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Registration 333-

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM S-4
REGISTRATION STATEMENT

UNDER

THE SECURITIES ACT OF 1933

ITRON, INC.

(Exact name of registrant as specified in its charter)

Washington 91-1011792

(State of Incorporation) (I.R.S. Employer
Identification Number)

2818 North Sullivan Road
Spokane, Washington 99216-1897
(509) 924-9900

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

Russell N. Fairbanks, Jr.
Vice President and General Counsel
Itron, Inc.
2818 N. Sullivan Road, Spokane, Washington 99216-1897
(509) 924-9900

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

Copy to:
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Andrew Bor
Perkins Coie LLP
1201 Third Avenue, Suite 4800, Seattle, Washington 98101-3099

(206) 583-8888

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

If the securities being registered on this Form are being offered in connection with the formation of a holding company and there is compliance
with General Instruction G, check the following box. ~

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

If this Form is a post effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering. ~

CALCULATION OF REGISTRATION FEE

Amount Proposed Maximum
Title of Each Class of Offering Price Proposed Maximum
to be Aggregate Offering Amount of
Securities to be Registered Registered Per Unit (1)(2) Price (1)(2) Registration Fee

73/4% Senior Subordinated Notes due 2012
3) $125,000,000 100% $125,000,000 $15,837.50
Guarantees of the 7 3/4% Senior
Subordinated Notes Due
2012 (4) $125,000,000 N/A N/A N/A

(1) Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(c) under the Securities Act of 1933, as amended.

(2) Equals the aggregate principal amount of the securities being registered.

(3) The 73/4% Senior Subordinated Notes due 2012 will be the obligations of Itron, Inc.

(4) The guarantees are not traded separately. Pursuant to Rule 457(n) under the Securities Act of 1933, no additional registration fee is due with respect to the
guarantees.
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Exact Name of Registrant
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Itron International, Inc.

Itron Engineering Services, Inc.

EMD Holding, Inc.

Itron Electricity Metering, Inc.
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Address, Including
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Primary
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State or Other Industrial
Jurisdiction of IRS Employer Classification Including Area Code, of
Incorporation or Identification Code Registrant s Principal
Organization Number (EIN) Number (SIC) Executive Office
Washington 91-1738883 3663 2818 North Sullivan Road
Spokane, WA 99216
Washington 03-0509518 3663 2818 North Sullivan Road
Spokane, WA 99216
Washington 48-1273508 3663 2818 North Sullivan Road
Spokane, WA 99216
Delaware 58-2209907 3663 2818 North Sullivan Road
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The information in this Prospectus is not complete and may be changed. The selling securityholders may not sell these
securities until the registration statement filed with the Securities and Exchange Commission is effective. This
prospectus is not an offer to sell these securities and it is not soliciting an offer to buy these securities in any state where
the offer or sale is not permitted.

Subject to Completion, dated September 3, 2004

PRELIMINARY PROSPECTUS

$125,000,000

Itron, Inc.

OFFER TO EXCHANGE

73/4% Senior Subordinated Notes due 2012
that have been registered under the Securities Act of 1933, as amended
for any and all of its outstanding
73/4% Senior Subordinated Notes due 2012
that were issued and sold in a transaction exempt from registration

under the Securities Act of 1933, as amended

Itron, Inc. a Washington corporation, hereby offers to exchange, upon the terms and conditions set forth in this prospectus and the accompanying
letter of transmittal, up to $125 million in aggregate principal amount of its 7 3/4% senior subordinated notes due 2012, which we refer to as the

exchange notes, for the same principal amount of its outstanding/4% senior subordinated notes due 2012, which we refer to as the original
notes. The original notes and the exchange notes will be unsecured obligations and are and will be subordinated to all of our existing and future
senior indebtedness and other liabilities and those of subsidiary guarantors.

The terms of the exchange notes are substantially identical to the terms of the original notes, except that the exchange notes will generally be
freely transferable and do not contain certain terms with respect to registration rights and liquidation damages. We will issue the exchange notes
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under the indenture governing the original notes. For a description of the principal terms of the exchange notes, see Description of Notes.

The exchange offer will expire at 5:00 p.m. New York City time, on , 2004, unless we extend the offer. At any time prior to the
expiration date, you may withdraw your tender of any original notes; otherwise, such tender is irrevocable. We will receive no cash proceeds
from the exchange offer.

The exchange notes constitute a new issue of securities for which there is no established trading market. Any original notes not tendered and
accepted in the exchange offer will remain outstanding. To the extent original notes are tendered and accepted in the exchange offer, your ability
to sell untendered, and tendered but unaccepted, original notes could be adversely affected. Following consummation of the exchange offer, the
original notes will continue to be subject to their existing transfer restriction and we will generally have no further obligations to provide for the
registration of the original notes under the Securities Act of 1933, as amended, or the Securities Act. We cannot guarantee that an active trading
market will develop or give assurances as to the liquidity of the trading market for either the original notes or the exchange notes. We do not
intend to apply for listing of either the original notes or the exchange notes on any exchange or market.

Each broker-dealer that receives exchange notes for its own account pursuant to the exchange offer must acknowledge that it will deliver a
prospectus in connection with any resale of its exchange notes. The letter of transmittal states that by so acknowledging and by delivering a
prospectus, a broker-dealer will not be deemed to admit that it is an underwriter within the meaning of the Securities Act. This prospectus, as it
may be amended or supplemented from time to time, may be used by a broker-dealer for a period of 180 days following the consummation of

the exchange offer in connection with resales of exchange notes received in exchange for notes where the original notes were acquired by the
broker-dealer as a result of market-making activities or other trading activities. We and the guarantors have agreed that, for a period of 180 days
following the consummation of the exchange offer, we will make this prospectus available to any broker-dealer for use in connection with any
resale of the exchange notes. See Plan of Distribution.

Investing in the exchange notes involves certain risks. Please read _Risk Factors beginning on page 8 of this
prospectus.

This prospectus and the letter of transmittal are first being mailed to all holders of the original notes on or about , 2004.

Neither the Securities and Exchange Commission ( SEC ) nor any state securities commission has approved or disapproved of the
exchange notes or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is , 2004,
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This prospectus incorporates important business and financial information about us that is not included in or delivered with this prospectus.
Documents incorporated by reference are available from us without charge. Any person, including any beneficial owners, to whom this
prospectus is delivered, may obtain documents incorporated by reference in, but not delivered with, this prospectus by requesting them by
telephone or in writing at the following address:

Itron, Inc.
2818 North Sullivan Road
Spokane, Washington 99216-1897
(509) 924-9900

Attn: Investor Relations

To obtain timely delivery, you must request these documents no later than five business days before the expiration date of the exchange
offer.

