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PART | — Financial Information

Item 1. Consolidated Financial Statements

The condensed consolidated financial statemenbsdad herein have been prepared by the Companiyoutiiudit, pursuant to the rules and
regulations of the Securities and Exchange Comomis$&ertain information and footnote disclosuresmadly included in financial statements prepared in
accordance with accounting principles generallyeated in the United States have been condensenlitied pursuant to such rules and regulations,
although the Company believes that the disclosaresdequate to make the information presentechisi¢ading. These condensed consolidated financial
statements should be read in conjunction with tiresolidated financial statements and the notegtbéncluded in the Company’s latest annual report
Form 10-K.

In the opinion of management of the Company, theseidited statements contain all adjustments (sbngionly of normal recurring adjustments)
necessary to present fairly the financial positr@sults of operations, and cash flows of Maxweltfinologies, Inc. for all periods presented.

The results reported in these condensed consdiidiatzncial statements should not be regarded esssarily indicative of results that may be
expected for any subsequent period or for theegsar.



MAXWELL TECHNOLOGIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except per share data)

June 30, December 31
2004 2003
(unaudited)
ASSETS

Current asset:
Cash and cash equivalel $ 6,847 $ 9,78/
Shor-term investment 2,21% 2,45k
Trade and other accounts receivable, 6,95¢ 5,93¢
Inventories (Note 3 8,271 7,30¢
Prepaid expenses and other current a 96& 1,14:
Total current asse 25,25¢ 26,627
Property, plant and equipment, | 10,62¢ 10,76¢
Other intangible assets, r 1,87¢ 2,00z
Goodwill 19,16 19,47¢
Prepaid pension ass 4,00¢ 3,962
Other nor-currrent asset — 17t

$ 60,93 $ 63,01

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:

Accounts payable and accrued liabilit $ 6,411 $ 7,65C

Accrued warranty (Note & 1,31¢ 1,262

Customer deposit 41¢ 59¢

Accrued employee compensati 1,84« 1,65:

Shor-term borrowings and current portion of l--term debt (Note 8 1,761 1,851

Deferred tax liability— current portior 401 33¢

Net liabilities of discontinued operations (Note 1,177 1,49¢

Total current liabilities 13,32¢ 14,84¢

Deferred tax liability- long-term portion 473 473
Long-term debt, excluding current portir 727 —

Commitments and contingencies (Notes 5, 7, anc
Stockholder' equity:
Common stock, $0.10 par value per share, 40,00@stzuthorized; 14,453 and 14,339 shares issuedwsthnding

at June 30, 2004 and December 31, 2003, respsc 1,44t 1,43¢
Additional paic-in capital 114,05« 113,22:
Accumulated defici (71,890 (70,310
Accumulated other comprehensive inco 2,79t 3,347
Total stockholder' equity 46,40 47,69:

$ 60,93 $ 63,01

See accompanying notes to condensed consolidatzacfal statements.



MAXWELL TECHNOLOGIES, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPER ATIONS

Net revenues
Products
License Fee

Total net revenue
Cost of sale:

Gross profit
Operating expenses (incom
Selling, general and administrati
Research and developme
Amortization of other intangible
Gain on sale of busine

Total operating expens:
Loss from operation
Interest income, ne
Other (expense) income, r

Loss from continuing operations before income te
Income tax provision (benefi

Loss from continuing operatiol
Discontinued operations (Note !
Income (loss) from discontinued operations, neag

Net loss

Net loss per common shée- basic and dilutec
Loss from continuing operatiol
Income (loss) from discontinued operations, neag

Net loss per common she

(in thousands, except per share data)

Shares used in computing net loss per common - basic and dilute

See accompanying notes to condensed consolidatzucfal statements.

Three Months Ended

Six Months Ended

June 30, June 30,

2004 2003 2004 2003
$ 7,13¢  $ 7,91F $16,00¢ $15,74¢
— — 1,00( —
7,13¢ 7,91% 17,00¢ 15,74¢
5,27¢ 6,827 12,19( 14,06(
1,861 1,08¢ 4,81¢ 1,68¢
1,79¢ 2,93¢ 4,561 6,00¢
1,392 1,55(C 2,61C 2,83¢
19 19 38 38

— (235) — (465
3,20¢ 4,26¢ 7,20¢ 8,41:
(1,349 (3,180 (2,390 (6,729
10 4 62 28

6 (19 25 21
(1,326 (3,195 (2,309  (6,67F
64 13 64 19
(1,397 (3,20 (2,367 (6,699
397 (231) 787 (1,100
$ (995 $(3.439 $(1,580) $(7,800
$ (010 $ (029 $ (0.1 $ (0.49
0.02 (0.02) 0.0t (0.06)
$ (0.07) $ (0.2 $ (0.11) $ (0.57)
14,458 13,77¢  14,41¢  13,75¢




MAXWELL TECHNOLOGIES, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH
(in thousands)

Cash flows from operating activitie
Loss from continuing operatiol
Adjustments to reconcile loss from continuing ofierss to net
cash used in operating activitie
Depreciation and amortizatic
Gain on sales of property and equipm
Gain on sales of business
Provision for losses on accounts receive
Other nor-cash item:
Changes in assets and liabiliti
Trade and other accounts receive
Inventories
Prepaid expenses and other as
Deferred income taxe
Accounts payable and accrued liabilit
Customer deposit
Accrued employee compensati

Net cash used in operating activit

Cash flows from investing activitie
Proceeds from sale of busines
Acquisition of property, plant and equipme
Proceeds from sale of property and equipn
Proceeds from sale of sh-term investment
Purchases of shterm investment

Net cash (used in) provided by investing activi

Cash flows from financing activitie
Principal payments on lo-term debt and shc¢-term borrowings
Proceeds from lor-term and sho-term borrowings
Proceeds from exercise of stock opti

Net cash provided by financing activiti

Decrease in cash and cash equivalents from congraperation:
Net cash provided by (used in) discontinued opana
Effect of exchange rate changes on cash and casvagents

Decrease in cash and cash equival
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe
Supplemental disclosures of cash flow informat
Cash paid for intere:
Cash paid for income tax

See accompanying notes to condensed consolidatzucfal statements.

FLOWS

Six Months Ended

June 30,

2004 2003
$(2,367)  $(6,699)
1,66¢ 1,941
(82) (26)
— (43%)
34 24¢
— 172
(1,05¢6) 2,28¢
(994) 45¢
722 (681)
62 13
(1,22¢) (3,147)
(180 3,30¢
191 32z
(3,237) (2,23¢)
— 49€
(1,779 (1,099

17 —
37¢€ 4,38¢
(151) (2,490
(1,53() 1,301
(921) (520)
1,47: 692
844 18¢
1,39¢ 35¢E
(3,36¢) (582)
47¢C (1,060)
(42) 36
(2,937) (1,606)
9,78¢ 3,54¢
$ 6,847 $1,93¢
$ 15 $ 4

$ — $ —



MAXWELL TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

NOTE 1 — DESCRIPTION OF BUSINESS

Maxwell is a leading developer and manufacturenobvative, cost-effective energy storage and paledivery solutions. Our BOOSTCAP
ultracapacitor cells and multi-cell modules and PERCACHE® backup power systems provide safe and reliable psalations for applications in
consumer and industrial electronics, transportaaiot telecommunications. Our CONDi&igh-voltage grading and coupling capacitors helprisure the
safety and reliability of electric utility infrastcture and other applications involving transpdidtribution and measurement of high-voltage eleatr
energy. Our radiation-mitigated microelectronicgwots include power modules, memory modules arglesimoard computers that incorporate powerful
commercial silicon for superior performance anchhigliability in aerospace applications. For mar®imation, please visit our website:
www.maxwell.com.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentatio

The condensed consolidated financial statementsdadhe accounts of Maxwell Technologies, Inc. asgubsidiaries. All significant intercompany
transactions and account balances are eliminateanisolidation.

In the opinion of management of the Company, tle®apanying unaudited condensed consolidated fiahatatements contain all adjustments
(consisting only of normal recurring adjustmentsg@ssary to present fairly the financial positi@sults of operations, and cash flows of Maxwell
Technologies, Inc. for all periods presented. Twuilts reported in these condensed consolidataddial statements should not be regarded as neitgssa
indicative of results that may be expected for smysequent period or for the entire year. Thesdauwsed consolidated financial statements shoutddud
in conjunction with the consolidated financial staents and the notes thereto included in the Coypéatest annual report on Form 10-K. Certain
information and footnote disclosures normally imtgd in the annual financial statements prepareadtéordance with accounting principles generally
accepted in the United States have been condenseditbed.

The Company'’s defense contracting business, whahseld in March 2001, and its PurePulse busingsish was discontinued in September 2002,
each of which was previously reported as a sepasggment, have been classified as discontinuechtipes in the accompanying consolidated financial
statements (Note 5). Our Winding Equipment segmehich was sold in December 2003, and which wasrdEd as continuing operations through the
quarter of fiscal year 2004, has now been reciassis discontinued operations. During the secardtgr of 2004, we concluded our continuing
involvement in the Winding Equipment business, wiita shipment of the final Metar product orders ed/by Maxwell. Based on the Statement of
Financial Accounting Standard (“SFAS”) No. 144, ‘teunting for the Impairment or Disposal of Long-ed/Assets”, the results of operations related to
the work in progress of our Winding Equipment besmshould be classified as “Discontinued Opersationthe accompanying financial statements.
Accordingly, we have reclassified the results oéigpions of this business to reflect this deteritidma As a result of the reclassification of thentiing
Equipment business, management has determinethth&®ompany is operating as a single segment.

The preparation of the financial statements in aonfty with accounting principles generally accepiie the United States of America (U.S. GAAP)
requires management to make estimates and assus hiat affect reported amounts and related discdss Estimates have been prepared on the basis of
the most current information available. These estié® include assessing the collectability of actoereivable, the usage and recoverability ofibeees
and long-lived assets, and the incurrence of logsegarranty costs and vacant leased facilitiesehse fee revenue is recognized when the perfornanc
requirements have been met, the fee is fixed @rdebable, and collection of fees is probable. Veeehnet deferred tax assets before our valuation
allowance, which are still available for us to urs¢he future to offset taxable income. The marketshe Company’s products are extremely competiti
and are characterized by rapid technological chamg@ product development, product obsolescencewol¢ing industry standards. In addition, price
competition is intense and significant price ernggenerally occurs over the life of a product. Wikpect to vacant leased facilities, commercill estate
markets have been depressed due to continued pooomic conditions and spending reductions by lassies and government agencies. As a result of
these and other factors, actual results coulddiften the estimates used by management.
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Certain prior period amounts have been reclassifiembnform to the current period presentation. Toeenpany’s fiscal quarters end on the last day of
the calendar month on March 31, June 30, Septe8theand December 31.

Computation of Net Loss per Common Share

Basic loss per common share is calculated usingvéighted average number of common shares outstgnDiluted loss per share is calculated on
the basis of the weighted average number of conshares outstanding plus the dilutive effect of muiding stock options of the Company, assuming thei
exercise using the “treasury stock” method. Thiofahg table sets forth the computation of basid dituted loss per share (in thousands, excepsipare
amounts):

Three Months Ended Six Months Ended
June 30, June 30,
2004 2003 2004 2003
Numeratol
Basic:
Loss from continuing operatiol $(1,392) $(3,20¢ $(2,367) $(6,699)
Income (loss) from discontinued operatic 397 (231) 787 (2,106
Net Loss $ (995 $(3,439 $(1,580) $(7,800)
Denominatol
Basic:
Weighted average shares outstanc 14,45¢ 13,77¢ 14,41¢ 13,75¢
Diluted:
Effect of dilutive securities
Common stock option — — — —
Total weighted average common and potential comshamnes outstandir 14,45¢ 13,77« 14,41¢ 13,75¢
Basic and diluted net loss per common sh
Loss from continuing operatiol $ (010 $ (0.2 $ (0.1¢9 $ (0.49
Income (loss) from discontinued operatic 0.0z (0.02) 0.0t (0.0¢)
Basic and diluted net loss per common sl $ (0.0 $ (0.2 $ (0.11) $ (0.57%)

For the three and six-month periods ended Jun2@®B} and 2003, common stock options to purchasé1348 and 975,498 shares for 2004, and
49,808 and 56,462 shares for 2003, respectivelye wet included in the calculation of diluted netd per share, as their effect would have beediktive.

