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Item 5.    Other Events. 
 
               On July 7, 1999, the Board of Directors of Applied Materials, 
Inc., a Delaware corporation (the "Company"), declared a dividend distribution 
of one Right for each outstanding share of common stock, par value $.01 per 
share (the "Common Stock"), of the Company to stockholders of record at the 
close of business on July 18, 1999 (the "Record Date"). Each Right entitles the 
registered holder to purchase from the Company one ten-thousandth (1/10,000) of 
a share of Series A Junior Participating Preferred Stock, par value $.01 per 
share ("Preferred Stock"), at a price of $375 per one ten-thousandth of a share 
of Preferred Stock (the "Exercise Price"), subject to adjustment. The 
description and terms of the Rights are set forth in a Rights Agreement (the 
"Rights Agreement") between the Company and Harris Trust and Savings Bank, as 
Rights Agent. 
 
               Initially, the Rights will be evidenced by the Common Stock 
certificates representing shares then outstanding and no separate Right 
certificates will be distributed. The Rights will be exercisable, and 
transferable apart from the shares of Common Stock, on the earlier to occur of 
(i) 10 business days following a public announcement that a person or group of 
affiliated or associated persons has acquired, or has obtained the right to 
acquire (an "Acquiring Person"), beneficial ownership of 20% or more of the 
outstanding shares of Common Stock (the "Stock Acquisition Date"), or (ii) 10 
business days following the commencement of (or a public announcement of an 
intention to make) a tender offer or exchange offer if, upon consummation 
thereof, the person who commenced the offer would be an Acquiring Person (the 
earlier of such dates being called the "Distribution Date"). The foregoing time 
periods are subject to extension as set forth in the Rights Agreement. After the 
occurrence of an event set forth in clause (ii) above, Rights will become 
exercisable for fractions of shares of Preferred Stock at the Exercise Price per 
one ten-thousandth of a share of Preferred Stock. After the occurrence of an 
event set forth in clause (i) above, the Rights will become exercisable as set 
forth below. 
 
               After the Record Date and until the Distribution Date (or earlier 
redemption or expiration of the Rights), new Common Stock certificates issued 
upon transfer or new issuance of the Common Stock will contain a notation 
incorporating the Rights Agreement by reference. Until the Distribution Date (or 
earlier redemption or expiration of the Rights), the surrender for transfer of 
any certificates for Common Stock outstanding as of the Record Date will also 
constitute the transfer of the Rights associated with the Common Stock 
represented by such certificate. As soon as practicable following the 
Distribution Date, separate certificates evidencing the Rights ("Right 
Certificates") will be mailed to each holder of record of the Common Stock as of 
the close of business on the Distribution Date and, thereafter, such separate 
Right Certificates alone will evidence the Rights. 
 
               The Rights are not exercisable until the Distribution Date and 
will expire at the close of business on July 6, 2009, unless earlier redeemed by 
the Company as described below. 
 
               As soon as practicable after the Distribution Date, Right 
Certificates will be mailed to holders of record of the Common Stock as of the 
close of business on the Distribution Date and, thereafter, the separate Right 
Certificates alone will represent the Rights. Except as otherwise determined by 
the Board of Directors, only shares of Common Stock issued prior to 
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the Distribution Date will be issued with Rights. 
 
               In the event that any person or group becomes the beneficial 
owner of 20% or more of the then outstanding shares of Common Stock (other than 
as a result of a tender or exchange offer for all shares of the Common Stock at 
a price determined by a majority of the directors who are not representatives, 
nominees, affiliates or associates of an Acquiring Person, after receiving 
advice from one or more nationally recognized investment banking firms selected 
by such directors, to be fair and adequate to the stockholders, and otherwise in 
the best interests of the Company and its stockholders (a "Permitted Offer")), 
the Rights Agreement provides that proper provision shall be made so that each 
holder of a Right will thereafter have the right to receive, for a 90-day period 
(the "Exercise Period"), upon exercise, Common Stock (or, under certain 
circumstances, cash, preferred stock or other securities of the Company) having 
a market value equal to two times the exercise price paid (i.e., at a 50% 
discount). Following the occurrence of this event, any Rights that are, or 
(under certain circumstances specified in the Rights Agreement) were, 
beneficially owned by any Acquiring Person shall immediately become null and 
void. However, Rights generally are not exercisable following the occurrence of 
such an event until such time as the Rights are no longer redeemable by the 
Company as set forth below. Further, Rights generally are exercisable only after 
the effectiveness of a registration statement for the Common Stock under the 
Securities Act of 1933, as amended. 
 
               In the event that, at any time after any person or group becomes 
the beneficial owner of 20% or more of the then outstanding shares of Common 
Stock (other than as a result of a Permitted Offer), (i) the Company engages in 
a merger or other business combination transaction in which the Company is not 
the surviving corporation (other than following a Permitted Offer), (ii) the 
Company engages in a merger or other business combination transaction with 
another person in which the Company is the surviving corporation, but in which 
its Common Stock is changed or exchanged (other than following a Permitted 
Offer), or (iii) 50% or more of the Company's assets or earning power (on a 
consolidated basis) is sold or transferred, the Rights Agreement provides that 
proper provision shall be made so that each holder of a Right (except Rights 
which previously have been voided as set forth above) shall thereafter have the 
right to receive, upon the exercise thereof at the then current exercise price 
of the Right, common stock of the acquiring company having a market value equal 
to two times the exercise price paid (i.e., at a 50% discount). The events 
described in this paragraph are defined as "Triggering Events." 
 
               The Exercise Price payable, and the number of shares of Preferred 
Stock or other securities or property issuable, upon exercise of the Rights are 
subject to adjustment from time to time to prevent dilution (i) in the event of 
a stock dividend on, or a subdivision, combination or reclassification of, the 
Preferred Stock, (ii) upon the grant to holders of the Preferred Stock of 
certain rights or warrants to subscribe for Preferred Stock or convertible 
securities at less than the current market price of the Preferred Stock, or 
(iii) upon the distribution to holders of the Preferred Stock of evidences of 
indebtedness or assets (excluding regular quarterly cash dividends) or of 
subscription rights or warrants (other than those referred to above). Provision 
is made for similar anti-dilution adjustments with respect to the Common Stock. 
 
               With certain exceptions, no adjustment in the Exercise Price will 
be required until cumulative adjustments require an adjustment of at least 1% in 
such Exercise Price. No 
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fractional shares of Preferred Stock will be issued (except fractions which are 
integral multiples of one ten-thousandth of a share of Preferred Stock) and, in 
lieu thereof, an adjustment in cash will be made based on the market price of 
the Preferred Stock on the last trading date prior to the date of exercise. 
 
               Shares of Preferred Stock purchasable upon exercise of the Rights 
will be nonredeemable and subordinate to other series of the Company's preferred 
stock. Each share of Preferred Stock will have a minimum preferential quarterly 
dividend rate of $1.00 per share but will be entitled to an aggregate dividend 
of 10,000 times the dividend declared on the Company's Common Stock. In the 
event of liquidation, the holders of the Preferred Stock will receive a 
preferred liquidation payment of $1.00 per share but will be entitled to receive 
an aggregate liquidation payment equal to 10,000 times the payment made per 
share of Common Stock. Each share of Preferred Stock will have 10,000 votes, 
voting together with the Company's Common Stock. In the event of any merger, 
consolidation or other transaction in which shares of Common Stock are 
exchanged, each share of Preferred Stock will be entitled to receive 10,000 
times the amount received per share of Common Stock. The rights of the Preferred 
Stock as to dividends, liquidation and voting, and in the event of mergers and 
consolidations, are protected by customary antidilution provisions. 
 