You should rely only on the information incorporated by reference or provided in this prospectus or any prospectus supplement. We have not
authorized anyone else to provide you with information different from that contained in this prospectus. We are offering to exchange original
notes for exchange notes only in jurisdictions where such offer is permitted. You should not assume that the information in the incorporated

documents, this prospectus or any prospectus supplement is accurate as of any other date other than the date on the front of these documents.
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PROSPECTUS SUMMARY

This summary highlights information about our business and this offering. It does not contain all the information that you may consider
important in making your investment decision. Therefore, you should read the entire prospectus carefully, including the additional documents to
which we refer you, before making an investment decision. You should carefully consider, among other things, the matters discussed in Risk
Factors. Unless otherwise noted or required by the context, in this prospectus, we, our, us and Itron referto Itron, Inc. and its
consolidated subsidiaries, including Itron Electricity Metering, Inc., or 1IEM, which consists of (a) the electricity meter manufacturing and
sales operations in the United States acquired from Schlumberger Limited, or Schlumberger and (b) the electricity meter operations of
certain foreign affiliates acquired from Schlumberger in Canada, Mexico, Taiwan and France.

The Company

Itron is the largest provider of technology for meter data collection, delivery and management to private and public sector electric, gas and water
utilities worldwide. We have a strong tradition in meter data collection technology, having provided handheld computer-based systems used by
meter readers since Itron s founding in 1977 and automatic meter reading systems, or AMR, since 1986. On July 1, 2004, we completed the
acquisition of IEM. By adding electricity meters to our existing portfolio of meter data collection technologies and software and consulting
services solutions, we will be able to offer customers a highly integrated suite of products for measuring, gathering, delivering and analyzing
electricity usage data.

IEM designs, manufactures and markets residential and commercial and industrial, or C&I, electricity meters. Founded in 1899, IEM has been
serving electric utilities for over 100 years and has an installed base of approximately 37 million meters in the United States, representing
approximately 32% of the total installed electricity meters in the United States. One of the most significant developments in the electricity
metering industry recently has been the introduction of electronic, or solid-state, metering technology. Rather than the gear-based technology of
traditional electromechanical meters, solid-state technology provides increased capabilities, reliability and accuracy and facilitates the
integration of embedded AMR functionality in electricity meters. While most of the other leading manufacturers have only recently entered the
solid-state residential electricity meter market, IEM is currently the North American leader in this market, having sold almost 11 million
solid-state residential electricity meters since introducing the product in 1998. Growth in IEM s electricity meter business has outpaced average
industry growth over the past several years as a result of increased interest by utilities in implementing AMR. Because of Itron s strength in
AMR, IEM s strength in electricity meters and the convergence of these technologies, we believe that the combination of Itron and IEM has
created a strong platform for increasing sales of electricity meters and AMR.

Our vision is to provide our energy and water customers with the knowledge they require to optimize the delivery and use of energy and water.
Our products and services help our customers reduce costs, increase efficiency and reliability, improve asset utilization in terms of people,
technology, systems and infrastructure, and improve customer service. In support of our overall vision, we have recently expanded our portfolio
to include software and consulting services solutions that complement our core meter data collection technologies and, with the acquisition of
IEM, electricity meters. Our solutions are comprised of hardware, software and services that integrate the collection, management, application
and forecasting of data, providing a platform for utilities to share and apply critical knowledge throughout the utility and with other market
participants, including end-use customers.

Our portfolio of solutions includes:

Electricity Meters. We offer a diverse range of residential, C&I, and generation, transmission and distribution, or GT&D, meters.
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Meter Data Collection. Our handheld systems capture and store data from meters as meter readers walk their routes. Our AMR
product line for residential meters primarily involves the use of radio communications technology to collect and transmit meter data
from electricity, gas and water meters, along with a portfolio of software solutions for the analysis and application of meter data. In
addition to residential meter data collection, we offer hardware and software solutions for collecting and managing complex C&I
meter data.

Complementary Software and Consulting Services. We recently expanded our portfolio to include solutions that complement our core
meter data collection technologies, adding capabilities in delivery system design and optimization, energy management, workforce
management and load forecasting. While these solutions currently represent a small portion of our overall business, we expect that
they will become increasingly important and drive a higher contribution to our business given the shift in the utility industry from
building infrastructure to running existing infrastructure more efficiently.

Our principal executive offices are located at 2818 North Sullivan Road, Spokane, Washington 99216. Our telephone number is (509) 924-9900.

SUMMARY OF THE EXCHANGE OFFER

In May 2004, we completed a private offering of the original notes. We received aggregate proceeds, before discount, expenses and
commissions, of $125 million from the sale of the original notes.

In connection with the offering of original notes, we entered into a registration rights agreement with the initial purchaser of the original notes in

which we agreed to use best efforts to deliver to you this prospectus to commence the exchange offer for the original notes within 120 days of

their issuance. In the exchange offer, you are entitled to exchange your original notes for exchange notes, with substantially identical terms as

the original notes. The exchange notes will be accepted for clearance through The Depository Trust Company, or the DTC, and Clearstream

Banking SA, or Clearstream, or Euroclear Bank S.A.N.V., as operator of the Euroclear System, or Euroclear, with a new CUSIP and ISIN

number and common code. You should read the discussions under the headings The Exchange Offer, Book-Entry ; Delivery and Form and
Description of Notes, respectively, for more information about the exchange offer and exchange notes. After the exchange offer is completed,

you will no longer be entitled to any exchange or, with limited exceptions, registration rights for your original notes.

The Exchange Offer We are offering to exchange up to $125 million principal amount of the exchange notes for up
to $125 million principal amount of the original notes. Original notes may only be exchanged
in $1,000 increments.

The terms of the exchange notes are identical in all material respects to those of the original
notes, except the exchange notes will not be subject to transfer restrictions and holders of the
exchange notes, with limited exceptions, will have no registration rights. Also, the exchange
notes will not include provisions contained in the original notes that required payment of
liquidated damages in the event we failed to satisfy our registration obligations with respect to
the original notes.

Original notes that are not tendered for exchange will continue to be subject to transfer
restrictions and, with limited exceptions, will not have registration rights. Therefore, the market
for secondary resales of original notes that are not tendered for exchange is likely to be
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We will issue registered exchange notes promptly after the expiration of the exchange offer.
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Expiration Date The exchange offer will expire at 5:00 p.m. New York City time, on , 2004, unless we
decide to extend the expiration date. Please read The Exchange Offer Extensions, Delay in
Acceptance, Termination or Amendment for more information about extending the expiration
date.

Withdrawal of Tenders You may withdraw your tender of original notes at any time prior to the expiration date. We
will return to you, without charge, promptly after the expiration or termination of the exchange
offer any original notes that you tendered but that were not accepted for exchange.

Conditions to the Exchange Offer We will not be required to accept original notes for exchange:

if the exchange offer would be unlawful or would violate any interpretation of
the SEC staff, or

if any legal action has been instituted or threatened that would impair our ability
to proceed with the exchange offer.

The exchange offer is not conditioned on any minimum aggregate principal amount of original
notes being tendered. Please read The Exchange Offer Conditions to the Exchange Offer for
more information about the conditions to the exchange offer.

