Corporation�s outstanding securities are transferred to a person or persons different from the persons holding those securities immediately prior to
such transaction, or

(ii) the sale, transfer or other disposition of all or substantially all of the Corporation�s assets in complete liquidation or dissolution of the
Corporation.

G. Corporation shall mean SimpleTech, Inc., a California corporation, and any corporate successor to all or substantially all of the assets or
voting stock of SimpleTech, Inc., which shall by appropriate action adopt the Plan.

H. Discretionary Option Grant Program shall mean the discretionary option grant program in effect under Article Two of the Plan.

I. Employee shall mean an individual who is in the employ of the Corporation (or any Parent or Subsidiary), subject to the control and direction
of the employer entity as to both the work to be performed and the manner and method of performance.

J. Exercise Date shall mean the date on which the Corporation shall have received written notice of the option exercise.
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K. Fair Market Value per share of Common Stock on any relevant date shall be determined in accordance with the following provisions:

(i) If the Common Stock is at the time traded on the Nasdaq National Market, then the Fair Market Value shall be the closing selling price per
share of Common Stock at the close of regular hours trading (i.e., before after-hours trading begins) on the Nasdaq National Market on the date
in question, as such price is reported by the National Association of Securities Dealers. If there is no closing selling price for the Common Stock
on the date in question, then the Fair Market Value shall be the closing selling price on the last preceding date for which such quotation exists.

(ii) If the Common Stock is at the time listed on any Stock Exchange, then the Fair Market Value shall be the closing selling price per share of
Common Stock at the close of regular hours trading (i.e., before after-hours trading begins) on the date in question on the Stock Exchange
determined by the Plan Administrator to be the primary market for the Common Stock, as such price is officially quoted in the composite tape of
transactions on such exchange. If there is no closing selling price for the Common Stock on the date in question, then the Fair Market Value
shall be the closing selling price on the last preceding date for which such quotation exists.

L. Family Member means, with respect to a particular Optionee or Participant, any child, stepchild, grandchild, parent, stepparent, grandparent,
spouse, former spouse, sibling, niece, nephew, mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law or sister-in-law.

M. Hostile Take-Over shall mean the acquisition, directly or indirectly, by any person or related group of persons (other than the Corporation or
a person that directly or indirectly controls, is controlled by, or is under common control with, the Corporation) of beneficial ownership (within
the meaning of Rule 13d-3 of the 1934 Act) of securities possessing more than fifty percent (50%) of the total combined voting power of the
Corporation�s outstanding securities pursuant to a tender or exchange offer made directly to the Corporation�s shareholders which the Board does
not recommend such shareholders to accept.

N. Incentive Option shall mean an option which satisfies the requirements of Code Section 422.

O. Involuntary Termination shall mean the termination of the Service of any individual which occurs by reason of:

(i) such individual�s involuntary dismissal or discharge by the Corporation for reasons other than Misconduct, or

(ii) such individual�s voluntary resignation following (A) a change in his or her position with the Corporation which materially reduces his or her
duties and responsibilities or the level of management to which he or she reports, (B) a reduction in his or her level of compensation (including
base salary, fringe benefits and target bonus under any corporate-performance based bonus or incentive programs) by more than fifteen percent
(15%) or (C) a relocation of such individual�s place of employment by more than fifty (50) miles, provided and only if such change, reduction or
relocation is effected by the Corporation without the individual�s consent.

P. Misconduct shall mean the commission of any act of fraud, embezzlement or dishonesty by the Optionee or Participant, any unauthorized use
or disclosure by such person of confidential information or trade secrets of the Corporation (or any Parent or Subsidiary), or any other
intentional misconduct by such person adversely affecting the business or affairs of the Corporation (or any Parent or Subsidiary) in a material
manner. The foregoing definition shall not in any way preclude or restrict the right of the Corporation (or any Parent or Subsidiary) to discharge
or dismiss any Optionee, Participant or other person in the Service of the Corporation (or any Parent or Subsidiary) for any other acts or
omissions, but such other acts or omissions shall not be deemed, for purposes of the Plan, to constitute grounds for termination for Misconduct.

Q. 1934 Act shall mean the Securities Exchange Act of 1934, as amended.
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R. Non-Statutory Option shall mean an option not intended to satisfy the requirements of Code Section 422.

S. Optionee shall mean any person to whom an option is granted under the Discretionary Option Grant or Automatic Option Grant Program.