               Because of the nature of the Preferred Stock's dividend, 
liquidation and voting rights, the value of the one ten-thousandth interest in a 
share of Preferred Stock purchasable upon the exercise of each Right should 
approximate the value of one share of Common Stock. 
 
               At any time after the date of the Rights Agreement until 10 
business days (or such later date as the Board of Directors of the Company may 
determine) following the Stock Acquisition Date, the Company may redeem the 
Rights in whole, but not in part, at a price of $.01 per Right (the "Redemption 
Price"), payable in cash, Common Stock or other consideration deemed appropriate 
by the Board of Directors. Thereafter, the Company's right of redemption may be 
reinstated if the Exercise Period has expired, no Triggering Event has occurred 
and an Acquiring Person reduces his beneficial ownership to 5% or less of the 
outstanding shares of Common Stock in a transaction or series of transactions 
not involving the Company and there are no other Acquiring Persons. Immediately 
upon the action of the Board of Directors of the Company ordering redemption of 
the Rights, the Rights will terminate and the only right of the holders of 
Rights will be to receive the Redemption Price. 
 
               The Rights Agreement includes a "TIDE" (Three-year Independent 
Director Evaluation) provision. Under the TIDE provision, the Board of 
Directors' Stockholder Rights Plan Committee composed of independent directors 
will review the Rights Plan periodically (at least every three years). This 
committee will communicate its conclusions to the full Board of Directors after 
each review, including any recommendation as to whether the Rights Plan should 
be modified or the Rights should be redeemed. 
 
               Until a Right is exercised, the holder thereof, as such, will 
have no rights as a stockholder of the Company, including, without limitation, 
the right to vote or to receive dividends. While the distribution of the Rights 
will not be taxable to the stockholders or the Company, the stockholders may, 
depending upon the circumstances, recognize taxable income in 
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the event that the Rights become exercisable for Preferred Stock (or other 
consideration) of the Company or for common stock of the acquiring company as 
set forth above. 
 
               Other than those provisions relating to the principal economic 
terms of the Rights, any of the provisions of the Rights Agreement may be 
amended by the Board of Directors of the Company prior to the Distribution Date. 
After the Distribution Date, the provisions of the Rights Agreement may be 
amended by the Board of Directors in order to cure any ambiguity, to make 
changes which do not adversely affect the interests of holders of Rights 
(excluding the interests of any Acquiring Person), or to shorten or lengthen any 
time period under the Rights Agreement; provided, however, that no amendment to 
adjust the time period governing redemption shall be made at such time as the 
Rights are not redeemable. 
 
               On July 7, 1999, the Company issued a press release announcing 
the declaration of the Rights dividend pursuant to the Rights Agreement. A copy 
of the press release is filed herewith as Exhibit 99.1 and incorporated herein 
by reference. 
 
               As soon as practicable after July 18, 1999, the Company will mail 
to its stockholders a letter and an accompanying "Summary of Rights to Purchase 
Preferred Stock," a form of which is filed herewith as Exhibit 99.2 and 
incorporated herein by reference. 
 
               The Rights have certain anti-takeover effects and can cause 
substantial dilution to a person or group that acquires 20% of more of the 
Common Stock (other than pursuant to a Permitted Offer) on terms not approved by 
the Board of Directors of the Company. The Rights should not, however, interfere 
with any merger or other business combination that the Board of Directors finds 
to be in the best interests of the Company and its stockholders because the 
Rights can be redeemed by the Board of Directors before the consummation of such 
transaction. 
 
               Separately, the Board of Directors amended the Company's bylaws 
to require that future amendment or repeal of bylaw provisions by stockholders 
may be effected only by the affirmative vote of the holders of a majority of the 
outstanding shares of Common Stock. The same stockholder vote generally is 
required for stockholder approval of changes to the Company's certificate of 
incorporation. The Company's bylaws, as amended through July 7, 1999, are filed 
herewith as Exhibit 3.1. 
 
Item 7.    Financial Statements and Exhibits. 
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                                   SIGNATURES 
 
               Pursuant to the requirements of the Securities Exchange Act of 
1934, the registrant has duly caused this report to be signed on its behalf by 
the undersigned thereunto duly authorized. 
 
                                     APPLIED MATERIALS, INC. 
                                     (Registrant) 
 
Date:  July 16, 1999                 By      /s/   Joseph J. Sweeney 
                                         --------------------------------------- 
                                                   Joseph J. Sweeney 
                                           Vice President, Legal Affairs and 
                                                 Intellectual Property 
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                                     BYLAWS 
 
                                       OF 
 
                             APPLIED MATERIALS, INC. 
 
                                    ARTICLE I 
 
                                     OFFICES 
 
               1.1 Registered Office. The registered office of the 
corporation in the State of Delaware shall be Corporation Trust Center, 1209 
Orange Street, in the City of Wilmington, County of New Castle. The name of the 
registered agent of the corporation at such location is The Corporation Trust 
Company. 
 
               1.2 Other Offices. The corporation may also have offices at 
such other places both within and without the State of Delaware as the board of 
directors may from time to time determine or the business of the corporation may 
require. 
 
                                   ARTICLE II 
 
                                  STOCKHOLDERS 
 
               2.1 Place of Meetings. Meetings of stockholders shall be held 
at such place, either, within or without the State of Delaware, as may be 
designated by the board of directors. In the absence of any such designation, 
stockholders' meetings shall be held at the corporation's principal executive 
offices. 
 
               2.2 Annual Meeting. The annual meeting of stockholders shall 
be held each year on a date and at a time designated by the board of directors. 
At the meeting, directors shall be elected and any other proper business may be 
transacted. 
 
               2.3 Special Meeting. Special meetings of the stockholders may be 
called at any time by the board of directors, or by the chairman of the board, 
or by the president of the corporation. 
 
               If a special meeting is called by any person or persons other 
than the board of directors, the request shall be in writing, specifying the 
time of such meeting and the general nature of the business proposed to be 
transacted, and shall be delivered personally or sent by registered mail or by 
telegraphic or other facsimile transmission to the chairman of the board, the 
president, any vice president, or the secretary of the corporation. No business 
may be transacted at such special meeting otherwise than specified in such 
notice. The officer receiving the request shall cause notice to be promptly 
given to the stockholders entitled to vote, in accordance with the provisions of 
Sections 4 and 5 of this Article II, that a meeting will be held at the time 
requested by the person or persons calling the meeting, not less than 35 nor 
more than 60 days 
 



   5 
 
after the receipt of the request. If the notice is not given within 20 days 
after the receipt of the request, the person or persons requesting the meeting 
may give the notice. Nothing contained in this paragraph of this Section 3 shall 
be construed as limiting, fixing, or affecting the time when a meeting of 
stockholders called by action of the board of directors may be held. 
 
               2.4 Notice of Stockholders' Meetings. All notices of meetings 
with stockholders shall be in writing and shall be sent or otherwise given in 
accordance with Section 2.5 of these bylaws not less than 10 nor more than 60 
days before the date of the meeting to each stockholder entitled to vote at such 
meeting. The notice shall specify the place, date, and hour of the meeting, and, 
in the case of a special meeting, the purpose or purposes for which the meeting 
is called. 
 