Procedures for Tendering Original Notes If your original notes are held through DTC and you wish to participate in the exchange offer,
you may do so through DTC s automated tender offer program. If you tender under this
program, you will agree to be bound by the letter of transmittal that we are providing with this
prospectus as though you had signed the letter of transmittal. By signing or agreeing to be
bound by the letter of transmittal, you will represent to us that, among other things:

any exchange notes that you receive will be acquired in the ordinary course of
your business;

you have no arrangement or understanding with any person to participate in the
distribution of the original notes or the exchange notes;

you are not our affiliate, as defined in Rule 405 under the Securities Act, or, if
you are our affiliate, you will comply with any applicable registration and
prospectus delivery requirement of the Securities Act;

if you are not a broker-dealer, you are not engaged in and do not intend to
engage in the distribution of the exchange notes; and

if you are a broker-dealer that will receive exchange notes for your own account
in exchange for original notes that you acquired as a result of market-making
activities or other trading activities, you will deliver a prospectus in connection
with any resale of such exchange notes.
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If you own a beneficial interest in original notes that are registered in the name of a broker,
dealer, commercial bank, trust company or other nominee and you wish to tender the original
notes in the exchange offer, please contact the registered holder as soon as possible and instruct
the registered holder to tender on your behalf and to comply with our instructions described in
this prospectus.

You must tender your original notes according to the guaranteed delivery procedures described
in The Exchange Offer Guaranteed Delivery Procedures if any of the following apply:

you wish to tender your original notes but they are not immediately available;

you cannot deliver your original notes, the letter of transmittal or any other
required documents to the exchange agent prior to the expiration date; or

you cannot comply with the applicable procedures under DTC s automated tender
offer program prior to the expiration date.

Except as indicated in this prospectus, we believe that the exchange notes may be offered for
resale, resold and otherwise transferred without compliance with the registration and
prospectus delivery requirements of the Securities Act provided that:

you are acquiring the exchange notes in the ordinary course of your business;

you are not participating, do not intend to participate and have no arrangement or
understanding with any person to participate in the distribution of the exchange
notes; and

you are not our affiliate.

Our belief is based on existing interpretations of the Securities Act by the SEC staff set forth in
several no-action letters to third parties. We do not intend to seek our own no-action letter, and
there is no assurance that the SEC staff would make a similar determination with respect to the
exchange notes. If this interpretation is inapplicable, and you transfer any exchange notes
without delivering a prospectus meeting the requirements, you may incur liability under the
Securities Act. We do not assume, or indemnify holders against such liability.

Each broker-dealer that is issued exchange notes for its own account in exchange for original
notes that were acquired by the broker-dealer as a result of market-making activities or other
trading activities must acknowledge that it will deliver a prospectus meeting the requirements
of the Securities Act in connection with any resale of the exchange notes. To the extent
described in  Plan of Distribution, a broker-dealer may use this prospectus for any offer to
resell, resale or other retransfer of the exchange notes.
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United States Federal Income Tax The exchange of original notes for exchange notes will not be a taxable event for United States
Considerations federal income tax purposes. Please see United States Federal Income Tax Considerations.
Registration Rights If we fail to complete the exchange offer as required by the registration rights agreement, we

may be obligated to pay additional interest to holders of the original notes. Please see
Description of Notes  Registration Rights; Liquidated Damages for more information regarding
your rights as a holder of the original notes.

THE EXCHANGE AGENT

We have appointed Deutsche Bank Trust Company Americas as exchange agent for the exchange offer. Please direct questions and requests for
assistance, requests for additional copies of this prospectus or of the letter of transmittal and requests for the notice of guaranteed delivery to the
exchange agent. As described in more detail under the caption The Exchange Offer Procedures for Tendering, if you are not tendering under
DTC s automated tender offer program, you should send the letter of transmittal and any other required documents to the exchange agent as
follows:

Deliver to: Deutsche Bank Trust Company Americas

By Hand: By Registered or Certified Mail: By Overnight Mail or Courier between 8
a.m. and 4:30 p.m.:

Deutsche Bank Trust Co. Americas DB Services Tennessee, Inc DB Services Tennessee, Inc.

C/O The Depository Trust Clearing Corp. Reorganization Unit Corporate Trust & Agency Services

55 Water Street, 1st Floor P.O. Box 292737 Reorganization Unit

Jeanette Park Entrance Nashville, TN 37229-2737 648 Grassmere Park Road

New York, New York 10041 Nashville, TN 37211

Information: (800) 735-7777 Facsimile Transmissions:

(615) 835-3701. To Confirm by Telephone or for

Information:

(615) 835-3572

Attn: Shalini Kumar

DELIVERY TO AN ADDRESS OTHER THAN AS LISTED ABOVE OR TRANSMISSION OF THE LETTER OF TRANSMITTAL VIA
FACSIMILE OTHER THAN AS LISTED ABOVE DOES NOT CONSTITUTE A VALID DELIVERY.
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THE EXCHANGE NOTES

The form and terms of the exchange notes to be issued in the exchange offer are substantially identical to the form and terms of the original
notes, except that the exchange notes will be registered under the Securities Act and, therefore, will not bear legends restricting their transfer,
will not contain terms providing for liquidated damages if we fail to perform our registration obligations with respect to the original notes and,
with limited exceptions, will not be entitled to registration rights under the Securities Act. The exchange notes will evidence the same debt as the
original notes, and both the original notes and the exchange notes are governed by the same indenture.

Issuer Itron, Inc.

Notes Offered $125,000,000 in aggregate principal amount of 73/4 % Senior Subordinated Notes due 2012.
Maturity Date May 15, 2012.

Interest Payment Dates May 15 and November 15 of each year, commencing November 15, 2004.

Guarantees Our obligations under the notes are unconditionally guaranteed, jointly and severally, by

certain of our existing and future domestic subsidiaries.

Ranking The notes and the guarantees are unsecured senior subordinated obligations. They rank behind
all of our and the guarantors current and future indebtedness other than trade payables, except
indebtedness that expressly provides that it is not senior to the notes and the guarantees. As of
July 1, 2004, the notes and the guarantees were subordinated to $189.4 million of senior debt
and $55.0 million was available for borrowing as additional senior debt under our senior credit
facility.

Optional Redemption We may, at our option, redeem some or all of the notes at any time on or after May 15, 2008, at
the redemption prices listed under Description of Notes Optional Redemption.

In addition, at any time prior to May 15, 2007, we may on any one or more occasions redeem up to 35% of the notes with the proceeds of certain
sales of our equity at the redemption price listed under Description of Notes Optional Redemption. We may make the redemption only if, after
the redemption, at least 65% of the aggregate principal amount of the notes issued remains outstanding.

Mandatory Repurchase Offer If we sell certain assets or experience specific kinds of changes of control, we must offer to
repurchase the notes at the prices listed under Description of Notes Repurchase at the Option of
Holders.

Certain Covenants The indenture governing the exchange notes contains covenants limiting our ability and the

ability of our restricted subsidiaries to:

incur more debt;
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pay dividends and make distributions;

make certain investments;
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repurchase stock;

create liens;

enter into transactions with affiliates;

enter into sale lease-back transactions;

merge or consolidate; and

transfer or sell assets.