Stock Option Plans

The Company has adopted the disclosure only panssdf Statement No. 123 of the Financial Accounftandards Board (“FASB”Accounting
for Stocl-Based CompensatiqfiStatement No. 123") as amended by SFAS No. 28punting for Stock Based Compensation — Tramsitand
Disclosure. In accordance with the provisions of Statement N8, the Company applies Accounting Principlea@dOpinion No. 25 and related
interpretations in accounting for its stock optjmans, and accordingly, no compensation expensed®s recognized for stock options granted in the
quarter ended June 30, 2004. In the quarter endesl 30, 2003, $300,000 was recognized as a compmmsharge for stock options granted to the
Company’s former Chairman. If the Company had eldtd recognize compensation cost based on thedhie method prescribed by Statement No. 123,
the Company’s net loss from continuing operatiams diluted loss from continuing operations per shaould have been adjusted to the pro forma amounts
indicated below (in thousands, except per shareuatsh



Three Months Ended Six Months Ended

June 30, June 30,
2004 2003 2004 2003
Net loss as reporte $(995) $(3,439) $(1,580) $ (7,800
Deduct total stock-based employee compensationnsepdetermined under fair value method for
all awards, net of related tax effe: 49 (2,410 (2,844 (4,237
Pro forma net los $(94€) $(5,849) $(4,424) $(12,037)
Loss per share
Basic and dilute-as reportet $(0.07) $ (0.25) $ (0.11) $ (0.57)
Basic and dilute-pro forma $(0.07) $ (0.42) $ (0.3]) $ (0.89)

The pro forma adjustments shown above are notatigie of future period pro forma adjustments whea ¢alculation will reflect all applicable stock
options. The fair value of Company options at theedf grant was estimated using the Black-Schampisn-pricing model with assumptions as follows:

Weighted-
Risk-Free Average
Interest Dividend Volatility Expected
Three Months Ended Rates Yields Factors Terms
June 30, 200 3.3% 0.C% 53.6% 5 year:
June 30, 200 3.3% 0.C% 62.%% 5 year:
Six Months Ended
June 30, 200 3.5% 0.C% 56.5% 5 year:
June 30, 200 3.3% 0.C% 56.6% 5 year

Valuation Allowance for Deferred Tax Assets

A valuation allowance is provided for deferred &epsets if it is more likely than not that theseniewill either expire before we are able to realize
their benefit, or that future deductibility is umtzgn. In general, companies that have had a rdustdry of operating losses are faced with a clifi burden
of proof as to their ability to generate sufficiéuture income in order to realize the benefithef tleferred tax assets. We determined that it waopriate,
based on the history of losses, to record a vanatilowance as of June 30, 2004 against our aefeax assets that are, more likely than not, lizedde.
The deferred tax assets are still available faousse in the future to offset taxable income, Whiould result in a future recognition of a tax é#rand
reduction to our effective tax rate. The provisienorded in 2004 relates to taxable income of auis$subsidiary which cannot be offset againstiothe
Company losses. This created a net tax provisitioadh the Company reported a consolidated loss &ontinuing operations.

Revenue Recognitic

We derive substantially all of our revenue from $laée of manufactured products. Such revenue isdlp recognized as products are shipped and
title passes to the customer. Revenue from licgnairangements became significant during 2003latios to our strategic alliance with YEC, whichigha
us for the right to manufacture our proprietary BEXXCAP® ultracapacitors. License fee revenue isgeized when the performance requirements have
been met, the fee is fixed or determinable, ankbctibn of fees is reasonably assured. In genemaklo not offer discounts and there is no rightetdirn.
We do not provide installation services or incustpsale obligations other than product warrantyictviis accrued at the time of sale.

Recent Pronouncemer

In December 2003, the FASB issued SFAS No. 13ZRnployers’ Disclosures about Pensions and Othetrieteement Benefit§'Statement No.
132R").” Statement No. 132R revises SFAS No. 13@rider to improve financial statement disclosumesdefined benefit plans. Statement No. 132R
requires disclosure in greater detail of plan asssiligations, cash flows, benefit costs, and otllevant information. Disclosures in interim fircaal
statements are also expanded to require informationit various elements of pension and other posimeent benefit costs. Statement No. 132R is &ffe
for financial statements with fiscal years endiftgraDecember 15, 2003, and the interim provisiaresrequired for periods beginning after Decemliger 1
2003. The adoption of this statement has not haatarial impact on our results of operations oaiiicial condition.

In January 2003, the FASB issued interpretation4$g.Consolidation of Variable Interest EntitieEI(N 46”), as revised December 2003. This
interpretation of Accounting Research Bulletin 8@, Consolidated Financial Statements, addressemlidation by business enterprises of variable
interest entities (VIES) that either: (1) do novéaufficient equity investment at risk to pernhie tentity to finance its activities without addital
subordinated financial support, or (2) the equityeistors lack an essential characteristic of aroblimyg financial interest. This interpretation digs
immediately to VIEs created after January 31, 2008pplies in the first fiscal year or interim pmt beginning after June 15, 2003, to VIEs in whach
enterprise holds a variable interest that it aegulvefore February 1, 2003. The application of #&8\did not have a material effect on our consoéidat
financial statements.



NOTE 3 — BALANCE SHEET DETAILS
Inventories
Inventories consisted of the following (in thousand

December 31

June 30,
2004 2003
Inventories:
Raw materials and purchased pi $ 5,74¢ $ 5,631
Work-in-process 1,157 1,58¢
Finished good 4,361 3,24¢
Inventory reserv (2,989 (3,159
8,271 7,30¢

Warranty Reserve

We accrue for our product warranty costs at the tihshipment. Product warranty costs are estimaased upon our historical experience and
specific identification of the products’ requiremt®nT he following table sets forth an analysistef warranty reserve activity for the six monthsezhdune
30, 2004 and 2003, respectively (in thousands):

Six Months Ended

June 30
June 30,
2004 2003
Accrued Warranty
Beginning balanc 1,262 $ 947
New product warrantie 33€ 427
Settlement of warrantie (2749 (359
Other changes/adjustments to warrar (8) (159
Ending balanci $1,31¢ $ 86€
NOTE 4 — COMPREHENSIVE INCOME
The components of other comprehensive income (krgsas follows (in thousands):
Three Months Ended Six Months Ended
June 30, June 30,
2004 2003 2004 2003
Net loss $(99E) $(3,439) $(1,580) $(7,800)
Foreign currency translation adjustme 281 27¢ (54%) 72C
Unrealized loss on securiti 8 (23 (7) (62
Comprehensive los $(722) $(3,18¢) $(2,137) $(7,142)

NOTE 5 — DISCONTINUED OPERATIONS

In March 2001, the Company sold the assets ofefsrtse contracting business in separate transaatiith two buyers, for an aggregate purchase
price of approximately $20.7 million. The buyersased certain liabilities and ongoing contractudigations of the business and hired most of the
employees of the business. The Company retainddiicéeases and lease obligations expiring in 200@. lease obligations are approximately $890,000
and run through the first quarter in 2006; appratiely $650,000 has been reserved for as of Jun20®d,. The Company increased the reserves for lease
obligations by $250,000 in the second quarter @42@nd reserves now cover the lease paymentsgi©atober 2005. The reserves are shown separately
along with approximately $524,000 of minority irest in the equity of the business, in net liatati
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of discontinued operations in the Consolidated Be#aSheet. The owner of the vacant facility isvadyi marketing the property for sale or lease. Addal
reserves may be required if these marketing aig#vdo not result in a sale or lease before theoé2004.

In September 2002, the Company decided to suspenadperations of its subsidiary, PurePulse Teclyiedo Inc. PurePulse had been designing and
developing systems that generate extremely intdnead-spectrum, pulsed light to purify water amakiivate viruses and other pathogens that contmin
vaccines and products sourced from human or anissales, such as plasma derivatives, transfusmodidomponents and biopharmaceuticals. The
Company plans to preserve its intellectual propany certain other technology assets for a posRiblee sale of such assets. Operating resultiseof t
discontinued operations are shown separately,frtakpin the accompanying Consolidated Statemeh@perations.

In 2003, the Company determined that its Windingigopent business was not adding value to the Coynjaterms of margin contribution,
technological advances, improvement in market sham®ntributing to improvements in economies a@flscTherefore, this line of business was sold in
December 2003. Until the current fiscal quarter,had reported the results of this business asmainty operations because of our continued involveme
with contracts, customers and orders that existied o the sale date and that did not transfeh&buyer. Except for potential warranty obligatipthese
commitments have been met. Accordingly, we haverdehed that this business should no longer besifiad as a continuing operation.

The businesses included in discontinued operatiadssales aggregating $419,000, and $2.7 millidghérquarters ended June 30, 2004, and June 30
2003, respectively. Sales for the six-month perienided June 30, 2004 and June 30, 2003 were $lli@nnaind $5.1 million, respectively. The businesse
included in discontinued operations had income pfitdixes, aggregating $397,000 in the quarter@ddee 30, 2004, and losses, net of taxes, of 8261,
in the quarter ended June 30, 2003. Discontinuedabipns had income, net of taxes, aggregating $087n the sixnonth period ended June 30, 2004,
losses, net of taxes, of $1.1 million in the sixptioperiod ended June 30, 2003. These amountoaeaiuded in either sales or operating loss & th
accompanying Consolidated Statements of Operations.

NOTE 6 — RELATED PARTIES

We transact business with one company considerbd torelated party. Our Swiss subsidiary, Max8@l] leases its facility from Montena SA,
which owns approximately 18% of the Company’s commsimck. Mr. Jose Cortes is the CEO of Montena 8dia a member of the Maxwell
Technologies, Inc. Board of Directors. The amouriease payments paid to Montena SA during thetqumended June 30, 2004, and 2003, were
approximately $193,000, and $172,000 respectively.

NOTE 7 — LEGAL PROCEEDINGS

Our subsidiary I1-Bus Computing Systems has beeredaas a defendant in a suit filed on March 4, 26Ghe Superior Court of the State of
California for the County of San Luis Obispo. Thist, Edmonds vs. I-Bus/Phoenix, Inavas filed by the plaintiff on his behalf and gks damages
concerning the repurchase of I-Bus/Phoenix, Inaresh While the Company’s legal counsel cannotesgan opinion on this matter, management believes
that any liability of the Company that may arisé ofior with respect to this matter will have noteréal adverse effect on the financial positiorsulés of
operations or cash flows of the Company.

NOTE 8 — SHORT-TERM AND LONG-TERM BORROWING

Maxwell SA, our European subsidiary, has a 2.0iamlSwiss Francs ($1.6 million as of June 30, 2@04}lit agreement with a Swiss bank.
Borrowings under the credit agreement bear intexe2t2%. Borrowings under the credit agreemensacerred by the assets of Maxwell SA. As of Jung
2004, the full amount of this credit line was drawn

In February 2004, we secured a $3.0 million criaé from a U.S. bank for working capital purposashject to a one-year repayment period. This
line is secured by accounts receivable and asééte €ompany and bears interest at the bank’seprate plus 1.75%, but subject to a minimum interes
rate of 5.75%. The



agreement requires us to maintain a minimum taagibt worth of $15 million, plus 50% of any consat®n from future equity and debt transactionaspl
50% of net income in each fiscal quarter afterdate of the agreement. As of June 30, 2004, notleedf.S. credit line was drawn.

At the beginning of 2004, Maxwell SA obtained a fin#lion Swiss Franc ($908,000 as of June 30, 2@é¢h loan to finance the acquisition of
specific capital equipment. Borrowings under thentéoan are secured by the equipment being purchdses loan bears an average interest rate ofedf
principal repayments of 230,000 Swiss Francs veltine annually. As of June 30, 2004, $727,000®fdhn is shown as long-term debt on our
Consolidated Balance Sheet. As of June 30, 20@4futhamount of the term loan was drawn.