               2.5 Advance Notice of Stockholder Nominees. No nominations for 
director of the corporation by any person other than the board of directors 
shall be presented to any meeting of stockholders unless the person making the 
nomination is a record stockholder and shall have delivered a written notice to 
the secretary of the corporation no later than the close of business forty-five 
days prior to the month and day of mailing the prior year's proxy statement. 
Such notice shall (i) set forth the name and address of the person advancing 
such nomination and the nominee, together with such information concerning the 
person making the nomination and the nominee as would be required by the 
appropriate Rules and Regulations of the Securities and Exchange Commission to 
be included in a proxy statement soliciting proxies for the election of such 
nominee, and (ii) shall include the duly executed written consent of such 
nominee to serve as director if elected. 
 
               No proposal by any person other than the board of directors shall 
be submitted for the approval of the stockholders at any regular or special 
meeting of the stockholders of the corporation unless the person advancing such 
proposal shall have delivered a written notice to the secretary of the 
corporation no later than the close of business forty-five days prior to the 
month and day of mailing the prior year's proxy statement. Such notice shall set 
forth the name and address of the person advancing the proposal, any material 
interest of such person in the proposal, and such other information concerning 
the person making such proposal and the proposal itself as would be required by 
the appropriate Rules and Regulations of the Securities and Exchange Commission 
to be included in a proxy statement soliciting proxies for the proposal. 
 
               2.6 Manner of Giving Notice; Affidavit of Notice. Written 
notice of any meeting of stockholders, if mailed, is given when deposited in the 
United States mail, postage prepaid, directed to the stockholder at his address 
as it appears on the records of the corporation. An affidavit of the secretary 
or an assistant secretary or of the transfer agent of the corporation that the 
notice has been given shall, in the absence of fraud, be prima facie evidence of 
the facts stated therein. 
 
               2.7 Quorum. The holders of a majority of the stock issued and 
outstanding and entitled to vote thereat, present in person or represented by 
proxy, shall constitute a quorum at all meetings of the stockholders for the 
transaction of business except as otherwise provided by statute or by the 
certificate of incorporation. Except as otherwise required by law, the 
certificate of incorporation or these bylaws, the affirmative vote of the 
majority of such quorum 
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shall be deemed the act of the stockholders. If, however, such quorum is not 
present or represented at any meeting of the stockholders, then either (i) the 
chairman of the meeting or (ii) the stockholders entitled to vote thereat, 
present in person or represented by proxy, shall have power to adjourn the 
meeting from time to time, without notice other than announcement at the 
meeting, until a quorum is present or represented. At such adjourned meeting at 
which a quorum is present or represented, any business may be transacted that 
might have been transacted at the meeting as originally noticed. 
 
               2.8 Adjourned Meeting; Notice. When a meeting is adjourned to 
another time or place, notice need not be given of the adjourned meeting if the 
time and place thereof are announced at the meeting at which the adjournment is 
taken. At the adjourned meeting the corporation may transact any business that 
might have been transacted at the original meeting. If the adjournment is for 
more than 30 days, or if after the adjournment a new record date is fixed for 
the adjourned meeting, a notice of the adjourned meeting shall be given to each 
stockholder of record entitled to vote at the meeting. 
 
               2.9 Conduct of Business. The chairman of any meeting of 
stockholders shall determine the order of business and the procedure at the 
meeting, including such regulation of the manner of voting and the conduct of 
business. 
 
               2.10 Voting. Except as may be otherwise provided in the 
certificate of incorporation, each stockholder shall be entitled to one vote for 
each share of capital stock held by such stockholder. Voting may be by voice or 
by ballot as the presiding officer of the meeting of the stockholders shall 
determine. On a vote by ballot, each ballot shall be signed by the stockholder 
voting, or by such stockholder's proxy, and shall state the number of shares 
voted. 
 
               2.11 Waiver of Notice. Whenever notice is required to be given 
under any provision of the General Corporation Law of Delaware or of the 
certificate of incorporation or these bylaws, a written waiver thereof, signed 
by the person entitled to notice, whether before or after the time stated 
therein, shall be deemed equivalent to notice. Attendance of a person at a 
meeting shall constitute a waiver of notice of such meeting, except when the 
person attends a meeting for the express purpose of objecting, at the beginning 
of the meeting, to the transaction of any business because the meeting is not 
lawfully called or convened. Neither the business to be transacted at, nor the 
purpose of, any regular or special meeting of the stockholders need be specified 
in any written waiver of notice unless so required by the certificate of 
incorporation or these bylaws. 
 
               2.12 Record Date for Stockholder Notice; Voting; Giving 
Consents. In order that the corporation may determine the stockholders entitled 
to notice of or to vote at any meeting of stockholders or any adjournment 
thereof, or entitled to receive payment of any dividend or other distribution or 
allotment of any rights, or entitled to exercise any rights in respect of any 
change, conversion or exchange of stock or for the purpose of any other lawful 
action, the board of directors may fix, in advance, a record date, which shall 
not be more than 60 nor less than 10 days before the date of such meeting, nor 
more than 60 days prior to any other action. 
 
               If the board of directors does not so fix a record date: 
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               (i) The record date for determining stockholders entitled to 
        notice of or to vote at a meeting of stockholders shall be at the close 
        of business on the day next preceding the day on which notice is given, 
        or, if notice is waived, at the close of business on the day next 
        preceding the day on which the meeting is held. 
 
               (ii) The record date for determining stockholders for any other 
        purpose shall be at the close of business on the day on which the board 
        of directors adopts the resolution relating thereto. 
 
               A determination of stockholders of record entitled to notice of 
or to vote at a meeting of stockholders shall apply to any adjournment of the 
meeting; provided, however, that the board of directors may fix a new record 
date for the adjourned meeting. 
 
               2.13 Proxies. Each stockholder entitled to vote at a meeting of 
stockholders may authorize another person or persons to act for him by a written 
proxy, signed by the stockholder and filed with the secretary of the 
corporation, but no such proxy shall be voted or acted upon after one year from 
its date, unless the proxy provides for a longer period. A proxy shall be deemed 
signed if the stockholder's name is placed on the proxy (whether by manual 
signature, typewriting, telegraphic transmission or otherwise) by the 
stockholder or the stockholder's attorney-in-fact. A duly executed proxy shall 
be irrevocable if it states that it is irrevocable and if, and only as long as, 
it is coupled with an interest sufficient in law to support an irrevocable 
power. A proxy may be made irrevocable regardless of whether the interest with 
which it is coupled is an interest in the stock itself or an interest in the 
corporation generally. 
 
                                   ARTICLE III 
 
                                    DIRECTORS 
 
               3.1 Powers. The business and affairs of the corporation shall 
be managed by or under the direction of the board of directors, except as 
otherwise provided in the General Corporation Law of the State of Delaware or in 
the certificate of incorporation. 
 
               3.2 Number of Directors. The board of directors shall consist 
of eleven persons until changed by a proper amendment of this Section 3.2. 
 
               No reduction of the authorized number of directors shall have the 
effect of removing any director before that director's term of office expires. 
 
               3.3 Election, Qualification and Term of Office of Directors. 
Except as provided in Section 3.4 of these bylaws, directors shall be elected at 
each annual meeting of stockholders. Directors need not be stockholders. Each 
director, including a director elected to fill a vacancy, shall hold office 
until his successor is elected and qualified or until his earlier resignation or 
removal. 
 
               Elections of directors need not be by written ballot. 
 