For more details, see Description of Notes Certain Covenants.

We will not receive any of the proceeds from the sale by any selling securityholder of the
notes.

You should consider carefully all of the information set forth in this prospectus and in
particular, you should evaluate the specific factors under Risk Factors.
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RISK FACTORS

You should carefully consider the risk factors set forth below as well as the other information contained in this prospectus before purchasing the
notes offered pursuant to this prospectus. The risks described below are not the only risks facing us. Any of the following risks could have a
material adverse effect on our business, financial condition and results of operations. Additional risks and uncertainties not currently known to
us or that we currently deem to be immaterial may also have a material adverse effect on our business operations. In such case, you may lose all
or part of your original investment.

Risks Relating to this Exchange Offer

Because there is no public market for the exchange notes, you may not be able to sell your exchange notes.

The exchange notes will be registered under the Securities Act, but will constitute a new issue of securities with no established trading market.
There can be no assurance as to:

the liquidity of any trading market that may develop;

the ability of holders to sell their exchange notes; or

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

The exchange notes will not be listed on any exchange or market. If a trading market were to develop, the exchange notes might trade at higher
or lower prices than their principal amount or purchase price, depending on many factors, including prevailing interest rates, the market for
similar securities and our financial performance.

Any market-making activity in the exchange notes will be subject to the limits imposed by the Securities Act and the Exchange Act. There can
be no assurance that an active trading market will exist for the exchange notes or that any trading market that does develop will be liquid.

In addition, any original note holder who tenders in the exchange offer for the purpose of participating in a distribution of the exchange notes
may be deemed to have received restricted securities and, if so, will be required to comply with the registration and prospectus delivery
requirements of the Securities Act in connection with any resale transaction.

Your original notes will not be accepted for exchange if you fail to follow the exchange offer procedures.
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We will issue exchange notes pursuant to the exchange offer only after a timely receipt of your original notes, a properly completed and duly
executed letter of transmittal and all other required documents. Therefore, if you want to tender your original notes, please allow sufficient time
to ensure timely delivery. If we do not receive your original notes, letter of transmittal and other required documents by the expiration date of the
exchange offer, we will not accept your original notes for exchange. We are under no duty to give notification of defects or irregularities with
respect to the tenders of original notes for exchange. If there are defects or irregularities with respect to your tender of original notes, we may not
accept your original notes for exchange.

If you do not exchange your original notes, your original notes will continue to be subject to the existing transfer restrictions and you may be
unable to sell your outstanding original notes.

We did not register the original notes and do not intend to do so following the exchange offer. Original notes that are not tendered will therefore
continue to be subject to the existing transfer restrictions and may be transferred only in limited circumstances under applicable securities laws.
If you do not exchange your original notes, you will lose your right, except in limited circumstances, to have your original notes registered under
the federal securities laws. As a result, if you hold original notes after the exchange offer, you may be unable to sell your original notes and the
value of the original notes may decline. We have no obligation, except in limited circumstances, and do not currently intend, to file an additional
registration statement to cover the resale of original notes that did not tender in the exchange offer or to re-offer to exchange the exchange notes
for original notes following the expiration of the exchange offer.
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Risks relating to the Notes

Our substantial indebtedness could adversely affect our financial health and prevent us from fulfilling our obligations under the notes.

We have a substantial amount of indebtedness.

Our substantial indebtedness could have important consequences to you. For example, it could:

make it more difficult for us to satisfy our obligations with respect to the notes;

increase our vulnerability to general adverse economic and industry conditions;

require us to dedicate a substantial portion of our cash flow from operations to payments on our indebtedness, thereby reducing the
availability of our cash flow to fund working capital, capital expenditures, research and development efforts and other general
corporate purposes;

limit our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate;

place us at a competitive disadvantage compared with our competitors that have less debt; and

limit our ability to borrow additional funds.

In addition, the indenture and our senior credit facility contain financial and other restrictive covenants that limit our ability to engage in
activities that may be in our long-term best interests. Our failure to comply with those covenants could result in an event of default which, if not
cured or waived, could result in the acceleration of all of our debts.

Despite our current indebtedness levels, we and our subsidiaries may still be able to incur substantially more debt. This could further
exacerbate the risks associated with our substantial leverage.

We and our subsidiaries may be able to incur substantial additional indebtedness in the future. The terms of the indenture will not fully prohibit
us or our subsidiaries from doing so. As of July 1, 2004, our senior credit facility permitted additional borrowings of up to $55.0 million under
that facility, and all of those borrowings would rank senior to the notes and the guarantees. If new debt is added to our subsidiaries current debt
levels, the related risks that we and they now face could intensity.

The indenture for the notes and our senior credit facility restrict our ability and the ability of most of our subsidiaries to take certain actions.
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The senior credit facility and the indenture for the notes, among other things, limit our ability and the ability of our Restricted Subsidiaries, as
defined in Description of Notes to, among other things:

incur more debt;

pay dividends and make distributions;

make certain investments;

redeem or repurchase capital stock;

create liens;

enter into transactions with affiliates;

enter into sale lease-back transactions;

merge or consolidate; and

transfer or sell assets.

Table of Contents

21



Edgar Filing: ITRON INC /WA/ - Form S-4

Table of Conten

Our senior credit facility also contains other customary covenants, including requiring us to meet specified financial ratios and financial tests.
Our ability to borrow under our senior credit facility depends on satisfaction of these covenants. Events beyond our control can affect our ability
to meet those covenants.

Our failure to comply with obligations under the indenture for the notes or the senior credit facility may result in an event of default under the
indenture or the senior credit facility. A default, if not cured or waived, may permit acceleration of our indebtedness. We cannot be certain that
we will have funds available to remedy any such defaults. If our indebtedness is accelerated, we cannot be certain that we will have sufficient
funds available to pay the accelerated indebtedness or that we will have the ability to refinance the accelerated indebtedness on terms favorable
to us or at all.

To service our indebtedness, we require a significant amount of cash. Our ability to generate cash depends on many factors beyond our
control.

Our ability to make payments on and to refinance our indebtedness, including the notes, and to fund planned capital expenditures and research
and development will depend on our ability to generate cash in the future. This is subject to general economic, financial, competitive, legislative,
regulatory and other factors that are beyond our control. We may need to refinance all or a portion of our indebtedness, including the notes, on or
before maturity. We cannot assure you that we will be able to refinance any of our indebtedness, including our senior credit facility and the
notes, on commercially reasonable terms or at all.

Your right to receive payments on the notes is junior to our existing indebtedness and possibly all of our future borrowings. Further, the
guarantees of the notes are junior to all of our guarantors existing indebtedness and possibly to all their future borrowings.