Maxwell SA requires advances from customers fotadeproduct lines and issues bank guaranteegibhathe customer the right of return of their
advance if the product is not delivered by a spediite. As of June 30, 2004, we had issued gueeardf $250,000 related to these product arrangsmen
most of which we expect to ship to customers ind2@0d 2005.

Maxwell SA had a loan from the Montena SA pensiamgor 300,000 Swiss Francs, or $250,000, at Déesr81, 2003. Maxwell SA repaid 100,(
Swiss Francs of this loan during the first quaoe2004 and the remaining 200,000 Swiss Francs vepaid in the second quarter of 2004. The loamfro
the pension plan bore interest at the variable gage rate of the Banque Cantonale de Fribourgisius

NOTE 9 — DEFINED BENEFIT PLAN

We have a retirement plan for our Swiss subsidiaay under the guidance of our independent audisackassified as a defined benefit pension plan.
The pension benefit is based on compensation,Hesfggervice and credited investment earnings.plae guarantees both a minimum rate of return ds we
as minimum annuity purchase rates. The Companydifig policy with respect to the pension plan isdatribute the amount required by Swiss law, using
the required percentage applied to the employemigensation. In addition, the employee is requioecbntribute an identical amount to the pensi@npl
This plan has a measurement date of December 3tip@uents of the net periodic benefit cost wereolis\virs (in thousands):

Three Months Six Months
Ended Ended
June 30, June 30,
2004 2003 2004 2003
Service cos $ 89 $ 13€ $ 17¢ $ 278
Interest cos 124 14z 24¢ 284
Expected return on plan ass (23€) (22%) 472) (450)
Recognized actuarial loss (ga — (544) — (2,089
Net periodic cost (benefi $ (23 $491) $(46 $ (98

Total employer contributions paid during the thaeel six-month periods ended June 30, 2004, ween@®146,000, respectively. Additional
employer contributions of approximately $219,000 expected to be paid during the remainder of fi2e@4.
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NOTE 10 — CONTINGENCIES

The Company enters into indemnification agreemintise ordinary course of business in which theemdified party is held harmless and is
reimbursed for losses incurred from claims by tipiagties. In connection with divestitures of certassets or businesses, the Company often provides
indemnities to the buyer with respect to certairtera including, for example, environmental liatés and unidentified liabilities related to persogkior to
the disposition. Due to the uncertain nature ofitldemnities, the maximum liability cannot be qutied. Liabilities for obligations are recorded whe
appropriate and when they can be reasonably estimHistorically, the Company has not made sigaifiqpayments for these obligations.

NOTE 11 — BUSINESS SEGMENTS

Consistent with our strategy to establish Maxwslhdeading developer and manufacturer of highliglske, innovative and cost-effective energy
storage and power delivery solutions, we have cetaglthe divestiture and phase-out of our Windiggiment business segment. We are now focused or
our remaining High Reliability product lines, whiaiclude ultracapacitors, high voltage capacitars] radiation-mitigated microelectronic products.
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations

Unless the context otherwise requires, all refegsric this Quarterly Report on Form 10-Q (this “Qedy Report”) to “Maxwell,” the “Company,”
“we,” “us,” and “our” refer to Maxwell Technologietc. and its subsidiaries; all references to “Mak SA” refer to our European subsidiary, Maxwell
Technologies, SA, all references to “Electronic @oments Group” refer to our former subsidiary, Makviglectronic Components Group, Inc., which has
been merged into Maxwell; all references to “I-BRisdenix” refer to our subsidiary, I-Bus/Phoenix.|rand its subsidiaries; and all references to
“PurePulse” refer to our non-operating subsidif®yrePulse Technologies, Inc.

FORWARD-LOOKING STATEMENTS

”ow ”w

When used in this Quarterly Report, the words ‘hadi” “expect,” “anticipate’and similar expressions, together with other disicusof future trend
or results, are intended to identify forward-loakistatements within the meaning of Section 27Aef$ecurities Act of 1933, as amended (the “Seesrit
Act”), and Section 21E of the Securities Exchange @& 1934, as amended (the “Exchange Act”). Suatements are subject to certain risks and
uncertainties, including those discussed belowdbatd cause actual results to differ materialnirthose projected. These forward-looking statement
speak only as of the date of this Quarterly Repdttof these forwardeoking statements are based on estimates and pisnmimade by our manageme
which, although believed to be reasonable, arerérttly uncertain and difficult to predict; theredoundue reliance should not be placed upon such
statements. Actual results may differ materiallg adversely from such statements due to known akdawn factors. The following important factors,
among others, could cause our results of operatdbhe materially and adversely affected in fujpeeiods:

¢ decline in the domestic and global economy thay ufelay the development and introduction by ostamers of products that incorporate our
components and systen

¢ success in the introduction and marketing of newdpcts into existing and new marke

« ability to manufacture existing and new productgsatumes demanded by our customers and at conygefitices with adequate gross marg

« market success of the products into which our petelare integratec

« ability in growing markets to increase our markedre relative to our competitol

e success in meeting c-reduction goals in the restructuring and reorgagizif our businesse

« ability to successfully integrate our businesset$ wperations of acquired businesses;

« ability to finance the growth of businesses wittemal resources or through outside financing as@aable rate:

Many of these factors are beyond our control. Tiearebe no assurance that we will not incur neadalitional unforeseen costs in connection with
the ongoing conduct of our business. Accordinghy, Borward-looking statements included herein domaport to be predictions of future events or
circumstances and may not be realized.

Executive Summary

We begin Management’s Discussion and Analysis n&Rtial Condition and Results of Operations wittoaarview of our business and strategic
plan. Subsequently, we provide a discussion ofitfierent aspects of our business followed by hgits from the quarter ended June 30, 2004. We then
discuss our results of operations for the quamersix-month periods ended June 30, 2004 compaithdive quarter and six-month periods ended June 30
2003. Following our results of operations, we pdevan analysis of changes in our balance sheatasidflows, and discuss our capital requiremerds an
financing activities in the
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section entitled “Liquidity and Capital ResourceBinally, we discuss our critical accounting padii the impact of inflation on our business and new
accounting pronouncements.

It should be noted that the following discussiond #re historical information included therein cantforward-looking statements that are subject to
risks and uncertainties, including estimates basedur judgment in determining allowance for invewtreserves, bad debt allowance, allowance for
deferred tax assets and tax expenses in the futuaeldition, our estimation of liquidity for fistgear 2004 may be significantly different than awtual
results. Negative changes in revenues will affectestimation in cost of sales, research and deweémt, selling, general and administrative androthe
aspects of our business.

Overview

Maxwell Technologies, Inc. is a Delaware corponati@adquartered in San Diego, CA, that originallyorporated in 1965 under the name “Maxwell
Laboratories, Inc.” In 1996, we changed our namigléaxwell Technologies, Inc. We develop and manufectnnovative, cost-effective energy storage and
power delivery solutions.

We strive to design and manufacture our productetform reliably for the life of the products asygstems into which they are integrated. We se
achieve high reliability through the applicationpsbprietary technologies and rigorously controligign, development, manufacturing and test psases
This high reliability strategy emphasizes the depeient and marketing of products that enable a€lieve higher profit margins than commodity
electronic components and systems.

Product Lines

Consistent with our strategy to establish Maxwslhdeading developer and manufacturer of highliglske, innovative and cost-effective energy
storage and power delivery solutions, during 20@3campleted the divestiture and phase-out of aifass segments which did not meet this strategy,
including our electronic components tester businesgynetics-based power systems products and Wjrietjinipment business segment. We are now
focused on our remaining High Reliability busineshkich is comprised of three product lines:

*  Ultracapacitors:Our primary product, ultracapacitors, includes BQOSTCAP® ultracapacitor cells and multi-cell modules and
POWERCACHE® backup power systems. These products provide higligble power solutions for applications in com&r and industrial
electronics, transportation and telecommunicati

* High-Voltage Capacitors Our CONDIS® high-voltage grading and coupling capacitors aezlus electric utility infrastructure and other
applications involving transport, distribution amgasurement of hi-voltage electrical energ

* Radiatior-Mitigated Microelectronic ProductsOur radiation-mitigated microelectronic produictslude power modules, memory modules and
single-board computers for applications in the space atellge industries
Highlights of the Quarter Ended June 30, 2004

Partially as a result of the efforts we began i@ re-focus on our core product lines and t6 memn-strategic businesses, we reduced our net loss
for the three months ended June 30, 2004 to $905@¥(50.07 per diluted share, from a net loss34 $nillion, or $0.25 per diluted share, for thecth
months ended June 30, 2003.
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During the three months ended June 30, 2004, wencmd to focus on developing strategic allian@é@spducing new products, and reducing proc
costs and operating expenses. Some of these edfertdescribed below:

Our BOOSTCAP® ultracapacitor production facility in Rossens, Switand was certified to the rigorous, auto industrecific International
Organization for Standardization (ISO) TS 1694®dtad, confirming the Company’s competence as &mzative supplier and commitment to
organizational excellence. This achievement isxgportant milestone in the Company’s goal of becay@rmpreferred ultracapacitor supplier for
high-volume automotive application

We have entered into a multi-year strategic dgwelent and exclusive supply agreement with Tantjistems Corporation to accelerate
deployment of advanced meter reading and data neamagt systems in the North American electric ytilitarket. Tantalus will utilize
BOOSTCAP® ultracapacitors to power wireless transmittersitioutility network products. The alliance highlighMaxwell’s product
application diversity and will help position usdontribute to and profit from the advancing teclogyl for electric, gas and water utility mete

We have entered into a multi-year strategic supgheement with General Hydrogen Corporation to igieour BOOSTCAP ultracapacitors
for use in fuel cell power systems for electrit titicks and other applications. Fuel cell systamgmented by ultracapacitors have the potential
to provide an efficient, lower maintenance alteinrgato conventional battery power for ¢-users.

NASA's Jet Propulsion Laboratory has independentlyfieerithe testing methodologies Maxwell uses to destrate the fault tolerance of our
SCS750 super computer for space. Our product desigs a combination of proprietary packaging adéaten-mitigated architecture to match
the fault tolerance of competing products thatraskation-hardened processors, thus providing &mredtive that can potentially exceed the
processing power of existing compone!

Our new production line for our CONDIS High Tensitapacitors is nearing completion, and the firgtlifigation runs have been successful.
expect this new factory concept to dramaticallyueour lead times and double our available outppacity.

With the completion of these actions, the marketotir product offerings have increased and oundamn cost efficient products has driven
improvements in our financial and operational perfance.

At the close of the quarter ended June 30, 200hadeapproximately $6.8 million in cash and $2.8iam in short-term investments.

Results of Operations — Quarter and Six-Month Perids Ended June 30, 2004 Compared with Quarter and $iMonth Periods Ended June 30, 2003

Revenue

Revenue for the quarter ended June 30, 2004 wasdillion, compared with $7.9 million for the quartended June 30, 2003. This represents a
decrease of $800,000, or 10%, from the prior yeartgr. As anticipated by our focus on our strategre products, revenue was negatively affected by
decline in our magnetics-based products.

Revenue for the six months ended June 30, 2004%a8 million, compared with $15.7 million for teex months ended June 30, 2003. This
represents an increase of $1.3 million, or 8%, ftbenprior year six-month period. Most of this reve increase recorded in 2004 resulted from tred $
million payment in license fees received from Yedmgng Technologies, Inc. (“YEC”) in exchange foethight to manufacture
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our BOOSTCAP® ultracapacitors in China. The license fee paymeag aone-time event and is shown as a separatiéeinén our Consolidated
Statements of Operations. In addition, the firsirtger of 2004 included the final revenue generétaeh our low-margin magnetics-based Power Systems
products, which has since been offset by growtbusfthree main product lines.