               3.4 Resignation and Vacancies. Any director may resign at any 
time upon written notice to the attention of the secretary of the corporation. 
When one or more directors so 
 
 
                                       4 
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resigns and the resignation is effective at a future date, a majority of the 
directors then in office, including those who have so resigned, shall have power 
to fill such vacancy or vacancies, the vote thereon to take effect when such 
resignation or resignations shall become effective, and each director so chosen 
shall hold office as provided in this section in the filling of other vacancies. 
 
               Vacancies and newly created directorships resulting from any 
increase in the authorized number of directors elected by all of the 
stockholders having the right to vote as a single class may be filled by a 
majority of the directors then in office, although less than a quorum, or by a 
sole remaining director. 
 
               Whenever the holders of any class or classes of stock or series 
thereof are entitled to elect one or more directors by the provisions of the 
certificate of incorporation, vacancies and newly created directorships of such 
class or classes or series may be filled by a majority of the directors elected 
by such class or classes or series thereof then in office, or by a sole 
remaining director so elected. 
 
               If at any time, by reason of death or resignation or other cause, 
the corporation should have no directors in office, then any officer or any 
stockholder or an executor, administrator, trustee or guardian of a stockholder, 
or other fiduciary entrusted with like responsibility for the person or estate 
of a stockholder, may call a special meeting of stockholders in accordance with 
the provisions of the certificate of incorporation or these bylaws, or may apply 
to the Court of Chancery for a decree summarily ordering an election as provided 
in Section 211 of the General Corporation Law of Delaware. 
 
               If, at the time of filling any vacancy or any newly created 
directorship, the directors then in office constitute less than a majority of 
the whole board (as constituted immediately prior to any such increase), then 
the Court of Chancery may, upon application of any stockholder or stockholders 
holding at least ten percent (10%) of the total number of the shares at the time 
outstanding having the right to vote for such directors, summarily order an 
election to be held to fill any such vacancies or newly created directorships, 
or to replace the directors chosen by the directors then in office as aforesaid, 
which election shall be governed by the provisions of Section 211 of the General 
Corporation Law of Delaware as far as applicable. 
 
               The stockholders may elect a director at any time to fill any 
vacancy not filled by the directors. 
 
               If a vacancy is the result of action taken by the shareholders 
under Section 3.13 of these bylaws, then the vacancy shall be filled by the 
holders of a majority of the shares then entitled to vote at an election of 
directors. 
 
               3.5 Place of Meetings; Meetings by Telephone. The board of 
directors of the corporation may hold meetings, both regular and special, either 
within or outside the State of Delaware. 
 
               Members of the board of directors, or any committee designated by 
the board of directors, may participate in a meeting of the board of directors, 
or any committee, by means of conference telephone or similar communications 
equipment by means of which all persons 
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participating in the meeting can hear each other, and participation in a meeting 
pursuant to this bylaw shall constitute presence in person at the meeting. 
 
               3.6 Regular Meetings. Regular meetings of the board of 
directors may be held without notice at such time and at such place as shall 
from time to time be determined by the board. 
 
               3.7 Special Meetings; Notice. Special meetings of the board of 
directors for any purpose or purposes may be called at any time by the chairman 
of the board, the president, any vice president, the secretary or any two 
directors. 
 
               Notice of the time and place of special meetings shall be 
delivered personally or by telephone to each director or sent by first-class 
mail or telegram, charges prepaid, addressed to each director at that director's 
address as it is shown on the records of the corporation. If the notice is 
mailed, it shall be deposited in the United States mail at least four days 
before the time of the holding of the meeting. If the notice is delivered 
personally or by telephone or by telegram, it shall be delivered personally or 
by telephone or to the telegraph company at least 48 hours before the time of 
the holding of the meeting. Any oral notice given personally or by telephone may 
be communicated either to the director or to a person at the office of the 
director who the person giving the notice has reason to believe will promptly 
communicate it to the director. The notice need not specify the purpose or the 
place of the meeting, if the meeting is to be held at the principal executive 
office of the corporation. 
 
               3.8 Quorum. At all meetings of the board of directors, a 
majority of the authorized number of directors shall constitute a quorum for the 
transaction of business and the act of a majority of the directors present at 
any meeting at which there is a quorum shall be the act of the board of 
directors, except as may be otherwise specifically provided by statute or by the 
certificate of incorporation. If a quorum is not present at any meeting of the 
board of directors, then the directors present thereat may adjourn the meeting 
from time to time, without notice other than the announcement at the meeting, 
until a quorum is present. 
 
               A meeting at which a quorum is initially present may continue to 
transact business notwithstanding the withdrawal of directors, if any action 
taken is approved by at least a majority of the required quorum for that 
meeting. 
 
               3.9 Waiver of Notice. Whenever notice is required to be given 
under any provision of the General Corporation Law of Delaware or of the 
certificate of incorporation or these bylaws, a written waiver thereof, signed 
by the person entitled to notice, whether before or after the time stated 
therein, shall be deemed equivalent to notice. Attendance of a person at a 
meeting shall constitute a waiver of notice of such meeting, except when the 
person attends a meeting for the express purpose of objecting, at the beginning 
of the meeting, to the transaction of any business because the meeting is not 
lawfully called or convened. Neither the business to be transacted at, nor the 
purpose of, any regular or special meeting of the directors, or members of a 
committee of directors, need be specified in any written waiver of notice unless 
so required by the certificate of incorporation or these bylaws. 
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               3.10 Board Action by Written Consent Without a Meeting. Any 
action required or permitted to be taken at any meeting of the board of 
directors, or of any committee thereof, may be taken without a meeting if all 
members of the board or committee, as the case may be, consent thereto in 
writing and the writing or writings are filed with the minutes of proceedings of 
the board or committee. 
 
               3.11 Fees and Compensation of Directors. The board of directors 
shall have the authority to fix the compensation of directors. 
 
               3.12 Approval of Loans to Officers. The corporation may lend 
money to, or guarantee any obligations of, or otherwise assist any officer or 
other employee of the corporation or any of its subsidiaries, including any 
officer or employee who is a director of the corporation or any of its 
subsidiaries, whenever, in the judgment of the directors, such loan, guaranty or 
assistance, or an employee benefit or employee financial assistance plan adopted 
by the board of directors or any committee thereof authorizing any such loan, 
guaranty or assistance, may reasonably be expected to benefit the corporation. 
The loan, guaranty or other assistance may be with or without interest and may 
be unsecured, or secured in such a manner as the board of directors shall 
approve, including, without limitation, a pledge of shares of stock of the 
corporation. Nothing in this section contained shall be deemed to deny, limit or 
restrict the powers of guaranty or warranty of the corporation at common law or 
under any statute. 
 
               3.13 Removal of Directors. Any director or the entire board of 
directors may be removed, with or without cause, by the holders of a majority of 
the shares then entitled to vote at an election of directors. 
 
               No reduction of the authorized number of directors shall have the 
effect of removing any director prior to the expiration of such director's term 
of office. 
 
               3.14 Chairman of the Board of Directors. The corporation may 
also have, at the discretion of the board of directors, a chairman of the board 
of directors who may be considered an officer of the corporation. 
 