T. Parent shall mean any corporation (other than the Corporation) in an unbroken chain of corporations ending with the Corporation, provided
each corporation in the unbroken chain (other than the Corporation) owns, at the time of the determination, stock possessing fifty percent
(50%) or more of the total combined voting power of all classes of stock in one of the other corporations in such chain.

U. Participant shall mean any person who is issued shares of Common Stock or restricted stock units or other stock-based awards under the
Stock Issuance Program.

V. Permanent Disability or Permanently Disabled shall mean the inability of the Optionee or the Participant to engage in any substantial
gainful activity by reason of any medically determinable physical or mental impairment expected to result in death or to be of continuous
duration of twelve (12) months or more. However, solely for purposes of the Automatic Option Grant Program, Permanent Disability or
Permanently Disabled shall mean the inability of the non-employee Board member to perform his or her usual duties as a Board member by
reason of any medically determinable physical or mental impairment expected to result in death or to be of continuous duration of twelve
(12) months or more.

W. Plan shall mean the Corporation�s 2000 Stock Incentive Plan, as amended and restated, as set forth in this document.

X. Plan Administrator shall mean the particular entity, whether the Primary Committee, the Board or the Secondary Committee, which is
authorized to administer the Discretionary Option Grant and Stock Issuance Programs with respect to one or more classes of eligible persons, to
the extent such entity is carrying out its administrative functions under those programs with respect to the persons under its jurisdiction.

Y. Plan Effective Date shall mean September 29, 2000.

Z. Predecessor Plan shall mean the Corporation�s 1996 Stock Option Plan in effect immediately prior to the Plan Effective Date hereunder.

AA. Primary Committee shall mean the committee of two (2) or more non-employee Board members appointed by the Board to administer the
Discretionary Option Grant and Stock Issuance Programs with respect to Section 16 Insiders.

BB. Secondary Committee shall mean a committee of one or more Board members appointed by the Board to administer the Discretionary
Option Grant and Stock Issuance Programs with respect to eligible persons other than Section 16 Insiders.

CC. Section 16 Insider shall mean an officer or director of the Corporation subject to the short-swing profit liabilities of Section 16 of the 1934
Act.

DD. Service shall mean the performance of services for the Corporation (or any Parent or Subsidiary) by a person in the capacity of an
Employee, a non-employee member of the board of directors or a consultant or independent advisor, except to the extent otherwise specifically
provided in the documents evidencing the stock option, restricted stock unit award, stock issuance or other stock-based award thereunder. For
purposes of this Plan, an Optionee or Participant shall be deemed to cease Service immediately upon the occurrence of either of the following
events: (i) the Optionee or Participant no longer performs services in any of the foregoing capacities for the Corporation or any Parent or
Subsidiary or (ii) the entity for which the Optionee or Participant
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is performing such services ceases to remain a Parent or Subsidiary of the Corporation, even though the Optionee or Participant may
subsequently continue to perform services for that entity.

EE. Stock Exchange shall mean either the American Stock Exchange or the New York Stock Exchange.

FF. Stock Issuance Agreement shall mean the agreement entered into by the Corporation and the Participant at the time of issuance of shares of
Common Stock under the Stock Issuance Program.

GG. Stock Issuance Program shall mean the stock issuance program in effect under Article Three of the Plan.

HH. Subsidiary shall mean any corporation (other than the Corporation) in an unbroken chain of corporations beginning with the Corporation,
provided each corporation (other than the last corporation) in the unbroken chain owns, at the time of the determination, stock possessing fifty
percent (50%) or more of the total combined voting power of all classes of stock in one of the other corporations in such chain.

II. Take-Over Price shall mean the greater of (i) the Fair Market Value per share of Common Stock on the date the option is surrendered to the
Corporation in connection with a Hostile Take-Over or, if applicable, (ii) the highest reported price per share of Common Stock paid by the
tender offeror in effecting such Hostile Take-Over through the acquisition of such Common Stock. However, if the surrendered option is an
Incentive Option, the Take-Over Price shall not exceed the clause (i) price per share.

JJ. 10% Shareholder shall mean the owner of stock (as determined under Code Section 424(d)) possessing more than ten percent (10%) of the
total combined voting power of all classes of stock of the Corporation (or any Parent or Subsidiary).

KK. Withholding Taxes shall mean the federal, state and local income and employment taxes to which the holder of a stock option, shares of
Common Stock, restricted stock units or other stock-based awards under the Plan may become subject in connection with the grant or exercise of
those stock options or the issuance or vesting of shares.
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SIMPLETECH, INC.

PROXY

Annual Meeting of Shareholders, May 25, 2006

This Proxy is Solicited on Behalf of the Board of Directors of

SimpleTech, Inc.