Gross Profit

For the three months ended June 30, 2004, grofis wes approximately $1.9 million, or 26% of rewen compared with $1.1 million, or 14% of
revenue, for the three months ended June 30, Za3he six months ended June 30, 2004, grosst pvafi approximately $4.8 million, or 28% of revenue
compared with $1.7 million, or 11% of revenue, tfee prior year six-month period. Product gross iprefich excludes YEC license fees, was
approximately $3.8 million, or 24% of revenue, foe six months ended June 30, 2004, compared Withi$illion, or 11% of revenue, for the six months
ended June 30, 2003. Gross profit in the threesaathonth periods ended June 30, 2004 has improwetpared with the prior year due to our focus on
core product lines, the phase-out of low-margirdpat lines, and improved manufacturing efficiencies

Total Operating Expenses

Operating expenses were $3.2 million for the thimeaths ended June 30, 2004, compared with $4.8omilbr the same period in 2003. This
represents a decrease of $1.1 million, or 25%. &jpey expenses for the three months ended Juri208@, were approximately 45% of revenue compared
with 54% of revenue for the same period in 2003.

For the six months ended June 30, 2004, operakpgreses were $7.2 million compared with $8.4 millfor the same period in 2003. This repres
a decrease of $1.2 million, or 14%. Operating egpsrfor the six months ended June 30, 2004 wemxiprately 42% of product revenue compared with
53% of revenue for the same period in 2003.

The reduction in operating expenses was due toredsttion measures, including a reduction in ldboge in the fourth quarter of 2003 and
improved efficiency due to the elimination of namagegic product lines. The phase-out of low magmgipducts in the latter part of 2003 contributedath
gross margin improvements as well as operatingresgpesductions.

Selling, General & Administrative (SG&A) Expense

Selling, general and administrative (SG&A) expensese $1.8 million for the three months ended BMe2004, compared with $2.9 million for the
same period in 2003. This represents a decregk bimillion, or 39%. As a percentage of revenu®&8 expenses decreased to 25% for the three months
ended June 30, 2004 from 37% for the three monttledkJune 30, 2003. In the quarter ended JunedB3, $300,000 was recognized as a compensation
charge for stock options granted to the Compargrsér Chairman.

SG&A expenses were $4.6 million for the six morghsled June 30, 2004, compared with $6.0 milliortHersame period in 2003. This represents a
decrease of $1.4 million, or 24%. As a percentdgevenue, SG&A expenses decreased to 27% forithmanths ended June 30, 2004 from 38% for the
prior year six-month period. During 2003, the Compeecorded $800,000 (including the $300,000 nateale) in charges related to reserves against loans
made to a former subsidiary and accruals for sexerto the former Chairman. Reductions in labotddn the fourth quarter of 2003, as well as reidnst
of commission payments in 2004 also contributethéooverall decrease in the current year.

Although it is not yet possible to quantify at thirme, we expect to incur expenses in the thirdfandth quarters of 2004 related to our compliance
activities pursuant to recently enacted sectionafthie Sarbanes-Oxley Act of 2002.
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Research & Development (R&D) Expense

Research and development expenses were $1.4 nfifliche three months ended June 30, 2004, compeithd1.6 million for the same period in
2003. This represents a decrease of $0.2 milliot0&6. As a percentage of revenue, research arela@uent expense was 20% for the three months «
June 30, 2004, and 2003. Research and developmeenses were $2.6 million for the six months endlate 30, 2004, compared with $2.8 million for the
same period in 2003. This represents a decreg®@ ®for 8%. As a percentage of revenue, reseatil@velopment expense was 15% and 18%,
respectively, for the six-month periods ended BMe2004 and 2003. Our R&D expenses will vary gligirom quarter to quarter due to non-headcount
expenses relating to materials and outside servi@esR&D efforts are mostly focused on our sing&rd computer and ultracapacitor electrode
technologies.

Loss From Continuing Operations Before Income Taxes

The loss from continuing operations before incomes for the quarter ended June 30, 2004 was $lli@mor 19% of revenue, compared with $:
million, or 40% of revenue, for the same perio@@93. The loss from continuing operations befoowime taxes for the six months ended June 30, 2004
decreased to $2.3 million, or 14% of revenue, f&6¥ million, or 42%, of revenue for the same peiim2003. The improvement in operating performance
is a direct result of our focus on our three caxpcts. This includes both higher valued, andafwee higher priced products, as well as much highe
operating efficiencies and material cost reductions

Provision (Benefit) For Income Taxes

We recorded a $64,000 income tax provision in tinee months ended June 30, 2004, compared witbvasfon of $13,000 for the three months
ended June 30, 2003. For the six months ended3yr2004, we recorded a $64,000 provision compaitda provision of $19,000 during the six months
ended June 30, 2003. The provision recorded in 28ldes to taxable income of our Swiss subsidigrich cannot be offset against other Company losses
This created a net tax provision although the Campaported a consolidated loss from continuingrapens.

Acquisitions, Divestitures, Discontinued Operationgand Other Events
Acquisitions

In July 2002, we acquired Montena Components latghrovider of ultracapacitors and high-voltage citpas to OEM customers and automated
winding equipment used to produce capacitors ahilith batteries, for approximately $3.0 milliondash and 2.25 million shares of Maxwell common
stock. This acquisition brought us an additionghhieliability power business focused on ultracépas and high-voltage capacitors and additionaigte
and production capabilities that enhanced our jgrafs a reliable global supplier. See “Discontin@gzbrations” below for a discussion of our disposibf
the Winding Equipment business, which we acquiredugh our acquisition of Montena Components Ltd.

Divestitures

In December 2003, we sold our former I-Bus manuifidiety and administrative facility in San Diego. Tagility was previously classified as Assets
Held for Sale at its book value of $7.4 millionoPeeds from the sale of the facility were $9.0inil] resulting in a gain of $1.2 million after pagnt of a
loan balance with Comerica Bank and closing cos$387,000, which was recorded in gain on saleroperty and equipment in 2003.
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Discontinued Operations

In December 2003, Maxwell SA (our Swiss subsidfarynerly known as Montena Components Ltd.) soldbathe fixed assets, substantially all
inventory, and all warranty and employee agreerobhigations of its Winding Equipment business, tecdin Matran, Switzerland, to Metar SA, a new
company formed by the former CEO of Montena Comptsktd and a Metar SA employee. The business wasfar $324,000, and we recognized a net
loss of $538,000 in 2003. We recognized aggregatenue of $1.0 million during the first and secopdrters of fiscal year 2004 which is reflected in
income (loss) from discontinued operations in tbeoapanying financial statements. We do not exfgectceive any further revenue from the winding
machine business.

In June 2003, we discontinued marketing and supmpdur electronic components tester business atarded charges in cost of sales of $444,000
primarily attributable to excess inventory and eguent, $393,000 primarily attributable to warrabtyy-outs, and $259,000 primarily attributable to
expected future warranty returns in the quartededrdune 30, 2003, September 30, 2003 and Dec&hp2003, respectively. Sales for our electronic
components tester business were immaterial ineaibds presented.

In March 2001, we sold our Government Systems lessifior $20.7 million and recorded a gain of $1lillian, net of a $2.7 million provision main
related to ongoing lease obligations. As of June2804, the remaining lease obligation, which eapin April 2006, was $890,000 with a reserve Biovi
of $650,000. The reserves are shown separatelyg alith approximately $524,000 of minority inter@sthe equity of the business, in net liabilitis
discontinued operations in the Consolidated Bal&toeet.

Other Events

During the third quarter of 2003, Montena SA acediand sold a certain number of shares of its Méba@enmon stock within a six-month period,
generating a “short swing” profit of approximat@¥66,000, net of legal fees of $20,000, which éorded as additional paid-in capital in our unaedlit
Consolidated Balance Sheet as of June 30, 2004.

Liquidity and Capital Resources
Changes in Cash Flow

During the six months ended June 30, 2004, we $3etimillion of cash in operating activities, asmared with $2.2 million during the same period
in 2003. In the six months ended June 30, 2004¢asin used in investing activities was $1.5 millioonsisting of approximately $0.2 million in net
proceeds from shoterm investments offset by approximately $1.8 millin purchases of equipment. In the six monthedrldine 30, 2003, our equipm
purchases of approximately $1.1 million were mbwamntoffset by net proceeds from the sale of stesn+investments of approximately $1.9 million. This
resulted in net cash provided by investing actgitof $1.3 million for the six months ended Jung28®3. Cash provided by financing activities of4p1
million during the six months ended June 30, 20@&s generated from option exercises and net inesaadong-term borrowing by Maxwell SA. Cash
provided by financing activities of $355,000 durithg six months ended June 30, 2003 was primauiytd net increases in short-term borrowing by
Maxwell SA.

Net accounts receivable increased to $7.0 milliafuae 30, 2004 from $5.9 million at December 3N The increase in net accounts receivable
was due to higher revenue from our High Voltageacépr business in Switzerland and from a largecgmtage of US shipments during the last month of
the quarter ended June 30, 2004.

Net inventory increased to $8.3 million at June 3104 from $7.3 at December 31, 2003, due primawilgelayed or canceled product launches by
digital camera customers for ultracapacitors.
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Accounts payable and other accrued liabilities eased approximately $1.2 million to $6.4 millionJane 30, 2004 from $7.7 million at December
31, 2003. This decrease was primarily due to Idexels of material purchases following the sal¢hef Winding Equipment business and the phase-out of
our low margin Power System products.

Liquidity

The restructuring plan that we started in early®@@as completed in 2003. We began realizing thetieof the completion of our restructuring effi
in the fourth quarter of 2003 and continued toiredathat benefit in fiscal 2004. All indicators suas productivity, lower product cost and new pridu
introductions have increased. The reduction ofleead and increased productivity have improved oossggmargin and reduced our operating expenses in
the three and six-month periods ended June 30,.208%elieve the liquidity provided by the existicash and cash equivalents, as well as the cash
available under our line of credit, will provideficient capital to fund our capital equipment amdrking capital requirements and potential operatosse
for more than the next 12 months. Failure to acghiexpected cash flows or to obtain additional @el#quity investments, if necessary, could have a
material adverse effect on us.

Maxwell SA requires advances from customers fotageproduct lines and issues bank guaranteegitathe customer the right of return of their
advance if the product is not delivered by a spediite. As of June 30, 2004, we had issued gueeardf $250,000 related to these product arrangsmen
most of which we expect to ship to customers in&280d 2005.

Short-term and Long-term Borrowings
Short-term Borrowings

Maxwell SA, our European subsidiary, has a 2.0iamlSwiss Francs ($1.6 million as of June 30, 20@¥)k credit agreement with a Swiss bank.
Borrowings under the credit agreement bear intexe2t2%. Borrowings under the credit agreemensacerred by the assets of Maxwell SA. As of Jung
2004, the full amount of this credit line was drawn

In February 2004, we secured a $3.0 million crixaé from a U.S. bank for working capital purpossshject to a one-year repayment period. This
line is secured by accounts receivable and asééte €ompany and bears interest at the bank’seprate plus 1.75%, but subject to a minimum interes
rate of 5.75%. The agreement requires us to mairtaninimum tangible net worth of $15 million, pbB8% of any consideration from future equity and
debt transactions, plus 50% of net income in eadalf quarter after the date of the agreement.fAlsioe 30, 2004, none of the U.S. credit line wasvt.

Long-term Borrowings

At the beginning of 2004, Maxwell SA obtained a fin#lion Swiss Franc ($908,000 as of June 30, 2@é¢h loan to finance the acquisition of
specific capital equipment. Borrowings under thentéoan are secured by the equipment being purchdsgs loan bears an average interest rate ofadf
principal repayments of 230,000 Swiss Francs veltine annually. As of June 30, 2004, $727,000®fdhn is shown as long-term debt on our
Consolidated Balance Sheet. As of June 30, 20@4futhamount of the term loan was drawn.