                                   ARTICLE IV 
 
                                   COMMITTEES 
 
               4.1 Committees of Directors. The board of directors may, by 
resolution passed by a majority of the whole board, designate one or more 
committees, each committee to consist of one or more of the directors of the 
corporation. The board may designate one or more directors as alternate members 
of any committee, who may replace any absent or disqualified member at any 
meeting of the committee. In the absence or disqualification of a member of a 
committee, the member or members present at any meeting and not disqualified 
from voting, whether or not he or they constitute a quorum, may unanimously 
appoint another member of the board of directors to act at the meeting in the 
place of any such absent or disqualified member. Any such committee, to the 
extent provided in the resolution of the board of directors, or in the bylaws of 
the corporation, shall have and may exercise all the powers and authority of the 
board of directors in the management of the business and affairs of the 
corporation, and may authorize 
 
 
 
                                       7 



   11 
 
the seal of the corporation to be affixed to all papers which may require it; 
but no such committee shall have the power or authority in reference to amending 
the certificate of incorporation (except that a committee may, to the extent 
authorized in the resolution or resolutions providing for the issuance of shares 
of stock adopted by the board of directors as provided in Section 151(a) of the 
General Corporation Law of Delaware, fix the designations and any of the 
preferences or rights of such shares relating to dividends, redemption, 
dissolution, any distribution of assets of the corporation or the conversion 
into, or the exchange of such shares for, shares of any other class or classes 
or any other series of the same or any other class or classes of stock of the 
corporation, or fix the number of shares of any series of stock or authorize the 
increase or decrease of the shares of any series), adopting an agreement of 
merger or consolidation under Sections 251 or 252 of the General Corporation Law 
of Delaware, recommending to the stockholders the sale, lease or exchange of all 
or substantially all of the corporation's property and assets, recommending to 
the stockholders a dissolution of the corporation or a revocation of a 
dissolution, or amending the bylaws of the corporation; and, unless the 
resolution, bylaws or certificate of incorporation expressly so provides, no 
such committee shall have the power or authority to declare a dividend, to 
authorize the issuance of stock, or to adopt a certificate of ownership and 
merger pursuant to Section 253 of the General Corporation Law of Delaware. 
 
               4.2 Committee Minutes. Each committee shall keep regular 
minutes of its meetings and report the same to the board of directors when 
required. 
 
               4.3 Meetings and Action of Committees. Meetings and actions of 
committees shall be governed by, and held and taken in accordance with, the 
provisions of Article III of these bylaws, Section 3.5 (place of meetings and 
meetings by telephone), Section 3.6 (regular meetings), Section 3.7 (special 
meetings and notice), Section 3.8 (quorum), Section 3.9 (waiver of notice), and 
Section 3.10 (action without a meeting), with such changes in the context of 
those bylaws as are necessary to substitute the committee and its members for 
the board of directors and its members; provided, however, that the time of 
regular meetings of committees may be determined either by resolution of the 
board of directors or by resolution of the committee, that special meetings of 
committees may also be called by resolution of the board of directors and that 
notice of special meetings of committees shall also be given to all alternate 
members, who shall have the right to attend all meetings of the committee. The 
board of directors may adopt rules for the government of any committee not 
inconsistent with the provisions of these bylaws. 
 
                                    ARTICLE V 
 
                                    OFFICERS 
 
               5.1 Officers. The officers of the corporation shall be a 
president, a chief financial officer (who may be a vice president or treasurer 
of the corporation) and a secretary. The corporation may also have, at the 
discretion of the board of directors, a chairman of the board of directors, one 
or more senior vice presidents and one or more other officers. One or more 
officers may be appointed in accordance with the provisions of Section 5.3 of 
these bylaws. Any number of offices may be held by the same person. 
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               5.2 Election of Officers. The officers of the corporation, 
except such officers as may be appointed in accordance with the provisions of 
Sections 5.3 or 5.5 of these bylaws, shall be elected by the board of directors. 
 
               5.3 Appointed Officers. The chief executive officer of the 
corporation, or such other officer as the board of directors shall select, may 
appoint, or the board of directors may appoint, such officers and agents of the 
corporation as, in his or their judgment, are necessary to conduct the business 
of the corporation. Each such officer shall hold office for such period, have 
such authority, and perform such duties as are provided in these bylaws or as 
the board of directors or the chief executive officer may from time to time 
determine. 
 
               5.4 Removal and Resignation of Officers. Any officer may be 
removed, either with or without cause, by an affirmative vote of the majority of 
the board of directors at any regular or special meeting of the board or, except 
in the case of an officer elected by the board of directors, by the chief 
executive officer or such other officer upon whom such power of removal may be 
conferred by the board of directors. 
 
               Any officer may resign at any time by giving written notice to 
the corporation. Any resignation shall take effect at the date of the receipt of 
that notice or at any later time specified in that notice; and, unless otherwise 
specified in that notice, the acceptance of the resignation shall not be 
necessary to make it effective. Any resignation is without prejudice to the 
rights, if any, of the corporation under any contract to which the officer is a 
party. 
 
               5.5 Vacancies in Offices. Any vacancy occurring in any office 
of the corporation shall be filled by the board of directors, except for 
vacancies in the offices of subordinate officers which may be filled pursuant to 
Section 5.3 hereof. 
 
               5.6 Chairman of the Board. The chairman of the board, if such 
an officer be elected, shall, if present, preside at meetings of the board of 
directors and the stockholders and exercise and perform such other powers and 
duties as may be from time to time assigned by the board of directors or 
prescribed by the bylaws. 
 
               5.7 President. Subject to such supervisory powers, if any, as 
may be given by the board of directors to the chairman of the board, the 
president shall be the chief executive officer of the corporation and shall, 
subject to the control of the board of directors, have general supervision, 
direction, and control of the business and the officers of the corporation. In 
the absence or nonexistence of a chairman of the board, he shall preside at all 
meetings of the stockholders and at all meetings of the board of directors. He 
shall have the general powers and duties of management usually vested in the 
office of president of a corporation and shall have such other powers and duties 
as may be prescribed by the board of directors or these bylaws. 
 
               5.8 Senior Vice Presidents and Vice Presidents. In the absence or 
disability of the president, the vice presidents, if any, in order of their rank 
as fixed by the board of directors or, if not ranked, a vice president 
designated by the board of directors, shall perform all the duties of the 
president and when so acting shall have all the powers of, and be subject to all 
the restrictions upon, the president. The vice presidents shall have such other 
powers and perform 
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such other duties as from time to time may be prescribed for them respectively 
by the board of directors, these bylaws, the president or the chairman of the 
board. 
 
               5.9 Secretary. The secretary shall keep or cause to be kept, 
at the principal executive office of the corporation or such other place as the 
board of directors may direct, a book of minutes of all meetings and actions of 
directors, committees of directors, and stockholders. The minutes shall show the 
time and place of each meeting, the names of those present at directors' 
meetings or committee meetings, the number of shares present or represented at 
stockholders' meetings, and the proceedings thereof. 
 
               The secretary shall keep, or cause to be kept, at the principal 
executive office of the corporation or at the office of the corporation's 
transfer agent or registrar, as determined by resolution of the board of 
directors, a share register, or a duplicate share register, showing the names of 
all stockholders and their addresses, the number and classes of shares held by 
each, the number and date of certificates evidencing such shares, and the number 
and date of cancellation of every certificate surrendered for cancellation. 
 
               The secretary shall give, or cause to be given, notice of all 
meetings of the stockholders and of the board of directors required to be given 
by law or by these bylaws. He shall keep the seal of the corporation, if one be 
adopted, in safe custody and shall have such other powers and perform such other 
duties as may be prescribed by the board of directors or by these bylaws. 
 
               5.10 Chief Financial Officer. The chief financial officer shall 
keep and maintain, or cause to be kept and maintained, adequate and correct 
books and records of accounts of the properties and business transactions of the 
corporation, including accounts of its assets, liabilities, receipts, 
disbursements, gains, losses, capital retained earnings, and shares. The books 
of account shall at all reasonable times be open to inspection by any director. 
 