The undersigned revokes all previous proxies, acknowledges receipt of the Notice of the Annual Meeting of Shareholders to be held May 25,
2006 and the Proxy Statement and appoints Manouch Moshayedi and Dan Moses, and each of them, the Proxy of the undersigned, with full
power of substitution, to vote all shares of Common Stock of SimpleTech, Inc. (the �Company�) which the undersigned is entitled to vote, either
on his or her own behalf or on behalf of any entity or entities, at the Annual Meeting of Shareholders of the Company to be held at the Irvine
Marriott, located at 18000 Von Karman Avenue, Irvine, California 92612, on Thursday, May 25, 2006 at 8:00 a.m. local time (the �Annual
Meeting�), and at any adjournment or postponement thereof, with the same force and effect as the undersigned might or could do if personally
present thereat. The shares represented by this Proxy shall be voted in the manner set forth on the reverse side.

SEE REVERSE

SIDE

CONTINUED AND TO BE SIGNED ON REVERSE SIDE SEE REVERSE

SIDE

Please detach and return in the envelope provided
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THE BOARD OF DIRECTORS RECOMMENDS A VOTE �FOR� THE ELECTION OF DIRECTORS AND �FOR� EACH OF THE OTHER LISTED
PROPOSALS.

PLEASE SIGN, DATE AND RETURN PROMPTLY IN THE ENCLOSED ENVELOPE. PLEASE MARK YOUR VOTE IN BLUE OR BLACK INK
AS SHOWN HERE  x

1. To elect seven directors of the Company to serve until the 2007 Annual Meeting
of Shareholders or until their successors are duly elected and qualified.

3. To ratify the appointment of
PricewaterhouseCoopers LLP as the
independent registered public accounting
firm of the Company for the fiscal year
ending December 31, 2006.

FOR

¨

AGAINST

¨

ABSTAIN

¨

¨    FOR ALL NOMINEES

¨    WITHHOLD AUTHORITY

         FOR ALL NOMINEES

¨    FOR ALL EXCEPT

        (See instructions below)

NOMINEES

O     Manouch Moshayedi

O     Mike Moshayedi

O     Mark Moshayedi

O     Dan Moses

O     F. Michael Ball

O     Rajat Bahri

O     James J. Peterson

4. In accordance with the discretion of the proxy holders, to act upon all
matters incident to the conduct of the meeting and upon other matters as
may properly come before the meeting.

This proxy, when properly executed, will be voted as specified above. If
no specification is made, this Proxy will be voted �FOR� the election of
the directors listed at left and �FOR� the other listed proposals.

WHETHER OR NOT YOU ATTEND THE ANNUAL MEETING
IN PERSON, YOU ARE URGED TO SIGN AND PROMPTLY
MAIL THIS PROXY IN THE RETURN ENVELOPE SO THAT
YOUR STOCK MAY BE REPRESENTED AT THE ANNUAL
MEETING.

INSTRUCTIONS:    To withhold authority to vote for any individual
nominee(s), mark

                                �FOR ALL EXCEPT� and fill in the circle next to each
nominee
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                                you wish to withhold, as shown here: l

2. To approve an amendment and restatement
of the Company�s 2000 Stock Incentive Plan,
which would, among other things, (i) change
the character of equity awards available
under the plan to include other stock-based
awards, such as restricted stock units,
(ii) designate a series of performance criteria
that may be utilized in the future as a
condition to the vesting of one or more stock
issuances or other stock-based awards under
the plan, (iii) eliminate the salary investment
option grant and director fee option grant
programs currently authorized under the
plan, (iv) eliminate the financing provisions
previously available under the plan and
(v) effect various technical revisions to
facilitate the administration of the plan.

FOR

¨

AGAINST

¨

ABSTAIN  

¨

Please print the name(s) appearing on each share certificate(s) over
which you have voting authority:

To change your address on your account, please check the box at
the right and indicate your new address in the address space
above. Please note that changes to the registered name(s) on the
account may not be submitted via this method.

¨ Please check here if you plan to attend the meeting. ¨

Signature of Shareholder _____________________ Date: ________________ Signature of Shareholder ____________________ Date: ________________

Note: This proxy must be signed exactly as the name appears hereon. When shares are held jointly, each holder should sign. When signing as executor,
administrator, attorney, trustee or guardian, please give full title as such. If the signer is a corporation, please sign full corporate name by duly authorized
officer, giving full title as such. If signer is a partnership, please sign in partnership name by authorized person.
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