Maxwell SA had a loan from the Montena SA pensiamgor 300,000 Swiss Francs, or $250,000, at Déesr81, 2003. Maxwell SA repaid 100,(
Swiss Francs of this loan during the first quaoe2004 and the remaining 200,000 Swiss Francs vepaid in the second quarter of 2004. The loamfro
the pension plan bore interest at the variable gage rate of the Banque Cantonale de Fribourgi8ius
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Contractual Obligations
The following table identifies significant contraet obligations outstanding as of June 30, 2004h@usands):

Payment due by period

Less thar More than
1-3 35
Total 1 Year Years Years 5 Years
Operating lease obligations ( $ 6,37¢ $ 1,57¢ $3,18¢ $1,617 $ —
Purchase commitments ( 1,40 1,40 — — —
Debt obligations (3 2,48¢ 1,761 364 363 —
Total $10,26¢ $4,73% $3,54¢ $1,98( $ —

(1) Operating lease obligations represent buildingdsasd vehicle leases for management personnet &assens, Switzerland, facilit
(2) Purchase commitments represent the value of smitsl@rdered from and produced by, YEC, Max’s strategic alliance manufacturer in Chi
(3) Debt obligations represent Ic-term and sho-term borrowings and current portion of l-term debt

Critical Accounting Policies

This discussion and analysis of our financial ctiodiand results of operations is based upon ons@iated financial statements, which are
prepared in accordance with accounting principlsegally accepted in the United States of Amemdach we refer to as U.S. GAAP. We have used
certain assumptions and judgments in the preparafithese financial statements, which assumptonsestimates may potentially affect the reported
amounts of assets and liabilities and the disclsficontingencies as well as reported amounts\a@nues and expenses. The following may involve a
higher degree of judgment and complexity and, ab,smanagement assumptions and conclusions in #nteas may significantly impact our results of
operations.

Revenue Recognition

We derive substantially all of our revenue from slaée of manufactured products. Such revenue isélp recognized as products are shipped and
title passes to the customer. Revenue from licgnsirangements became significant during 2003latioa to our strategic alliance with YEC, whichigha
us for the right to manufacture our proprietary BEXX@AP® ultracapacitors. License fee revenue is recognideeh the performance requirements have
been met, the fee is fixed or determinable, ankkctibn of fees is reasonably assured. In generallo not offer discounts and there is no righteddirn.
We do not provide installation services or incustpsale obligations other than product warrantyictviis accrued at the time of sale.

Accounts Receivable

We establish and maintain customer credit limitseobon references, financial information, credirthimess and payment history. Accounts
receivable consist primarily of amounts due toresnfour normal business activities. We maintairabowance for doubtful accounts to reflect antitguh
bad debts based on past collection history andspaegific risks identified in the portfolio. We det@ne our bad debt reserve based
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on an analysis we make to measure our reservereagemnts and we establish specific reserves whereeagnize the inability of our customer to pay its
obligation. If we become aware of increasing negatihanges in the financial condition of our custesnor if economic conditions change adversely, we
may have to increase the allowance. An increasecdh allowances would adversely impact our findregadition and results of operations.

Assets Held for Sale and Remaining Lease Obligation

In December 2003, we sold the building formerlywed by I-Bus/Phoenix, which was classified aseAs$ield for Sale in 2002. Proceeds from the
sale of the facility were approximately $9.0 mifliand closing expenses were $387,000, resultiaggain from the sale of the facility of $1.2 mitiin
2003.

We have provided an estimate of the remaininglltgtnf discontinued operations of our Governmegstems business associated with a remaining
lease obligation, which has been recorded in distoad operations. In making this estimate, we mered factors such as the commercial real estate
market, including our estimate as to how and whemwill be able to sub-lease, terminate or buy batremaining lease obligation. Given the currently
depressed commercial real estate markets and tiimeed spending reductions by businesses and gaestt agencies, there can be no guarantee that we
will be able to conclude this lease obligationtfoe amount that we have accrued, which could recadditional charges. During the three months ended
June 30, 2004, we increased our reserve relatititigdease obligation by $250,000.

Excess and Obsolete Inventory

We value inventories at the lower of cost or marketssessing the ultimate realization of inveegrwe make judgments as to future demand
requirements and compare that with current and dtteainventory levels. The markets for our produate extremely competitive and are characterige
rapid technological change, new product developnm@otuct obsolescence and evolving industry stalsddn addition, price competition is intense and
significant price erosion generally occurs overlifeeof a product. We have recorded significardugies for reserves in recent periods to reflechges in
market conditions. We believe that future eventddcause changes in estimates that may have isgmifadverse impact on our balance sheet.

Long-Lived Assets and Other Intangible Assets

Long-lived assets such as property, plant and egerip and other intangible assets are reviewedfpairment whenever events and changes in
business circumstances indicate that the carryahgevof the long-lived asset may not be recoverabdecordance with SFAS No. 144Atcounting for
Impairment or Disposal of Lor-Lived Assets” The most significant assumptions in the analgbisnpairment involve estimates of future discouhtash
flows. We use cash flow assumptions that are ctargisvith our business plans and consider otheregilt information. If we determine that the cargyin
value of the long-lived asset may not be recoverabpermanent impairment charge is recorded éoathount by which the carrying value of the Idivgd
assets exceeds its fair market value. If therehamges in business circumstances or in the keyrgaons used in estimating undiscounted cash flthes
carrying value of our long-lived assets may neebe@djusted.

Goodwill

We account for goodwill in accordance with SFAS W42, “Goodwill and Other Intangible AssetsThis standard requires that goodwill no longer
be amortized but be subject to an annual impairresttand when an event occurs or circumstancegehsuch that it is reasonably possible that an
impairment may exist. The first step consists ¢ihesting the fair value of each reporting unit tthea a discounted cash flow model using revenue and
profit forecasts and comparing those estimatedvigites with the carrying values of the reportimit,uvhich includes the allocated goodwill. If tfear
value is less than the carrying value, a secorglistperformed to compute the amount of the impairtiby determining an implied fair value of goodwil
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The implied fair value of goodwill is the residdalr value derived by deducting the fair value a€porting unit's non-goodwill assets and liabégifrom
its estimated fair value, which was calculatedt@psone. An impairment charge would be the excé#seocarrying amount of the reporting units’ goaliw
over the implied fair value of their goodwiill.

In assessing the implied fair value of goodwill, haeve made assumptions regarding estimates okfgash flows and other operating factors. The
most significant assumptions in the analysis ofainpent involve estimates of revenue and expenseésts of the reporting unit. If there are changes
business circumstances in the key assumptionsing=dimating the fair value of the reporting uttite carrying value of our goodwill may require
adjustment. We cannot state with certainty thatwiienot incur charges for impairment of goodwitl the future if the fair value of Maxwell Technoleg
and Maxwell SA decrease due to market conditiorstloer unanticipated circumstances. We may havevise our assumptions and incur additional
charges. Any additional impairment charges willedely affect our results of operations.

Valuation Allowance for Deferred Tax Assets

A valuation allowance is provided for deferred &epsets if it is more likely than not that theseniewill either expire before we are able to realize
their benefit, or that future deductibility is umtzgn. In general, companies that have had a rdustdry of operating losses are faced with a clifi burden
of proof as to their ability to generate sufficiéuture income in order to realize the benefithef tleferred tax assets. We determined that it waopriate,
based on the history of losses, to record a vanatilowance as of June 30, 2004 against our aefeax assets that are, more likely than not, lizedde.
The deferred tax assets are still available faousse in the future to offset taxable income, Whiould result in a future recognition of a tax é#nand
reduction to our effective tax rate. The provisienorded in 2004 relates to taxable income of auis$subsidiary which cannot be offset againstiothe
Company losses. This created a net tax provisitiadh the Company reported a consolidated logs &rontinuing operations.

Impact of Inflation

We believe that inflation has not had a materigdaest on our results of operations for the quaseded June 30, 2004 and June 30, 2003. However,
there can be no assurance that future inflationldvoat have an adverse impact on our operatindtseand financial condition.

New Accounting Pronouncements

In December 2003, the FASB issued SFAS No. 132Rchwievises Statement No. 132 in order to impronarfcial statement disclosures for defined
benefit plans. SFAS No. 132R requires disclosumgréater detail of plan assets, obligations, clshsf, benefit costs, and other relevant information
Disclosures in interim financial statements are alspanded to require information about variouselets of pension and other postretirement benasitsc
SFAS No. 132R is effective for financial statemenith fiscal years ending after December 15, 2@0®| the interim provisions are required for periods
beginning after December 15, 2003. The adoptioBFAS No. 132R has not had a material impact orresurlts of operations or financial condition.

In January 2003, the FASB issued FIN 46, whichrjrets Accounting Research Bulletin No. 51Cdnsolidated Financial Statemeritsand
addresses consolidation by business enterprisesriable interest entities (VIES) that either: ¢b)not have sufficient equity investment at riskpemit the
entity to finance its activities without additiormlbordinated financial support, or (2) the equityestors lack an essential characteristic of drotlimg
financial interest. This interpretation applies ieutrately to VIEs created after January 31, 2008pflies in the first fiscal year or interim peribelginning
after June 15, 2003, to VIEs in which an enterphisiels a variable interest that it acquired befégbruary 1, 2003. The application of FIN 46 did hate ¢
material effect on our consolidated financial statets.
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Item 3. Quantitative and Qualitative Disclosures Alout Market Risk
We have not entered into or invested in any insémntsi that are subject to market risk, except dsvist

We face exposure to financial market risks, inatgdadverse movements in foreign currency exchaatgs and changes in interest rates. These
exposures may change over time and could have exrimadverse impact on our financial results.

Foreign Currency Risk

Our primary foreign currency exposure is relateddo subsidiary in Switzerland. Maxwell SA has Eara local currency (Swiss Franc) revenue and
operating expenses. Changes in these currency myetmates impact the U.S. dollar amount of revemeeexpenses. We do not hedge our currency
exposures.

Interest Rate Risk

At June 30, 2004, we had a total of $2.5 millior8dr million Swiss Franc denominated line of crediterm debt. The carrying value of these
borrowings approximates fair value due to the shwaturity dates of the underlying instruments. Vdendt anticipate significant interest rate swingshie
near future.

We invest excess cash in debt instruments of tise Government and its agencies, high-quality cagoissuers and money market accounts. The
primary objective of our investment activities dspreserve principal while maximizing yields withaignificantly increasing risk. Current policies dot
allow the use of interest rate derivative instrutegn manage exposure to interest rate changest 2ume 30, 2004, a third party manages our $2liomi
investment portfolio under guidelines approved by Board of Directors. The balance of our casimigsted in money market accounts with banks.

Item 4. Controls and Procedures

(a) Evaluation of disclosure controls and procedur&ichard D. Balanson, our Chief Executive Officand Tesfaye Hailemichael, our Chief
Financial Officer, evaluated the effectiveness wf disclosure controls and procedures as of theoétite period covered by this Quarterly Repore (th
“Evaluation Date”). Based on this evaluation, thejieve that:

« our disclosure controls and procedures were &ffeto ensure that information required to be ldised by us (including our consolidated
subsidiaries) in the reports we file or submit unithe Exchange Act is recorded, processed, sumethand reported within the time periods
specified in the SE's rules and forms; ar

« our disclosure controls and procedures were &¥feto ensure that information required to be ldised by us in the reports we file or submit
under the Exchange Act was accumulated and commteaido our management, including our Chief Exeeufficer and Chief Financial
Officer, to allow timely decisions regarding readrdisclosure

Although we believe that our disclosure controld procedures are effective to ensure that infolmnatéquired to be disclosed by us in the report
file or submit under the Exchange Act is recorgedcessed, summarized and reported as requiredpauagement has been authorized to augment the
current resources of our internal accounting depamt by adding personnel with GAAP accounting aB& $inancial reporting experience. Our decision to
augment our internal accounting department wasgydesito create redundancy of expertise in the tieeat and is not related to any deficiencies in our
financial accounting and reporting

22



function. In addition, while we have assessed @oldsure controls and procedures and concludadhthenaterial weaknesses exist, we took the
recommendations of our former auditors seriousiy, the decision to add personnel to our internebanting department is intended to strengthen our
finance organization.

In this regard, on April 26, 2004, we added a sévelirector, Thomas L. Ringer, to our Board of Biars. Mr. Ringer is a former corporate execu
and certified public accountant who currently serua the boards of other public companies and gesseconsiderable accounting and financial expertis
In addition, on June 1, 2004, we added the pos@fdBEC Reporting Manager to our internal accogntepartment. We believe that the addition of Mr.
Ringer to our Board of Directors and the creatibthe position of SEC Reporting Manager in our inté accounting department augments the financial
expertise available to the Company.