               The chief financial officer shall deposit all moneys and other 
valuables in the name and to the credit of the corporation with such 
depositories as may be designated by the board of directors. He shall disburse 
the funds of the corporation as may be ordered by the board of directors, shall 
render to the president and directors, whenever they request it, an account of 
all his transactions as chief financial officer and of the financial condition 
of the corporation, and shall have other powers and perform such other duties as 
may be prescribed by the board of directors or the bylaws. 
 
               5.11 Representation of Shares of Other Corporations. The 
chairman of the board, the president, any vice president, the treasurer, the 
secretary or assistant secretary of this corporation, or any other person 
authorized by the board of directors or the president or a vice president, is 
authorized to vote, represent, and exercise on behalf of this corporation all 
rights incident to any and all shares of any other corporation or corporations 
standing in the name of this corporation. The authority granted herein may be 
exercised either by such person directly or by any other person authorized to do 
so by proxy or power of attorney duly executed by such person having the 
authority. 
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               5.12 Authority and Duties of Officers. In addition to the 
foregoing authority and duties, all officers of the corporation shall 
respectively have such authority and perform such duties in the management of 
the business of the corporation as may be designated from time to time by the 
board of directors. 
 
                                   ARTICLE VI 
 
                               RECORDS AND REPORTS 
 
               6.1 Maintenance and Inspection of Records. The corporation 
shall, either at its principal executive offices or at such place or places as 
designated by the board of directors, keep a record of its stockholders listing 
their names and addresses and the number and class of shares held by each 
stockholder, a copy of these bylaws as amended to date, accounting books, and 
other records. 
 
               Any stockholder of record, in person or by attorney or other 
agent, shall, upon written demand under oath stating the purpose thereof, have 
the right during the usual hours for business to inspect for any proper purpose 
the corporation's stock ledger, a list of its stockholders, and its other books 
and records and to make copies or extracts therefrom. A proper purpose shall 
mean a purpose reasonably related to such person's interest as a stockholder. In 
every instance where an attorney or other agent is the person who seeks the 
right to inspection, the demand under oath shall be accompanied by a power of 
attorney or such other writing that authorizes the attorney or other agent to so 
act on behalf of the stockholder. The demand under oath shall be directed to the 
corporation at its registered office in Delaware or at its principal place of 
business. 
 
               6.2 Inspection by Directors. Any director shall have the right 
to examine the corporation's stock ledger, a list of its stockholders, and its 
other books and records for a purpose reasonably related to his position as a 
director. The Court of Chancery is hereby vested with the exclusive jurisdiction 
to determine whether a director is entitled to the inspection sought. The Court 
may summarily order the corporation to permit the director to inspect any and 
all books and records, the stock ledger, and the stock list and to make copies 
or extracts therefrom. The Court may, in its discretion, prescribe any 
limitations or conditions with reference to the inspection, or award such other 
and further relief as the Court may deem just and proper. 
 
                                   ARTICLE VII 
 
                                 GENERAL MATTERS 
 
               7.1 Execution of Corporate Contracts and Instruments. The 
board of directors, except as otherwise provided in these bylaws, may authorize 
any officer or officers, or agent or agents, to enter into any contract or 
execute any instrument in the name of and on behalf of the corporation; such 
authority may be general or confined to specific instances. Unless so authorized 
or ratified by the board of directors or within the agency power of an officer, 
no officer, agent or employee shall have any power or authority to bind the 
corporation by any contract or engagement or to pledge its credit or to render 
it liable for any purpose or for any amount. 
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               7.2 Stock Certificates; Partly Paid Shares. The shares of a 
corporation shall be represented by certificates, provided that the board of 
directors of the corporation may provide by resolution or resolutions that some 
or all of any or all classes or series of its stock shall be uncertificated 
shares. Any such resolution shall not apply to shares represented by a 
certificate until such certificate is surrendered to the corporation. 
Notwithstanding the adoption of such a resolution by the board of directors, 
every holder of stock represented by certificates and upon request every holder 
of uncertificated shares shall be entitled to have a certificate signed by, or 
in the name of the corporation by the chairman or vice-chairman of the board of 
directors, or the president or vice president, and by the chief financial 
officer, the treasurer, or an assistant treasurer, or the secretary or an 
assistant secretary of such corporation representing the number of shares 
registered in certificate form. Any or all of the signatures on the certificate 
may be a facsimile. In case any officer, transfer agent or registrar who has 
signed or whose facsimile signature has been placed upon a certificate shall 
have ceased to be such officer, transfer agent or registrar before such 
certificate is issued, it may be issued by the corporation with the same effect 
as if he were such officer, transfer agent or registrar at the date of issue. 
 
               The corporation may issue the whole or any part of its shares as 
partly paid and subject to call for the remainder of the consideration to be 
paid therefor. Upon the face or back of each stock certificate issued to 
represent any such partly paid shares, or upon the books and records of the 
corporation in the case of uncertificated partly paid shares, the total amount 
of the consideration to be paid therefor and the amount paid thereon shall be 
stated. Upon the declaration of any dividend on fully paid shares, the 
corporation shall declare a dividend upon partly paid shares of the same class, 
but only upon the basis of the percentage of the consideration actually paid 
thereon. 
 
               7.3 Special Designation on Certificates. If the corporation is 
authorized to issue more than one class of stock or more than one series of any 
class, then the powers, the designations, the preferences, and the relative, 
participating, optional or other special rights of each class of stock or series 
thereof and the qualifications, limitations or restrictions of such preferences 
and/or rights shall be set forth in full or summarized on the face or back of 
the certificate that the corporation shall issue to represent such class or 
series of stock; provided, however, that, except as otherwise provided in 
Section 202 of the General Corporation Law of Delaware, in lieu of the foregoing 
requirements there may be set forth on the face or back of the certificate that 
the corporation shall issue to represent such class or series of stock a 
statement that the corporation will furnish without charge to each stockholder 
who so requests the powers, the designations, the preferences, and the relative, 
participating, optional or other special rights of each class of stock or series 
thereof and the qualifications, limitations or restrictions of such preferences 
and/or rights. 
 
               7.4 Lost Certificates. The corporation may issue a new 
certificate of stock or uncertificated shares in the place of any certificate 
theretofore issued by it, alleged to have been lost, stolen or destroyed, and 
the corporation may require the owner of the lost, stolen or destroyed 
certificate, or his legal representative to give the corporation a bond 
sufficient to indemnify it against any claim that may be made against it on 
account of the alleged loss, theft or destruction of any such certificate or the 
issuance of such new certificate or uncertified shares. 
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               7.5 Construction; Definitions. Unless the context requires 
otherwise, the general provisions, rules of construction, and definitions in the 
Delaware General Corporation Law shall govern the construction of these bylaws. 
Without limiting the generality of this provision, the singular number includes 
the plural, the plural number includes the singular, and the term "person" 
includes both a corporation and a natural person. 
 
               7.6 Dividends. The directors of the corporation, subject to 
any restrictions contained in the General Corporation Law of Delaware or the 
certificate of incorporation, may declare and pay dividends upon the shares of 
its capital stock. Dividends may be paid in cash, in property, or in shares of 
the corporation's capital stock. 
 
               The directors of the corporation may set apart out of any of the 
funds of the corporation available for dividends a reserve or reserves for any 
proper purpose and may abolish any such reserve. 
 
               7.7 Fiscal Year. The fiscal year of the corporation shall be 
fixed by resolution of the board of directors and may be changed by the board of 
directors. 
 