The notes and the guarantees of the notes rank behind all of our and the subsidiary guarantors existing indebtedness (other than trade payables)
and all of our and their future borrowings (other than trade payables), except any future indebtedness that expressly provides that it ranks equal
with, or is subordinated in right of payment to, the notes and the guarantees. As a result, upon any distribution to our creditors or the creditors of
the guarantors in a bankruptcy, liquidation or reorganization or similar proceeding relating to us or the guarantors or our or their property, the
holders of our senior debt and the guarantors will be entitled to be paid in full and in cash before any payment may be made with respect to the
notes or the subsidiary guarantees.

In addition, all payments on the notes and the guarantees will be blocked in the event of a payment default on senior debt and may be blocked
for up to 179 of 360 consecutive days in the event of certain nonpayment defaults on senior debt.

In the event of a bankruptcy, liquidation or reorganization or similar proceeding relating to us or the guarantors, holders of the notes will
participate with trade creditors and all other holders of our and the guarantor subordinated indebtedness in the assets remaining after we and the
subsidiary guarantors have paid all of our senior debt. However, because the indenture requires that amounts otherwise payable to holders of the
notes in a bankruptcy or similar proceeding be paid to holders of senior debt instead, holders of the notes may receive less, ratably, than holders
of trade payables in any such proceeding. In any of these cases, we and the subsidiary guarantors may not have sufficient funds to pay all of our
creditors and holders of notes may receive less, ratably, than the holders of our senior debt.
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As of July 1, 2004, the notes and the subsidiary guarantees were subordinated to $189.4 million of senior debt and $55.0 million was available
for borrowing as additional senior debt under our senior credit facility. We will be permitted to incur substantial additional indebtedness,
including senior debt, in the future under the terms of the indenture.
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Your right to receive payments on the notes could be adversely affected if one or more of our non-guarantor subsidiaries declare bankruptcy,
liquidate or reorganize.

Some but not all of our subsidiaries guarantee the notes. In the event of a bankruptcy, liquidation or reorganization of any of our non-guarantor
subsidiaries, holders of their indebtedness and their trade creditors will generally be entitled to payment of their claims from the assets of those
subsidiaries before any assets are made available for distribution to us.

As of July 1, 2004, the notes were junior to $7.6 million of indebtedness and other liabilities (including trade payables) of our non-guarantor
subsidiaries. There are no direct borrowings available to those subsidiaries under our senior credit facility. Our non-guarantor subsidiaries
generated 4% of our consolidated revenues in the six months ended June 30, 2004 and held 8% of our consolidated assets as of June 30, 2004.

We may not have the ability to raise the funds necessary to finance the change of control offer that may be required by the indenture.

Upon the occurrence of certain specific kinds of change of control events, we will be required to offer to repurchase all outstanding notes at

101% of the principal amount thereof plus accrued and unpaid interest and liquidated damages, if any, to the date of repurchase. However, it is
possible that we will not have sufficient funds at the time of the change of control to make the required repurchase of notes or that restrictions in
our senior credit facility will not allow such repurchases. In addition, certain important corporate events, such as leveraged recapitalizations that
would increase the level of our indebtedness, would not constitute a change of control under the indenture. See Description of Notes Repurchase
at the Option of Holders.

Federal and state statutes allow courts, under specific circumstances, to void guarantees and require note holders to return payments
received from guarantors.

Under the federal bankruptcy law and comparable provisions of state fraudulent transfer laws, a guarantee could be voided, or claims in respect
of a guarantee could be subordinated to all other debts of that guarantor if, among other things, the guarantor, at the time it incurred the
indebtedness evidenced by its guarantee:

received less than reasonably equivalent value or fair consideration for the incurrence of such guarantee; and

was insolvent or rendered insolvent by reason of such incurrence; or

was engaged in a business or transaction for which the guarantor s remaining assets constituted unreasonably small capital; or

intended to incur, or believed that it would incur, debts beyond its ability to pay such debts as they mature.

In addition, any payment by that guarantor pursuant to its guarantee could be voided and required to be returned to the guarantor, or to a fund for
the benefit of the creditors of the guarantor.
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The measures of insolvency for purposes of these fraudulent transfer laws will vary depending on the law applied in any proceeding to determine
whether a fraudulent transfer has occurred. Generally, however, a guarantor would be considered insolvent if:

the sum of its debts, including contingent liabilities, was greater than the fair saleable value all of its assets; or

if the present fair saleable value of its assets was less than the amount that would be required to pay its probable liability on its existing
debts, including contingent liabilities, as they become absolute and mature; or

it could not pay its debts as they become due.
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Risks Relating to Our Business

We are dependent on the utility industry, which has experienced volatility.

We derive substantially all of our revenues from sales of products and services to the utility industry. Purchases of our products may be deferred
as a result of many factors including mergers and acquisitions, regulatory decisions, weather conditions, rising interest rates and general
economic downturns. We have experienced and may in the future experience variability in operating results, on both an annual and a quarterly
basis as a result of these factors.

Sales cycles with customers in the utility industry, both domestic and foreign, are generally long and unpredictable due to customers budgeting,
purchasing and regulatory processes that can take up to several years to complete. Our utility customers typically issue requests for quotes and
proposals, establish evaluation committees, review different technical options with vendors, analyze performance and cost/benefit justifications
and perform a regulatory review, in addition to applying the normal budget approval process within a utility.

Our quarterly results may fluctuate substantially.

While Itron was profitable in fiscal years 2001, 2002 and 2003, we have experienced operating losses in some quarters during those periods and
in prior periods. We may be unable to maintain consistent profitability on a quarterly or annual basis. We have experienced variability of
quarterly results and believe our quarterly results will continue to fluctuate as a result of size and timing of significant customer orders,
acquisitions, including IPR&D and intangible amortization expenses, legal activity, estimates for warranty, restructuring charges, Federal
Communications Commission, or FCC, or other governmental actions, the gain or loss of significant customers, timing and levels of new
product developments, shifts in product or sales channel mix, increased competition and pricing pressure, and general economic conditions
affecting enterprise spending for the energy industry.

A significant portion of our revenues are generated from a limited number of customers.

Historically, our revenues have been concentrated with a limited number of customers which change over time. From time to time, we are
dependent on large, multi-year contracts that are subject to cancellation or rescheduling by our customers. Cancellation or postponement of one
or more of these significant contracts could have a material adverse effect on us. For example, in 2003, we had a large electric utility reschedule
approximately $8 million of shipments booked for 2003 to 2004 due to the utility s need to divert capital spending in order to rebuild critical
infrastructure as a result of damage caused by extreme, unplanned weather conditions. In addition, if a large customer contract is not replaced
upon its expiration with a new large contract, our business could be negatively affected.

Our acquisitions of and investments in third parties carry risks.

Acquisitions and investments, including our acquisition of IEM, involve numerous risks such as the diversion of senior management s attention,
unsuccessful integration of the acquired entity s personnel, operations, technologies and products, lack of market acceptance of new services and
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technologies, or a shift in industry dynamics that negatively impacts the forecasted demand for the new products. Impairment of an investment
or goodwill and intangible assets may result if these risks materialize. These risks are inherent in our acquisition of IEM, which is our largest
acquisition to date. There can be no assurances that an acquired business, including IEM, will perform as expected or generate significant
revenues or profits. In addition, acquisitions may involve the assumption of obligations or significant one-time write-offs. For example, in the
fourth quarter of 2003, we incurred pre-tax charges totaling $2.4 million for the write-off of a minority investment in one company and the
impairment of our minority investment in another company due to changes in the business conditions of those companies. In order to finance
any future acquisitions, we may need to raise additional funds through public or private financings.
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Itron and IEM have no combined operating history, and there can be no assurance that we will be able to successfully integrate IEM s
operations with those of Itron.