(b) Changes in Internal Controls over Financial Repogti There has not been any change in our internataoover financial reporting that
occurred during our quarterly period ended June2804 that has materially affected, or is reasonbikély to materially affect, our internal controler
financial reporting.

Limitations on the Effectiveness of Controls

Our management, including the Chief Executive @ffiand Chief Financial Officer, do not expect that disclosure controls or our internal control
over financial reporting will prevent all error aatl fraud. A control system, no matter how welsidmed and operated, can provide only reasonabte, n
absolute, assurance that the control system’s tibgscwill be met. Further, the design of a conydtem must reflect the fact that there are resour
constraints, and the benefits of controls mustdresidered relative to their costs. Because ofrtherient limitations in all control systems, no exaion of
controls can provide absolute assurance that atfabissues and instances of fraud, if any, witihiea Company have been detected. These inherent
limitations include the realities that judgmentsiegcision-making can be faulty and that breakdogamsoccur because of simple error or mistake. ©ttr
can also be circumvented by the individual actsashe persons, by collusion of two or more peopléyananagement override of the controls. The desig
of any system of controls is based in part on geaasumptions about the likelihood of future egeand there can be no assurance that any dedign wi
succeed in achieving its stated goals under adirg@l future conditions. Over time, controls macbme inadequate because of changes in conditions o
deterioration in the degree of compliance with giek or procedures. Because of the inherent limitatin a cost-effective control system, misstatetsie
due to error or fraud may occur and not be detected
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PART Il - OTHER INFORMATION

Item 1. Legal Proceedings

From time to time we are involved in claims andjétion arising out of our operations. We maintébility insurance, including product liability
coverage, in amounts we believe to be adequatear@/rot currently engaged in any legal proceedingswe expect would materially harm our busines
financial condition.
Item 2. Changes in Securities, Use of Proceeds, atsduer Purchases of Equity Securities

None.

Item 3. Defaults Upon Senior Securities
None.

Item 4. Submission of Matters to a Vote of Security{olders

The Annual Meeting of Stockholders of Maxwell Teolagies, Inc. was held on May 6, 2004. At the megtstockholders elected two Class Il
directors to serve on the Board of Directors uhiil 2007 Annual Meeting of Stockholders or untdittsuccessors have been duly elected and qualified

The two directors elected at the meeting were MRoksi and Jean Lavigne. The directors whose teroffioe as a director continued after the
meeting are Robert Guyett, Carlton J. Eibl, Jos€drtes, and Richard D. Balanson.

The votes cast for or withheld for each nomineeoffice as a director were as follows:

VOTES

For Withheld
Mark Rossi 10,779,87 265,03¢
Jean Lavignt 10,782,06 262,84

Item 5. Other Information
None.
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Item 6. Exhibits and Reports on Form 8-K
(a) Exhibits

10.1 Process Agreement between Maxwell Technologies8A*BB Power Technologies AB dated April 16, 20@4o6rtion of this exhibit h:
been omitted pursuant to a request for confidetrgatment being filed with the Securities and Emde Commission

31.1 Certification of Chief Executive Officer pursuantRule 13a-14(a) (Section 302 Certification) aspaeld pursuant to Section 302 of the
Sarbane-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuamtRule 13a-14(a) (Section 302 Certification) asped pursuant to Section 302 of the
Sarbane-Oxley Act of 2002

32 Certification of Chief Executive Officer and Chiginancial Officer pursuant to 18 U.S.C. Section@8Section 906 Certification), as
adopted pursuant to Section 906 of the Sart-Oxley Act of 2002

(b) Reports on Form-K

On April 5, 2004, we filed a report on Form 8-K kvihe SEC relating to our former independent auditagreement with the statements made in our
Form 8-K filed on March 29, 2004.

On April 26, 2004, we filed a report on Form 8-Ktlwthe SEC relating to the appointment of a severdividual to our Board of Directors.
On April 29, 2004, we filed a report on Form 8-Ktlwthe SEC relating to the retention of our newepehdent auditors, McGladrey & Pullen.

On May 11, 2004, we filed a report on Form 8-K wiitle SEC relating to the issuance of a press rel@asouncing our financial results for the three-
month period ended March 31, 2004.

On May 14, 2004, we filed an amended report on Réhwith the SEC to clarify the exact date of O#®& Touche LLP’s resignation as the
Company’s independent accountants.

On May 21, 2004, we filed an amended report on Fiwith the SEC acknowledging receipt of a ledated May 18, 2004 from our former
independent auditor, Deloitte & Touche LLP, in whieloitte & Touche LLP agreed with the statemenésle in the Company’s Current Report on Form
8-K/A dated May 14, 2004 and filed with the Sedastand Exchange Commission on May 14, 2004.

On July 28, 2004, we filed a report on Form 8-Khathhie SEC relating to the issuance of a pressselaanouncing our financial results for the three-
month period ended June 30, 2004.
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisddport to be signed on its behalf by the
undersigned thereunto duly authorized.

MAXWELL TECHNOLOGIES, INC.

Date: August 9, 2004 By: /s/ Richard D. Balansc

Richard D. Balanson
President and Chief Executive Offic

Date: August 9, 2004 By: /s/ Tesfaye Hailemicha

Tesfaye Hailemichael

Vice President, Finance, Treasurer and
Chief Financial Officer (Principal
Financial and Accounting Office
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Rev. ind. -

Date 2004-04-16
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1. Parties and Purpose of the Supplier Process Agrment

This Agreement is entered into by Maxwell Techn@®sgSA, CH-1728 Rossens, Switzerland (hereinafeipplier”) and ABB Power Technologies
AB, High Voltage Products/Circuit Breakers (herdiea'Buyer”). If other ABB companies join the Sumy Process Agreement, all the Appendices should
be updated to contain the local Buyer specificrimiation. A separate Supplier Process Developmemt ééscribed in chapter 20. Supplier Process
Development Plan should be made separately foy@ammpany that is included in the agreement.

The purpose of this Agreement is to improve thedparency throughout the whole supply chain, teerétie level of quality, to enhance the on time
delivery performance, to intensify the collaboratiand to build up industry leading logistical grees.

These goals are achieved with a concrete actiangdacribed in chapter 20. Supplier Process Deustop Plan.
This Agreement is based on mutual trust and coatjoer.

2. Scope of Supply and Prices
The Supplier undertakes to deliver to the Purchakeing the Agreement period, the items describdehclosure 1 and in accordance with the
technical specification and the terms and conditistated in this Agreement.

Prices agreed in appendix 1 are fixed during thigliya of this agreement. During the agreement geithe parties shall work towards reduction in
costs. Reduction in costs can be achieved by Xamele, change of methods of production, simplifiedhinistration or increased productivity. Redugtio
of costs shall lead to reduction the price payalylé&BB.

It is suggested, if agreement should be renewed fong-term period, to discuss the pricing yed2h month 09 year 2006.

If the parties agree to include in this agreemeatipcts other than the items described in Enclosutiee additional products shall be priced in
accordance with the intentions of this agreementirig) shall in such instances be based on themiequivalent items, adjusted with regard to any
difference in costs.

3. Validity and Continuation

This Agreement shall take effect from the timesisigned by both parties and shall be valid foeghyears. If other companies join, it becomes
effective to them on the date they sign the agreme

The main item of this Agreement, 20. Supplier Pssd@evelopment Plan, shall be reviewed minimum qreceyear to extend the development
actions for an additional year. Thus, the Supfiercess Development Plan will always cover the heatyears

3



Table of Contents

In the event the Agreement is terminated, the Sepjs obliged to return to the Buyer all propebslonging the Buyer
This Agreement supersedes all other previous de@as on intent, oral or written, insofar as tlaeg within the scope of this Agreement.

4. Designs and Technical Specifications

The Supplier must have and maintain official techhdlrawings from every part supplied, which ardenthe Supply Agreement, Enclosure 1. When
the ABB Extranet—tool “Documentation & Part Listhahe Advanced Supply Chain Collaboration—Intepeges is installed, this tool will be used for
transferring the necessary documentation.

The supplier must inform and get an written applkéwam ABB in good time before proposed technicabther changes to the product, that may
affect ABB’s or the end customer’s utilisation bése.
5. Co-operation and Supplier Rating

The parties shall meet minimum once per year toiolp and to further develop their co-operatioreBommended agenda for such meetings is
presented in Appendix 2.
6. Stock-keeping / Responsibilities

Buyer requires an on-time-delivery performance availability of 100%. Supplier is obliged to keeptack level that guarantees the requirement. If
needed, buffer quantities can be agreed upon ireAgi 3.

The part quantities the Buyer is responsible faraees that result in obsolescent stock are listéghpendix 3. If possible, an old revision is used
wholly before a newer is taken in use.

7. Forecasting

The Buyer shall provide the Supplier with a forec@i®e Supplier shall visit the Advanced Supply @Haollaboration—internet pages for forecast
instructions and forecast information minimum oacgeek according to the to the instructions foundh® pages to run the online forecast repors. It i
recommended to run the report frequently to stajatgd about the demand situation.

The Supplier has to check the sufficiency of itsamty, materials, and buffers according to thedasst plus in Appendix 4 agreed flexibility taking
into account vacations and other production disomstand either commit within one week to the qiti@stor inform the Buyer about possible problems i
deliveries.

The Buyer shall not be obligated to place ordem@cicordance with any such forecast. Unless otheragseed Supplier accepts and agrees that such
forecasts are for
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estimating and scheduling purposes only and sbalbe deemed a guarantee of any minimum or maxinelome.

8. Orders, Order Acknowledgement, Order Changes, ahOrder Cancellation
The order and order acknowledgement procedurefiisedkin Appendix 5. The time between 1.1 (Pladinder) and 1.3 (Order acknowledgement) in
Picture 1 is set out in Appendix 5. Unless otheevagreed in Appendix 5, an acknowledgement timevofworking days shall be used.

The Buyer has right to change the order. If the alwairfor change occurs after the defined Order ahdinge the solution has to be agreed by both
parties. The terms for order changing are definefigpendix 5.

The Buyer has right to cancel the order. If the dedifor cancellation occurs after the defined Oodarcellation time the solution has to be agreed by
both parties. The terms for order cancellationdsmined in Appendix 5. In case a better solutionnmd be found, the supplier has the right to aslafo
charge on percentage of completion according tcakogu 1.

cancellation compensation * X*

*

In case the Supplier acknowledges a delivery tiomgér than the agreed in Appendix 6, the Supmiebiiged to contact the Buyer by phone and
confirmed facsimile with the acknowledgement infatian.

9. Delivery Time

The delivery process and delivery time are defiimefippendix 6. The delivery time for each matedalmaterial group is defined as the time between
1.1 (Placing order) to 1.8 (Receiving goods), viisea in Picture 1.

Supplier shall notify Buyer in written form immetidy of any deviations from the acknowledged delviEme.

The supplier has the objective to shorten the prtdn lead times to be shorter than the delivanetiUntil this goal is met, the Supplier meets the
agreed delivery time and flexibility by keeping farfstock.

* Certain information on this page has been omittad filed separately with the Commission. Confitlrireatment has been requested with respect to
the omitted portions
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10. Delivery Terms

The delivery term is specified per local Buyer ippendix 7 according to Incoterms 2000.

In case the Supplier is responsible for the trartagion from Supplier to Buyer location. Supplisrfully responsible for the deliveries to be exacth
time. If the transportation provider fails to perfoas agreed, Supplier is required to take immediatrective actions to minimise the harmful effect
Supplier is responsible for all costs associateatl thie delay and must notify Buyer immediately widetay is notified.

11. Deliveries and Transportation
Supplier shall use the Buyer's forwarder for allikries. Supplier shall ask the Buyer the needed/érder information.

Partial deliveries are not allowed unless separatgteed upon in written.

The supplier shall agree procedures for expreseeatigls separately with Buyer case by case. Theesspracking number always has to be notifie
the Buyer. The Supplier is obliged to use the fpanstion contracts of Buyer in case the transpioriacost of the express delivery is agreed todid py
Buyer.