               7.8 Seal. The board of directors may adopt a corporate seal, 
and may use the same by causing it or a facsimile thereof, to be impressed or 
affixed or in any other manner reproduced. 
 
                                  ARTICLE VIII 
 
                                   AMENDMENTS 
 
               8.1 Amendments. The bylaws of the corporation may be altered, 
amended or repealed or new bylaws may be adopted by either the (i) board of 
directors or (ii) stockholders upon the affirmative vote of the holders of not 
less than a majority of the total voting power of all issued and outstanding 
shares of stock in this corporation entitled to vote thereon. 
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                                                                    EXHIBIT 99.1 
 
APPLIED MATERIALS 
 
Release:       Immediate 
Contact:       Carolyn Schwartz (investment community) 
               (408) 748-5227 
               Jeffrey Lettes (editorial/media) 
               (408) 563-5161 
 
                    APPLIED MATERIALS ADOPTS NEW STOCKHOLDER 
 
                       RIGHTS PLAN TO REPLACE EXPIRED PLAN 
 
               SANTA CLARA, California, July 7, 1999 - Applied Materials, Inc. 
today announced that it has adopted a new stockholder rights plan to replace the 
plan that expired last month. Like the expired plan, the new plan is designed to 
protect long-term value for stockholders by preventing or deterring coercive or 
unfair takeover tactics and strengthening the Board of Directors' ability to 
respond to an unsolicited takeover bid. 
 
               Consistent with the commitment made in Applied Materials' 1999 
Annual Meeting proxy statement, the new plan includes a "Three-Year Independent 
Director Evaluation" provision. Pursuant to this feature, a newly created 
committee of the Board of Directors, composed only of independent directors, 
will review the new plan at least every three years. This committee will 
communicate its conclusions to the full Board of Directors after each review, 
including any recommendation as to whether the plan should be modified or the 
rights issued under the plan should be redeemed. 
 
               The plan is similar to stockholder rights plans adopted by over 
2,200 publicly held companies. The plan was not adopted in response to any 
specific effort to acquire control of Applied Materials, and Applied Materials 
is not aware of any such effort. 
 
               The issuance of the rights has no dilutive effect and will not 
affect reported earnings per share, will not be taxable to the stockholders or 
to Applied Materials and will not change the way in which stockholders can 
currently trade Applied Materials common stock. 
 
               Under the new plan, if any person or group acquires 20 percent or 
more of Applied Materials' outstanding common stock, other than pursuant to a 
tender offer for all shares approved by the Board, each right not owned by such 
person or group will entitle its holder to purchase Applied Materials' common 
stock having a market value equal to twice the exercise price of $375. In 
addition, if Applied Materials is acquired through a merger or other business 
combination transaction or sells more than 50 percent of its assets, in certain 
instances after the rights have been triggered, rights that have not previously 
been exercised (except rights held by the person or related parties whose stock 
ownership 
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triggered the rights) will entitle the holder to purchase common shares of the 
acquiring company having a market value equal to twice the exercise price. 
 
               In order to implement the new plan, the Board of Directors has 
declared a dividend distribution of the rights. The distribution will be payable 
to stockholders of record as of July 18, 1999. Applied Materials may redeem the 
rights at $.01 per right at any time until the tenth business day following the 
announcement that a 20 percent position has been acquired. Unless earlier 
redeemed, the rights will expire on July 6, 2009. A letter describing the rights 
will be mailed to all Applied Materials stockholders shortly. 
 
               Separately, the Board of Directors amended Applied Materials' 
bylaws to require that future amendment or repeal of bylaw provisions by 
stockholders may be effected only by the affirmative vote of the holders of a 
majority of the outstanding shares of Applied Materials common stock. The same 
stockholder vote is required for stockholder approval of changes to Applied 
Materials' certificate of incorporation. 
 
               Applied Materials, Inc. is a Fortune 500 global growth company 
and the world's largest supplier of wafer fabrication systems and services to 
the global semiconductor industry. Applied Materials is traded on the Nasdaq 
National Market under the symbol, "AMAT." Applied Materials' website is 
http://www.appliedmaterials.com. 
 
               The Company assumes no obligation to update the information in 
this press release. 
 
                                       ### 
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                                                                    EXHIBIT 99.2 
 
July 19, 1999 
 
Dear Applied Materials Stockholder: 
 
        In order to preserve and maximize the long-term value of Applied 
Materials, Inc., your Board of Directors has approved a new stockholder rights 
plan (the "Plan"). The Plan is designed to prevent or deter coercive or unfair 
takeover tactics and to strengthen your Board's ability to respond to an 
unsolicited takeover bid. Enclosed is a summary description that outlines the 
principal features of the Plan. We urge you to read it carefully. 
 
        Your Board first adopted a stockholder rights plan ten years ago. This 
plan recently expired. Your Board of Directors adopted the new Plan after 
carefully considering the current takeover environment, including takeover 
activity in the high technology industry. We continue to believe that a 
stockholder rights plan is extremely valuable in helping the Board maximize 
stockholder value in the event that Applied Materials receives a takeover bid. 
We also continue to believe that a stockholder rights plan is necessary to 
discourage unfair takeover tactics. 
 
        Consistent with the commitment we made in our 1999 Annual Meeting proxy 
statement, our new Plan includes a "Three-Year Independent Director Evaluation" 
provision. Pursuant to this feature, a newly created committee of your Board, 
composed only of independent directors, will review the Plan at least every 
three years. This committee will communicate its conclusions to the full Board 
after each review, including any recommendation as to whether the Plan should be 
modified or the rights issued under the Plan should be redeemed. 
 
        The Plan provides that stockholders of record on July 18, 1999 will 
receive one right for each share of Applied Materials common stock. Also, each 
share of Applied Materials common stock issued after that date will be issued 
with one right attached. The Plan is similar to stockholder rights plans adopted 
by over 2,200 publicly held companies. The Plan was not adopted in response to 
any specific effort to acquire control of Applied Materials, and we are not 
aware of any such effort. 
 
        Under the Plan, if any person or group acquires 20 percent or more of 
Applied Materials' outstanding common stock, other than pursuant to a tender 
offer for all shares approved by the Board, each right not owned by such person 
or group will entitle its holder to purchase, at an exercise price of $375, 
Applied Materials common stock with a market value of twice the exercise price. 
In addition, if Applied Materials is acquired through a merger or other business 
combination or sells more than 50 percent of its assets, in certain instances 
after the rights have been triggered, rights that have not previously been 
exercised (except rights held by the person or related parties whose stock 
ownership triggered the rights) will entitle the holder to purchase common 
shares of the acquiring company having a market value equal to twice the 
exercise price. 
 
        Until the occurrence of these events or the commencement of a tender 
offer for 20 percent or more of Applied Materials' outstanding common stock, the 
rights will not be 
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exercisable and no certificates for rights will be sent to stockholders. The 
rights will expire on July 6, 2009 and, in certain circumstances, are subject to 
amendment or redemption by the Board of Directors at $.01 per right. 
 
        The issuance of the rights has no dilutive effect, and will not affect 
reported earnings per share, will not be taxable to you or to Applied Materials 
and will not change the way in which you can currently trade Applied Materials' 
common stock. The issuance of the rights does not require any action on your 
part at this time. 
 
        Separately, your Board amended Applied Materials' bylaws to require that 
future amendment or repeal of bylaw provisions by stockholders may be effected 
only by the affirmative vote of the holders of a majority of the outstanding 
shares of Applied Materials common stock. The same stockholder vote generally is 
required for stockholder approval of changes to Applied Materials' certificate 
of incorporation. 
 