Prior to our acquisition of IEM, IEM has been operated independently of Itron, and there can be no assurance that we will be able to integrate the
operations of IEM successfully or to institute the necessary systems and procedures, including accounting and financial reporting systems, to
manage the combined enterprise on a profitable basis. There can be no assurance that our management group will be able to manage the
combined entity effectively or to implement successfully our acquisition and internal growth operating strategies. Our inability to integrate [EM
successfully could have a material adverse effect on our business, financial condition and results of operations.

We depend on our ability to develop new products.

We have made, and expect to continue to make, substantial investments in technology development. Our future success will depend, in part, on
our ability to continue to design and manufacture new competitive products and to enhance and sustain our existing products. This product
development will require continued investment in order to maintain our market position. We may experience unforeseen problems in the
development or performance of our technologies or products. In addition, we may not meet our product development schedules. Finally, we may
not achieve market acceptance of our new products and solutions.

We are facing increasing competition.

We face competitive pressures from a variety of companies in each of the markets we serve. Some of our present and potential future
competitors have or may have substantially greater financial, marketing, technical or manufacturing resources, and in some cases, greater name
recognition and experience than we have. Some competitors may enter markets we serve and sell products at low prices in order to obtain market
share. Our competitors may be able to respond more quickly to new or emerging technologies and changes in customer requirements. They may
also be able to devote greater resources to the development, promotion and sale of their products and services than we can. Current and potential
competitors may make strategic acquisitions or establish cooperative relationships among themselves or with third parties that enhance their
ability to address the needs of our prospective customers. It is possible that new competitors or alliances among current and new competitors
may emerge and rapidly gain significant market share. In connection with this Acquisition, in order to obtain Federal Trade Commission (FTC)
clearance, we were required by the FTC to license certain of our existing electric meter module and other AMR technology to a competing third
party. As such, we entered into a licensing agreement with Hunt Technologies (Hunt) in Pequot Lakes, Minnesota, which became effective July
1, 2004, upon closing of the IEM acquisition. The license agreement includes some of our electric meter module and certain other technology.
We cannot be certain that this agreement will not materially impact our future sales growth at some point. Other companies may also produce
products that are equal or superior to our products, which could reduce our market share, reduce our overall sales, and require us to invest
additional funds in new technology development. If we cannot compete successfully against current or future competitors, this will have a
material adverse effect on our business, financial condition, results of operations and cash flow.

We are affected by availability and regulation of radio spectrum.

A significant number of our products use radio spectrum and in the United States are subject to regulation by the FCC. Licenses for radio
frequencies must be obtained and periodically renewed. Licenses granted to us or our customers may not be renewed on acceptable terms, if at
all. The FCC may adopt changes to the rules for our licensed and unlicensed frequency bands that are incompatible with our business. In the
past, the FCC has adopted changes to the requirements for equipment using radio spectrum, and it is possible that the FCC or Congress will
adopt additional changes.
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We have committed, and will continue to commit, significant resources to the development of products that use particular radio frequencies.
Action by the FCC could require modifications to our products. If we are unable
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to modify our products to meet such requirements, we could experience delays in completing such modifications, or the cost of such
modifications could have a material adverse effect on our future financial condition and results of operations.

Our radio-based products currently employ both licensed and unlicensed radio frequencies. There must be sufficient radio spectrum allocated by
the FCC for our intended uses. As to the licensed frequencies, there is some risk that there may be insufficient available frequencies in some
markets to sustain our planned operations. The unlicensed frequencies are available for a wide variety of uses and are not entitled to protection
from interference by other users. The unlicensed frequencies are also frequently the subject of proposals to the FCC requesting a change in the
rules under which such frequencies may be used. If the unlicensed frequencies become unacceptably crowded or restrictive or subject to changed
rules governing their use, and no additional frequencies are allocated, our business could be materially adversely affected.

We are also subject to regulatory requirements in international markets that vary by country. To the extent we wish to introduce products
designed for use in the United States or another country into a new market, such products may require significant modification or redesign in
order to meet frequency requirements and power specifications. Further, in some countries, limitations on frequency availability or the cost of
making necessary modifications may preclude us from selling our products in those countries.

We may face liability associated with the use of products for which patent ownership or other intellectual property rights are claimed.

We may be subject to claims or inquiries regarding alleged unauthorized use of a third party s intellectual property. An adverse outcome in any
intellectual property litigation could subject us to significant liabilities to third parties, require us to license technology or other intellectual
property rights from others, require us to comply with injunctions to cease marketing or using certain products or brands, or require us to
redesign, reengineer, or rebrand certain products or packaging, any of which could affect our business, financial condition and results of
operations. If we are required to seek licenses under patents or other intellectual property rights of others, we may not be able to acquire these
licenses on acceptable terms, if at all. In addition, the cost of responding to an intellectual property infringement claim, in terms of legal fees and
expenses and the diversion of management resources, whether or not the claim is valid, could have a material adverse effect on our business,
financial condition and results of operations.

If our products infringe the intellectual property rights of others, we may be required to indemnify our customers for any damages they suffer.
We generally indemnify our customers with respect to infringement by our products of the proprietary rights of third parties. Third parties my
assert infringement claims against our customers. These claims may require us to initiate or defend protracted and costly litigation on behalf of
our customers, regardless of the merits of these claims. If any of these claims succeed, we may be forced to pay damages on behalf of our
customers or may be required to obtain licenses for the products they use. If we cannot obtain all necessary licenses on commercially reasonable
terms, our customers may be forced to stop using our products.

We may be unable to adequately protect our intellectual property.

While we believe that our patents, trademarks and other intellectual property have significant value, it is uncertain that this intellectual property,
or any intellectual property acquired or developed by us in the future, will provide meaningful competitive advantages. There can be no
assurance that our patents or pending applications will not be challenged, invalidated or circumvented by competitors or that rights granted
thereunder will provide meaningful proprietary protection. Moreover, competitors may infringe our patents or successfully avoid them through
design innovation. To combat infringement or unauthorized use, we may need to commence litigation, which can be expensive and
time-consuming. In addition, in an infringement proceeding a court may decide that a patent or other intellectual property right of ours is not
valid or is unenforceable, or may refuse to
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stop the other party from using the technology or other intellectual property right at issue on the ground that it is non-infringing. Policing
unauthorized use of our intellectual property is difficult and expensive, and we cannot assure you that we will be able to, or have the resources
to, prevent misappropriation of our proprietary rights, particularly in countries where the laws may not protect such rights as fully as do the laws
of the United States.