The Supplier shall deliver delayed deliveries ia thstest way according to the Buyers time demBethyed deliveries are always at the Supplier’s
expense. In the event of delay, the Supplier stiaéin delay is noticed or upon Buyer enquiry prosnptl giving Buyer the first priority take such amis as
are satisfactory to the Buyer to enable the delivactions should include but not be limited to migvork, over time, weekend work, work on religious
holidays, airfreight, taxi transportation, and pasting vacations.

The Supplier will always immediately inform the Baywhen delay is expected. The Supplier shall clieekate deliveries from the Advanced Suj
Chain Collaboration—Internet pages once a weekrdaug to the to the instructions found on the pages
12. Accuracy of Delivery

The Supplier is committed to 100% delivery relidil

Both the Supplier and the Buyer shall monthly meashie Supplier’s delivery reliability and repdnetmeasurements quarterly, with a quarter year

summary. The exact delivery deviations are measagaihst acknowledged delivery date. The acknovdddtglivery date shall not at any point be longer
than the date calculated by using the agreed dgltirme as basis.
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Delivery term FCA
Responsibility of Supplier
Supplier will measure the on time delivery on miynthase to Buyer according to below:

The number of deliveries promptly made out of tht@altnumber of deliveries during the period. Ontynplete deliveries and error free order items
shall be taken into account.

Deliveries within -7/+0 calendar days from the &grelelivery date shall be considered to have beseron time.

If the delivery performance (OTD%) is below 98%aimy month, the Supplier is committed to make repbevery delayed delivery including root
cause analysis and corrective actions and sendhetBuyer by the 15th of the successive montBulfer requests monthly reporting, the Supplietisha
report OTD% to the Buyer by the 5th of the sucaassionth.

Responsibility of Buyer

Buyer will measure the on time delivery with theremt business information system.

13. Liquidated Damages for Delay in Delivery
Penalty for delayed deliveries:
*06 of delayed amount per working day, max *%.

14. Packing and Palletizing

The packing material shall be environmentally fdlgraccording to ISO 14001 and appropriate forghepose. The package material shall if required
be of anti-static type in order to avoid ESD damafjelectronic components. The containers or parkimll protect the material from damage in transit
facilitate further handling at Buyer and maintaptimum costing in view of the overall process. @lomformation can be found on the Advanced Supply
Chain Collaboration—Internet site.

15. Delivery Documents

Each delivery must be identified with delivery doment(s). The packing list must include the despatite number, order number, position number,
Buyer’s part number, part explanation, quantity, prodinet, destination, address, and a bar code incguttie despatch note number, order number, po:
number, and quantity. The packing list shall badted to every separate pallet. Closer informat@nbe found on the Advanced Supply Chain
Collaboration—internet site. The supplier is respble to provide the transportation company with tlecessary documentation.

* Certain information on this page has been omittad filed separately with the Commission. Confitlrireatment has been requested with respect to
the omitted portions
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16. Customs Clearance

Supplier shall upon request prove the origin ofdgand their customs code and unit weight in a@ard with the nomenclature used by the EU.
deliveries have to comply with all applicable regtidns e.g. US regulations, among others, the Ex@antrol Regulations and customs regulations.

17. Invoicing

Principally electronic means are used for invoicifije invoices shall quote Buyer’'s order numbesitmn, and price. Supplier shall invoice in
currency agreed in the Supply Agreement. Invoigrartice is defined in Appendix 8.

Terms of payment are 60 days net.

18. Complaints and Complaint Handling Compensations

In case the Supplier delivers a defective produchaterial, a replacement shall be delivered innlest effective way according to the Buyers time
demand. The Buyer makes the decision whether aaepient shall be delivered. Transportation costth&se deliveries are always at Supplier's expense
The Buyer may also choose to correct the defeelf.itfhe Buyer is allowed to compensation for calsts have been accumulated due to changing the
defective product or material to a faultless ondue to Buyer correction of the defect. The Buyayrohoose to receive a credit note as compensfation
the defective material.

By request of the Supplier, the defect material gl sent back to Supplier if a replacement hasrtgiace. Transportation costs for the returnetspar
or materials are always at Supplier's expense.

Buyer has the right to charge Supplier * EUR foemgvcomplaint made as a complaint-handling fee.
Other compensations shall be determined accorditiget Supply Agreement enclosure XX.
Complaint handling is defined in Appendix 9.

19. Export Control

Supplier has acquainted itself with the valid siegon export and import control concerning théveekes for the Buyer and is committed to abide by
them or Buyer has to provide the Supplier withrieeded documentation.

* Certain information on this page has been omittad filed separately with the Commission. Confitlrireatment has been requested with respect to
the omitted portions
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The Supplier shall upon demand by ABB provide, withcharge to ABB, certificates of origin and otdecuments in order to establish the origin of
the Products in accordance with relevant tradeesgeats
ABB Power Technology Products A VAT NO: SE 55601222430
Maxwell Technologies At VAT NO: 140746

20. Logistics Development Plan
The Supplier Process Development Plan is a thraeegevelopment commitment between the parties siddscribed in detail in Appendix 10.

21. Patents and other rights
The Supplier shall hold ABB harmless for all damégg may ensue from disagreement concerning allegactual infringements of patents,
copyright, trademarks, trade names or other rightsugh the utilization of the Supplier's Prodyagstems. programmes or documentation,

In case of infringement, the Supplier shall, fesraivn account, safeguard ABB’s right to continugzing the Products, or alter the Products so that
there is no longer an infringement, or replaceRheducts with equivalent products so that theaailon of which does not infringe.

Rights to ideas, inventions, know-how emanatingnfitbe parties’ cooperation shall vest in the oragim. Where the Supplier is the originator or
author, ABB shall be licensed to make use of tleajdnvention, etc., in consideration of the paynoémeasonable fees.
22. Confidentiality

Technical or commercial information obtained by ABBm the Supplier, and vice versa, in the courfs#her commercial relations, shall be treate
confidence by the recipient party for five yearertrafter

The duty of confidentiality shall not apply to imfoation:

a) already known to the recipient, when he took gaeteof in the circumstances above defir

b)  properly provided by third party to the recipieot;

c) which is or becomes generally available througleotheans than breach of this clat

9
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23. Termination — Breach of contract

The Supplier and ABB may immediately terminate #gseement or cancel any binding order placed byngiwritten notice to the other party, if the
other party has:

a) committed a fundamental breach of the agreemeniraspite of a written demand to remedy the breaxuitable measures have been tak
do so within 30 days of receipt of such deme

b)  become unable to pay its debts or entered into oésopy or voluntary liquidatior

C) Prices agreed upon in Enclosure 1 are assunieel tcompetitive. Unreasonably high prices, whidghrties cannot agree upon, are also cause
for termination of this agreemei

24. Product liability

The Supplier shall take out necessary insuranogsdtect himself and ABB against all claims andtsarising from faulty Products delivered by the
Supplier.

25. Choice of law and arbitration
The parties agree to submit to arbitration in adance with the rules of Arbitration Institute oétBtockholm Chamber of Commerce

This agreement shall be governed by Swedish law.

26. Scope
This Agreement supersedes all other previous de@as on intent, oral or written, insofar as tlaeg within the scope of this Agreement.

Appendixes to the Agreement:

Picture 1 Order- delivery flow

Appendix 1 Products, price

Appendix 2 Recommended agenda for seasonal mee

Appendix 3 Buffer quantities and stock responsibiliti

Appendix 4 Forecast flexibility

Appendix 5 Order, order acknowledgement, order change, arer @ahcellation procedu
Appendix 6 Delivery time

Appendix 7 Delivery terms
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Appendix 8
Appendix 9
Appendix 10

Invoicing
Complaint proces
ASCC
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This Agreement has been executed in two identigpies, one for both parties.

Ludvika, 2004-04-16

ABB Power Technologie Maxwell Technologies S/
High Voltage Product HV Capacitors
Circuit Breakers

/s/ Hans Linder

Hans Lindel Etienne Savary
Supply Chain Manage Business Unit Manage

/sl Lena Hammargren

Lena Hammargre
Supplier Manage
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[ABB Logo]

Departmen
PTHVP/BI

Process agreemer
Appendix 1: Products, prices, qualification testsjbinted porcelain
Annexe 1 Mechanical test planned, Annexe 2 Elegittest planned in
RTH / Zurich CH
Issued by Date: Approved by: Page
Lena Hammargre 2004-04-16 Hans Lindel 1(6)

13



Table of Contents

[MAXWELL LOGO] CONDIS

ABB Power Technologie Product AB, LUDVIKA Price list HO300551 mod.
HV Product / Circuit breake

M?cte Price/unit* Price/unit*
Non-
standard p?c:?jﬁz:t Voltage Capacitance Length Creepage Colour Price/unit 1st 1st Price/unit Price/unit
Standard Type ABB July Sept
type type Type CONDIS Maxwell drawing Ludvika [kVv] [pF] [mm] [mm] 2004 ‘004 2004 2005 2006
0-24 CDORO0028N3( T100C1480B284N3 541703(-10 10C 480C  140C 452t brown * * * * *
0-24 CDORO0029N8( T100C1480B284N8 541703(-15 10C 4800 140 452t grey * * * * *
0-24 CDORO0022N3( T100C1160B314N3 541702!-20 11C 160C  140C 452¢ brown * * * * *
0-24 CDORO0023N8( T100C1160B314N8 541702'-25 11C 160C  140C 452t grey * * * * *
X CDORO0556N8( Q130C1160B714N¢ 1HSB44541-8 13C 160C 178t 580z grey * * * * *
150 CDORO0024N1( T13001160B714N1 541702-10 13C 160C  180C 525( brown * * * * *
24 CDORO0025N6( T130C1160B714N6 541702-15 13C 160C  180C 525( grey * * * * *
0-24 CDORO0026N3( T170C1160B864N3 541702'-30 17¢ 160C  195C 631t brown * * * * *
X CDORC557N8 Q170C1160C064N¢ 1HSB445:-17-7 17¢ 160C 213t 719z grey * * * * *
1000t CDORO0032N3( T170C1160C064N3 541703:-20 17¢ 160C  215C 718C brown * * * * *
CDORO0032N3: T170C1160C064N3 5417032-50 17¢C 160C  215C 825C brown For standardisation, will be replaced by CDOR0032N3
541703:-70 with creepage 8800m
30-150 CDORO0032N3! T170C1160C064N3 541703:-70 17¢ 160C 218C 880C brown * * * * *
X CDORO0032N3: T170C1160C064N3 541703:-60 17¢ 160C 218C 880C brown * * * * *
36 CDORCO033N8 T170C1160C064N8 541703:-25 17¢ 160C 215C 718C grey * * * * *
X CDORO0558N8( Q130C0500B714N¢ similar 541702-1C 13C 50C 178t 580z grey * * * * *
0-24 CDORO0560N1( T130C05008714N1 1HSB44541-1 13C 50C  180C 525(C brown * * * * *
0-24 CDORO0501N6( T130C05008714N6 1HSB44541-2 13C 50C 180C 525( grey * * * * *
0-24 CDORO0722N3( T170C05008864N3 1HSB44541-3 17¢ 50C 195C 631t brown * * * * *
0-24 CDORO0723N8( T170C05008864N8 1HSB44541-4 17¢ 50C  195C 631t grey * * * * *
X CDORO0559N8( Q170C0500C064N¢ similar 541703-20 17¢ 50C 213t 719z grey * * * * *
0-24 CDORO0562N3( T170C0500C064N3 1HSB44541-5 17¢ 50C 215C 718(C brown * * * * *
0-24 CDORO0563N8( T170C5500C064N8 1H5844541-6 17¢ 50C 215C 710C grey * * * * *

* Certain information on this page has been omittad filed separately with the Commission. Confitlrireatment has been requested with respect to
the omitted portions
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[MAXWELL LOGO] CONDIS
ABB Power Technologie Product AB, LUDVIKA Price list HO300551 mod.
HV Product / Circuit breake

Over Cost for painting * —/capacitot

Delivery time: see table in contra

Min quantity per delivery * pces

Delivery conditions FCA, Rossen

Payment 30 days net (for 90 days: price increase

Validity of the price list: From date of signature to December 2006 (ordeypd#livery max march 200°

Packaging 6pces per crates includ

Treatment of the crate NIMP 15 includec

Identification at the crates: . acknowledgement nber (included in the cratieer)