We may face warranty exposure that exceeds our reserves.

We provide product warranties for varying lengths of time. In anticipation of such expenses, we establish allowances for the estimated liability
associated with product warranties and product-failure related costs. However, these warranty and related product-failure costs allowances may
be inadequate, and we may incur additional warranty and related expenses in the future with respect to new or established products. For
example, in the fourth quarter of 2003, we made an $8.6 million adjustment to a previous warranty estimate for a specific product that resulted
from a defective component provided by a supplier.

Our key manufacturing facilities are concentrated.

A substantial portion of our revenues are derived from the sale of electricity meters, which we manufacture in our facility in Oconee, South
Carolina, and from the sale of AMR meter modules, which we manufacture in our facility in Waseca, Minnesota. In the event of a significant
interruption in production at either of our manufacturing facilities, considerable time and effort could be required to establish alternative
production lines, which would have a material adverse effect on our business, financial condition and results of operation.

A number of key personnel are critical to the success of our business.

Our success depends in large part on the efforts of our highly qualified technical and management personnel in all disciplines. The loss of one or
more of these personnel and the inability to attract and retain qualified replacements could have a material adverse effect on our business.

We depend on certain key vendors.

Certain of our products, subassemblies and system components are procured from limited sources. Our reliance on such limited sources involves
certain risks, including the possibility of shortages and reduced control over delivery schedules, manufacturing capability, quality and costs. In
addition, we depend on one contract manufacturing vendor for a large portion of our low-volume manufacturing business and all of our repair
services for our domestic handheld meter reading units. If that vendor should become unable to perform its responsibilities, our operations could
be materially disrupted.

We are subject to international business uncertainties.

Table of Contents 32



Edgar Filing: ITRON INC /WA/ - Form S-4

We conduct operations outside the United States. We will face increased exposure to risks related to international business operations with the
Acquisition as we expand our international business operations to include operations in Taiwan, Mexico and France. International sales and
operations may be subject to risks such as the imposition of government controls, political instability, restrictions on the import or export of
critical technology, currency exchange rate fluctuations, adverse tax burdens, availability of qualified third-party financing, generally longer
collection periods, trade restrictions, changes in tariffs, difficulties in staffing and managing international operations, potential insolvency of
international dealers, burdens of complying with different permitting standards and a wide variety of foreign laws, and obstacles to the
repatriation of earnings and cash. Fluctuations in the value of the U.S. dollar impact our ability to compete with international competitors.
International expansion and market acceptance depend on our ability to modify our technology to take into account such factors as the applicable
regulatory and business environment, labor costs and other economic conditions. In addition, the laws of certain countries do not protect our
products or technology to the same extent as do the laws of the United States. There can be no assurance that these factors will not have a
material adverse effect on our future international sales and, consequently, on our business, financial condition, and results of operations.
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We are subject to regulatory compliance.

We are subject to various governmental regulations related to occupational safety and health, labor, and wage practices as well as regulations
regarding the performance of certain engineering services. Failure to comply with current or future regulations could result in the imposition of
substantial fines, suspension of production, alteration of our production processes, cessation of operations, or other actions, which could
materially and adversely affect our business, financial condition and results of operations.

We may incur liability arising from the use of hazardous materials.

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

Additionally, with respect to our Oconee, South Carolina facility, certain environmental remedial activities are required pursuant to a consent
agreement between SchlumbergerSema, Inc and the South Carolina Department of Health and Environmental Control. The consent agreement
requires SchlumbergerSema to investigate and remediate groundwater contamination and all releases of any hazardous waste or hazardous
constituents that present an actual or potential threat to human health and the environment. Under the terms of the Acquisition, Schlumberger
Technology Corporation (STC), a wholly owned subsidiary of Schlumberger, agreed to complete all remedial obligations associated with the
consent agreement. Further, STC agreed to indemnify us for all costs incurred as a result of any releases and generation or transportation of
hazardous materials prior to the Acquisition. Although we expect STC to comply with the terms of the consent agreement and the Acquisition,
there is a risk that such remediation will interfere with our future use of the Oconee property or that, if STC did not comply, the remediation
responsibility would transfer to us. For further discussion of the Acquisition and the related environmental indemnities, see The Acquisition.

FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements concerning our operations, economic performance, revenues, earnings, cost reductions

programs and other items. These statements are subject to a number of risks and uncertainties, many of which are beyond our control. All

statements other than statements of historical facts included in this prospectus, including the statements under Prospectus Summary,  Business

and elsewhere regarding our strategy, future operations, financial position, estimated revenues, projected costs, projections, prospects, plans and

objectives of management, are forward-looking statements. When used in this prospectus, the words will,  believe, anticipate, intend, estimate,
expect, project and similar expressions are intended to identify forward-looking statements, although not all forward-looking statements contain

such identifying words. All forward-looking statements speak only as of the date of this prospectus. Neither we nor the
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guarantors of the notes nor the initial purchaser undertakes any obligation to update or revise publicly any forward-looking statements, whether
as a result of new information, future events or otherwise. Although we believe that our plans, intentions and expectations reflected in or
suggested by the forward-looking statements we make in this prospectus are reasonable, we can give no assurance that such plans, intentions or
expectations will be achieved.

You should read carefully the factors described in the section entitled Risk Factors of this prospectus for a description of certain risks that could,
among other things, cause actual results to differ from these forward-looking statements.

PRIVATE PLACEMENT

We issued $125 million in principal amount of the original notes dated as of May 10, 2004 to the initial purchaser of those notes and received
proceeds that after deducting the discount, expenses and commissions represented an aggregate of $124.1 million in net proceeds. We issued the
original notes to the initial purchaser in a transaction exempt from or not subject to registration under the Securities Act. The initial purchaser
then offered and resold the original notes to qualified institutional buyers in compliance with Rule 144A or non-U.S. persons in compliance with
Regulation S under the Securities Act.

USE OF PROCEEDS

We are making the exchange offer to satisfy our obligations under the original notes, the indenture and the registration rights agreement. We will
not receive any cash proceeds from the exchange offer. In consideration of issuing the exchange notes in the exchange offer, we will receive an
equal principal amount of original notes. Any original notes that are properly tendered and accepted in the exchange offer will be canceled.
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RATIOS OF EARNINGS TO FIXED CHARGES

The following table presents our ratio of earnings to fixed charges for years indicated.