«  Serial nber of capacitc
A bar code will be introduced in the current 20

Delivery document One Packing list per delive
Acknowledgement time 4 days, for composite 10 days 14 days since 1.5):
Penalties against delays in delive *0p of delayed amount per working day, max *

Glueded porcelain will be accepted when the capabis passed the vibration and electrical typs sscording STC 12.0130 (dated: 15 march 2

Rossens, 15th March 2004

Etienne Savory Alain Riedo
Maxwell technologies SA Maxwell technologies SA
Business Unit Manager Managing Director

HV capacitors

*

Certain information on this page has been omittad filed separately with the Commission. Confitlrireatment has been requested with respect to
the omitted portions
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[MAXWELL LOGO] CONDIS
Qualification tests for jointed porcela STC12.013
Mecanical Tests Electrical Test
Insulator
MXWL Bending load Burst pressure Vibration Type
Reference Insulator capacitor type Supplier test test test Test
Date March 2004  March 2004 April 04 April 2004
* Place Supplier A Supplier A ETH Zurich
* CDORO0455N40 A Test Repor
* Requested Valu * * See Annexe See Annexe .
Result
. Blaat c?e Covered Covered Covered Covered
. CDOR0024N10 B Test Repor by insulator by insulator by insulator by insulator
. P 17.1402101 17.1402101 17.14021-01  17.14021-01
Requested Valu
Result
Date May 2004 May 2004 June 200: June 200
* Place Supplier B Supplier B ETH Zirich
* CDORO0032N30 B Test Repor
* Requested Valu * * See Annexe See Annexe .
Result

15th march 2004
E. Savary

* Certain information on this page has been omittad filed separately with the Commission. Confitlrireatment has been requested with respect to
the omitted portions
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[MAXWELL LOGO] CONDIS

Annexe 1 STC12.013
Mechanical test planned

1.  Vibration Tes Frequence
Increasing rate
Nb of sweeps
Temperature

* % * *

2. Vibration Tes Frequence
Deplacement
Nb of axe:
Nb of sweeps
Temperature

I

3. Mechanical shocl Shocks:
Duration
Nb of shocks
Nb of axe:
Temperature

* % X % *

4, Mechanical shocl Shocks:
Duration:
Nb of shocks
Nb of axe
Temperature

Acceptance criteria
according customer’s
specifications (as good as
experience made on one
piece porcelain)

* % X % *

5. Mechanical shocl Shocks
Duration
Nb of shocks
Nb of axe:
Temperature
Repetition of routine test (*% of test voltac

* % %k X %

4.  Mechanical shocl  Shocks
Duration
Nb of shocks
Nb of axe:
Temperature
Repetition of routine test *% of test voltac

* % X * *

5.  Mechanical shocl  Shocks
Duration
Nb of shocks
Nb of axe:
Temperature
Repetition of routine test (*% of test voltac

Test for information (took
for the limits)

* % X % *

15th march 2004 / SaE

* Certain information on this page has been omitted filed separately with the Commission. Confitrireatment has been requested with respect to
the omitted portions
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[MAXWELL LOGO] CONDIS

Annexe 2 STC12.013
Electrical test planned in ETH / Zurich CH

C, Loss factor measurem
PD measureme

Test Voltag

PD measureme

C. Loss factor measurem:
Switching impulse Sil
Lightning impulse BIL *
Chopped lightning impulse
Lightning impulse BIL *
10. C, Loss factor measurem:
11. PD measureme

12. Test Voltag

13. PD measureme

14. C, Loss factor measurem:

15th march 2004 / SaE

CoNok~wNE

E S T

* Certain information on this page has been omitted filed separately with the Commission. Confitrireatment has been requested with respect to
the omitted portions
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Process agreemer

[ABB Logo] Appendix 2: Recommended agenda for seasonal met
Departmen Issued by Date: Approved by: Page
PTHVP/BI Lena Hammargre 2004-04-16 Hans Lindel 1(1)

The Buyer has the right to have regular meetings thie Supplier, where the suggested agenda wauttiebfollowing:

Action Items
Target review
¢ Process plan itenr

- flexibility

- lead times

- OTD

- advanced transactions (EDI, kanban, VMI e
¢ Quality
e Other

Rating
« Rating of previous quarter(

Last minute of meeting
e Open issues from the last meet

Availability

« OTD reports by Buye’ Plants measured by Buyer and Suprg
e The accuracy and development of forec

¢ Volumes, rolling forecast for coming 12 mon

Quality

e Quality data of supplier produc
¢ Quality data of supplier proce
e The status of complain

Cost
« Raw material price development, availability, pbesiproblems
¢ Activities to reduce cos

Processes

* Advanced transactior

* Review of logistics and transportati
e etc.

Other

¢ New possibilities of improvemen

¢ Qualification and timing of new goa
e Obsolete materit

¢ Next meeting
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[ABB Logo]

Departmen
PTHVP/BI

Process agreemer
Appendix 3: Buffer quantities
Appendix 4: Forecast flexibilit
Issued by Date: Approved by:
Lena Hammargre 2004-04-16 Hans Lindel

20
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[MAXWELL LOGOQ]

Appendix 3

Article number

Buffer

Batch quantity

Description

size

21

Delivery

time

CONDIS
Total

Transportation delivery
time time
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[MAXWELL LOGO]

Appendix 5

Local Buyer

ABB PT HV/HV/B
ABB PT HV/HV/B
ABB PT HV/HV/B

Appendix 6

Local Buyer

ABB PT HV/HV/B
ABB PT HV/HV/B

ABB PT HV/HV/B

Buyer order
process

771 80 Ludviki
771 80 Ludviki
771 80 Ludviki

Technologies
Brytarterminalen Tor
62 771 80 LUDVIKA

22

product

CONDIS
Order change Order
Order Order Order cancellation
methode acknowledgemen acknowledgmen time working time working
method Product time working days days days
ASCC ASCC Std produc 4 15 25
ASCC ASCC Non std produt 4 20 35
ASCC ASCC Make to order 10 25 40
product
Delivery time
Delivery time Total
Delivery
excl. Transport.-
Order Transport.- ) tim_e
methode time working time working
working
Delivery adresse Product time days days days
ABB Power ASCC Std product 25 5 30
Technologies
Brytarterminalen Tor
62 771 80 LUDVIKA
ABB Power ASCC Non std produt 50 5 55
Technologies
Brytarterminalen Tor
62 771 80 LUDVIKA
ABB Power ASCC Make to order 70 5 75
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[ABB Logo]

Departmen
PTHVP/BI

Issued by
Lena Hammargre

Process agreemer
Appendix 7: Delivery term

Date: Approved by:

2004-04-16 Hans Lindel
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Process agreemer
[ABB Logo] Appendix 10: ASCC
Departmen Issued by Date: Checked/approvet Page
PTHVP/BI Lena Hammargre 2004-04-16 Hans Lindel 1(1)
Webbadres *
Login *
Passwortc *
Login intervall for Transaction: *
*

Login interval for Forecas

* Certain information on this page has been omitted filed separately with the Commission. Confitrireatment has been requested with respect to

the omitted portions
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O SECTION 302
OF THE SARBANES-OXLEY ACT AND RULE 13A-14(A) OR 15D-14(A) UNDER THE
SECURITIES EXCHANGE ACT OF 1934

I, Richard D. Balanson, certify that:
1. | have reviewed this quarterly report on FormQ0f Maxwell Technologies, Inc. for the quarteded June 30, 2004.

2. Based on my knowledge, this report does notaioreiny untrue statement of a material fact or amgttate a material fact necessary to make the
statements made, in light of the circumstances uwtiich such statements were made, not misleaditigrespect to the period covered by this report.

3. Based on my knowledge, the financial statememtg,other financial information included in théport, fairly present in all material respectsfihancial
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskint¢his report.

4. The registrant’s other certifying officer(s) alnare responsible for establishing and maintaimisglosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) forekéstrant and have:

a. Designed such disclosure controls and procedaresused such disclosure controls and procedores designed under our supervision, to ensate th
material information relating to the registrantlirding its consolidated subsidiaries, is made kméovus by others within those entities, partidylduring
the period in which this report is being prepared;

b. Evaluated the effectiveness of the registratisslosure controls and procedures and presentisineport our conclusions about the effectiverashe
disclosure controls and procedures, as of the éttteqoeriod covered by this report based on swaltuation; and

c. Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the registrant’s most recesudfi
quarter (the registrant’s fourth fiscal quartettie case of an annual report) that has materiffibgi@d, or is reasonably likely to materially affethe
registrant’s internal control over financial repogt

5. The registrant’s other certifying officer(s) anidave disclosed, based on our most recent evatuaf internal control over financial reporting, the
registrant’s auditors and the audit committee efrigistrant’s board of directors (or persons periog the equivalent functions):

a. All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting which are reasonably lijiki®
adversely affect the registrant’s ability to regqucbcess, summarize and report financial inforamatand

b. Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant’s internal control over
financial reporting.

Dated: August 9, 2004 /s/ Richard D. Balansc
President and Chief Executive Offic




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O SECTION 302
OF THE SARBANES-OXLEY ACT AND RULE 13A-14(A) OR 15D-14(A) UNDER THE
SECURITIES EXCHANGE ACT OF 1934

I, Tesfaye Hailemichael, certify that:
1. | have reviewed this quarterly report on FormQ0f Maxwell Technologies, Inc. for the quarteded June 30, 2004.

2. Based on my knowledge, this report does notaioreiny untrue statement of a material fact or amgttate a material fact necessary to make the
statements made, in light of the circumstances uwtiich such statements were made, not misleaditigrespect to the period covered by this report.

3. Based on my knowledge, the financial statememtg,other financial information included in théport, fairly present in all material respectsfihancial
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskint¢his report.

4. The registrant’s other certifying officer(s) alnare responsible for establishing and maintaimisglosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) forekéstrant and have:

a. Designed such disclosure controls and procedaresused such disclosure controls and procedores designed under our supervision, to ensate th
material information relating to the registrantlirding its consolidated subsidiaries, is made kméovus by others within those entities, partidylduring
the period in which this report is being prepared;

b. Evaluated the effectiveness of the registratisslosure controls and procedures and presentisineport our conclusions about the effectiverashe
disclosure controls and procedures, as of the éttteqoeriod covered by this report based on swaltuation; and

c. Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the registrant’s most recesudfi
quarter (the registrant’s fourth fiscal quartettie case of an annual report) that has materiffibgi@d, or is reasonably likely to materially affethe
registrant’s internal control over financial repogt

5. The registrant’s other certifying officer(s) anidave disclosed, based on our most recent evatuaf internal control over financial reporting, the
registrant’s auditors and the audit committee efrigistrant’s board of directors (or persons periog the equivalent functions):

a. All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting which are reasonably lijiki®
adversely affect the registrant’s ability to regqucbcess, summarize and report financial inforamatand

b. Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant’s internal control over
financial reporting.

Dated: August 9, 2004 /s/ Tesfaye Hailemicha
Vice President, Finance, Treasurer and
Chief Financial Officer (Principal Financial and
Accounting Officer)




Exhibit 32

Certification of Periodic Financial Report by the Chief Executive Officer and
Chief Financial Officer Pursuant to Section 906 othe Sarbanes-Oxley Act of 2002

Solely for the purposes of complying with 18 U.S§€350, as adopted pursuant to Section 906 of dhigaBies-Oxley Act of 2002, we, the
undersigned Chief Executive Officer and Chief FitiahOfficer of Maxwell Technologies, Inc. (the “@gpany”), hereby certify, based on our knowledge,
that the quarterly report on Form 10-Q of the Conypi@r the quarter ended June 30, 2004 (the “Ré&pfutty complies with the requirements of Sectib8
(a) of the Securities Exchange Act of 1934 and tirainformation contained in the Report fairly geats, in all material respects, the financial édow anc
results of operations of the Company.

Dated: August 9, 2004 /s/ Richard D. Balansc
President and Chief Executive Offic

Dated: August 9, 2004 /s/ Tesfaye Hailemicha
Vice President, Finance, Treasurer and
Chief Financial Officer (Principal Financial and
Accounting Officer)