June 30, Year Ended December 31,
2004 2003 2002 2001 2000 1999
Ratios:
Earnings to fixed charges 1.0 4.4 5.7 4.6 22
Deficit of earnings to fixed charges (in thousands) n/a n/a n/a n/a n/a (94,036)

For purposes of computing the ratio of earnings to fixed charges, earnings consist of earnings from continuing operations before income taxes
plus fixed charges. Fixed charges consist of interest expense, amortization of debt issuance cost and the portion of rental expense that
management believes is representative of the interest component of rental expense.
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CAPITALIZATION

The following table presents our consolidated cash and cash equivalents, restricted cash and capitalization at June 30, 2004 and July 1, 2004. (5)

As of June 30, As of July 1,
2004 2004
(Unaudited)
(in thousands)
Cash and cash equivalents $ 2227 $ 5,391
Restricted cash 128,310
$ 130,537 $ 5,391

Existing credit facility
Revolving credit facility (1) $ 21,000 $
Term loan 29,167
New senior credit facility
Revolving credit facility (2)
Term loan (3) 185,000
Total senior debt 50,167 185,000
Senior subordinated notes 124,093 124,093
Other debt (4) 4,400 4,400
Total debt $ 178,660 $ 313,493
Total shareholders equity $ 182,189 $ 182,189
Total capitalization $ 360,849 $ 495,682

At June 30, 2004, there were letters of credit outstanding under the revolving credit facility of $23.0 million, providing $11.0 million of

The revolving credit facility will provide for borrowings of up to $55.0 million. At July 1, 2004 there were no amounts outstanding under
the revolving credit facility, and there were outstanding letters of credit of approximately $23.0 million, leaving $32.0 million available for

On July 1, 2004, the new senior credit facility term loan replaced the existing credit facility term loan. At July 1, 2004, $185.0 million was
outstanding under the new senior credit facility term loan, with no amounts remaining under the existing credit facility.
Represents outsourcing project financing debt and capital leases.

ey
additional borrowings.
@
additional borrowings thereunder.
3)
“
&)

The July 1, 2004 presentation is being shown to reflect the acquisition of [EM.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL INFORMATION

The following selected historical consolidated financial information as of and for each of the five years in the period ended December 31, 2003
are derived from our audited consolidated financial statements. The selected historical consolidated financial information as of and for each of
the six month ended June 30, 2004 and 2003 are derived from our unaudited consolidated financial statements. The unaudited consolidated
financial statements include all adjustments, consisting of normal recurring accruals, which we consider necessary for a fair presentation of our
financial position and the results of operations for these periods. Operating results for the six month period ended June 30, 2004 are not
necessarily indicative of the results that may be expected for the entire year ending December 31, 2004 or for any other future period. This
financial information should be read in conjunction with the financial information included in the documents incorporated by reference into this
prospectus, including the financial statements and the related notes included in our current report on Form 8-K filed on August 31, 2004 and
Item 6 of our annual report on Form 10-K for the year ended December 31, 2003 and our quarterly reports on Form 10-Q for the six month
periods ended June 30, 2004 and 2003, respectively.

Six Months Ended
June 30, Year Ended December 31,
2004 2003 2003 2002 2001 2000 1999
(in thousands, except per share data)

Statements of Operations Data
Revenues
Sales $ 123,031 $ 133,858 $ 273,783 $ 241,158 $ 183,425 $ 141,899 $ 147,128
Service 22,213 21,051 43,182 43,684 42,130 38,042 46,284
Total revenues 145,244 154,909 316,965 284,842 225,555 179,941 193,412
Cost of revenues 79,114 78,693 173,411 152,573 127,696 109,092 202,640
Gross profit (loss) 66,130 76,216 143,554 132,269 97,859 70,849 (9,228)
Operating expenses
Sales and marketing 19,926 20,289 36,673 30,603 24,952 19,902 24,536
Product development 20,776 20,933 43,017 36,780 30,000 21,331 26,764
General and administrative 15,278 13,877 28,944 26,653 16,780 18,389 14,205
Amortization of intangibles 4,054 4,653 9,618 2,356 1,486 1,762 1,986
Restructurings 2,434 2,208 2,208 3,135 (1,219) (185) 16,686
In-process research and development 900 900 7,200
Litigation accrual 500 7,400
Total operating expenses 62,468 62,860 121,860 114,127 71,999 61,199 84,177
Operating income (loss) 3,662 13,356 21,694 18,142 25,860 9,650 (93,405)
Other income (expense)
Equity in affiliates 52 79 126 (616) 1,069 (600)
Interest income 128 197 159 1,187 1,410 1,110
Interest expense (3,015) (1,385) (2,638) (2,061) (5,112) (5,313) (6,585)
Other income (expense), net (735) (36) (1,395) 1,465 (176) 2,022 5,954
Total other income (expense) (3,622) 1,172) (3,795) 717 (4,494) (1,112) (1,231)
Income (loss) before income taxes and cumulative
effect of change in accounting principle 40 12,184 17,899 18,859 21,366 8,538 (94,636)
Income tax (provision) benefit 40 (5,095) (7,421) (10,176) (7,916) (3,270) 26,040

80 7,089 10,478 8,683 13,450 5,268 (68,596)
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Net income (loss) before cumulative effect of change in

accounting principle

Cumulative effect of change in accounting principle,

net of income taxes of $1,581 (2,562)

Net income (loss) $ 80 $ 7,089 $ 10478 $ 8,683 $ 13,450 $ 2706 $ (68,596)

Earnings Per Share

Basic

Income (loss) before cumulative effect $ 0.00 $ 0.35 $ 0.51 $ 0.45 $ 0.86 $ 0.35 $ “.62)
Cumulative effect 0.17)

Basic net income (loss) per share $ 0.00 $ 035 $ 051 $ 045 $ 0386 $ 0.8 $ 462
Diluted

Income (loss) before cumulative effect $ 0.00 $ 033 $ 048 $ 041 $ 075 $ 034 $  (4.62)
Cumulative effect 0.17)

Diluted net income (loss) per share $ 0.00 $ 0.33 $ 0.48 $ 0.41 $ 0.75 $ 0.18 $ “.62)

Weighted average number of shares outstanding

Basic 20,750 20,306 20,413 19,262 15,639 15,180 14,851
Diluted 21,987 21,603 21,740 21,380 18,834 15,385 14,851
Balance Sheet Data

Working capital $ 2,006 $ 15,225 $ (1,846) $ 51,036 $ 66,646 $ 45,340 $ 44,261
Total assets 424,855 296,253 303,489 247,246 202,691 177,231 192,079
Total debt 178,660 50,955 52,269 5,453 64,484 65,446 74,998
Shareholders equity 182,189 172,467 177,244 161,601 76,052 52,092 47,526
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THE EXCHANGE OFFER

Purpose of the Exchange Offer

In connection with the sale of the original notes, we entered into a registration rights agreement with the initial purchaser of the original notes. In
that agreement, we agreed to file a registration statement relating to an offer to exchange the original notes for the exchange notes. We also
agreed to use our best efforts to have the SEC declare that registration statement effective by November 6, 2004. We are offering the exchange
notes under this prospectus in an exchange offer for the original notes to satisfy our obligations under the registration rights agreement. We refer
to our offer to exchange the exchange notes for the original notes as the exchange offer.

Resale of Exchange Notes

Based on interpretations of the SEC staff in no-action letters issued to third parties, we believe that each exchange note issued in the exchange
offer may be offered for resale, resold and otherwise transferred by you without compliance with the registration and prospectus delivery
requirements of the Securities Act if:

you are not our affiliate within the meaning of Rule 405 under the Securities Act;

you acquire such exchange notes in the ordinary course of y