        On behalf of the Board of Directors, we want to thank you for your 
continued support. 
 
                                             Sincerely, 
 
                                             James C. Morgan 
 
 
 
                                       2 
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                          SUMMARY OF RIGHTS TO PURCHASE 
                                 PREFERRED STOCK 
 
               On July 7, 1999, the Board of Directors of Applied Materials, 
Inc. (the "Company") declared a dividend distribution of one Right for each 
outstanding share of common stock, par value $.01 per share (the "Common 
Stock"), of the Company to stockholders of record at the close of business on 
July 18, 1999 (the "Record Date"). Each Right entitles the registered holder to 
purchase from the Company one ten-thousandth (1/10,000) of a share of Series A 
Junior Participating Preferred Stock, par value $.01 per share ("Preferred 
Stock"), at a price of $375 per one ten-thousandth of a share of Preferred Stock 
(the "Exercise Price"), subject to adjustment. The description and terms of the 
Rights are set forth in a Rights Agreement (the "Rights Agreement") between the 
Company and Harris Trust and Savings Bank, as Rights Agent. 
 
               Initially, the Rights will be evidenced by the Common Stock 
certificates representing shares then outstanding and no separate Right 
certificates will be distributed. The Rights will be exercisable, and 
transferable apart from the shares of Common Stock, on the earlier to occur of 
(i) 10 business days following a public announcement that a person or group of 
affiliated or associated persons has acquired, or has obtained the right to 
acquire (an "Acquiring Person"), beneficial ownership of 20% or more of the 
outstanding shares of Common Stock (the "Stock Acquisition Date"), or (ii) 10 
business days following the commencement of (or a public announcement of an 
intention to make) a tender offer or exchange offer if, upon consummation 
thereof, the person who commenced the offer would be an Acquiring Person (the 
earlier of such dates being called the "Distribution Date"). The foregoing time 
periods are subject to extension as set forth in the Rights Agreement. After the 
occurrence of an event set forth in clause (ii) above, Rights will become 
exercisable for fractions of shares of Preferred Stock at the Exercise Price per 
one ten-thousandth of a share of Preferred Stock. After the occurrence of an 
event set forth in clause (i) above, the Rights will become exercisable as set 
forth below. 
 
               After the Record Date and until the Distribution Date (or earlier 
redemption or expiration of the Rights), new Common Stock certificates issued 
upon transfer or new issuance of the Common Stock will contain a notation 
incorporating the Rights Agreement by reference. Until the Distribution Date (or 
earlier redemption or expiration of the Rights), the surrender for transfer of 
any certificates for Common Stock outstanding as of the Record Date will also 
constitute the transfer of the Rights associated with the Common Stock 
represented by such certificate. As soon as practicable following the 
Distribution Date, separate certificates evidencing the Rights ("Right 
Certificates") will be mailed to each holder of record of the Common Stock as of 
the close of business on the Distribution Date and, thereafter, such separate 
Right Certificates alone will evidence the Rights. 
 
               The Rights are not exercisable until the Distribution Date and 
will expire at the close of business on July 6, 2009, unless earlier redeemed by 
the Company as described below. 
 
               As soon as practicable after the Distribution Date, Right 
Certificates will be mailed to holders of record of the Common Stock as of the 
close of business on the Distribution Date and, thereafter, the separate Right 
Certificates alone will represent the Rights. Except as 
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otherwise determined by the Board of Directors, only shares of Common Stock 
issued prior to the Distribution Date will be issued with Rights. 
 
               In the event that any person or group becomes the beneficial 
owner of 20% or more of the then outstanding shares of Common Stock (other than 
as a result of a tender or exchange offer for all shares of the Common Stock at 
a price determined by a majority of the directors who are not representatives, 
nominees, affiliates or associates of an Acquiring Person, after receiving 
advice from one or more nationally recognized investment banking firms selected 
by such directors, to be fair and adequate to the stockholders, and otherwise in 
the best interests of the Company and its stockholders (a "Permitted Offer")), 
the Rights Agreement provides that proper provision shall be made so that each 
holder of a Right will thereafter have the right to receive, for a 90-day period 
(the "Exercise Period"), upon exercise, Common Stock (or, under certain 
circumstances, cash, preferred stock or other securities of the Company) having 
a market value equal to two times the exercise price paid (i.e., at a 50% 
discount). Following the occurrence of this event, any Rights that are, or 
(under certain circumstances specified in the Rights Agreement) were, 
beneficially owned by any Acquiring Person shall immediately become null and 
void. However, Rights generally are not exercisable following the occurrence of 
such an event until such time as the Rights are no longer redeemable by the 
Company as set forth below. Further, Rights generally are exercisable only after 
the effectiveness of a registration statement for the Common Stock under the 
Securities Act of 1933. 
 
               In the event that, at any time after any person or group becomes 
the beneficial owner of 20% or more of the then outstanding shares of Common 
Stock (other than as a result of a Permitted Offer), (i) the Company engages in 
a merger or other business combination transaction in which the Company is not 
the surviving corporation (other than following a Permitted Offer), (ii) the 
Company engages in a merger or other business combination transaction with 
another person in which the Company is the surviving corporation, but in which 
its Common Stock is changed or exchanged (other than following a Permitted 
Offer), or (iii) 50% or more of the Company's assets or earning power (on a 
consolidated basis) is sold or transferred, the Rights Agreement provides that 
proper provision shall be made so that each holder of a Right (except Rights 
which previously have been voided as set forth above) shall thereafter have the 
right to receive, upon the exercise thereof at the then current exercise price 
of the Right, common stock of the acquiring company having a market value equal 
to two times the exercise price paid (i.e., at a 50% discount). The events 
described in this paragraph are defined as "Triggering Events." 
 
               The Exercise Price payable, and the number of shares of Preferred 
Stock or other securities or property issuable, upon exercise of the Rights are 
subject to adjustment from time to time to prevent dilution (i) in the event of 
a stock dividend on, or a subdivision, combination or reclassification of, the 
Preferred Stock, (ii) upon the grant to holders of the Preferred Stock of 
certain rights or warrants to subscribe for Preferred Stock or convertible 
securities at less than the current market price of the Preferred Stock, or 
(iii) upon the distribution to holders of the Preferred Stock of evidences of 
indebtedness or assets (excluding regular quarterly cash dividends) or of 
subscription rights or warrants (other than those referred to above). Provision 
is made for similar anti-dilution adjustments with respect to the Common Stock. 
 
               With certain exceptions, no adjustment in the Exercise Price will 
be required until 
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cumulative adjustments require an adjustment of at least 1% in such Exercise 
Price. No fractional shares of Preferred Stock will be issued (except fractions 
which are integral multiples of one ten-thousandth of a share of Preferred 
Stock) and, in lieu thereof, an adjustment in cash will be made based on the 
market price of the Preferred Stock on the last trading date prior to the date 
of exercise. 
 
               At any time after the date of the Rights Agreement until 10 
business days (or such later date as the Board of Directors of the Company may 
determine) following the Stock Acquisition Date, the Company may redeem the 
Rights in whole, but not in part, at a price of $.01 per Right (the "Redemption 
Price"), payable in cash, Common Stock or other consideration deemed appropriate 
by the Board of Directors. Thereafter, the Company's right of redemption may be 
reinstated if the Exercise Period has expired, no Triggering Event has occurred 
and an Acquiring Person reduces his beneficial ownership to 5% or less of the 
outstanding shares of Common Stock in a transaction or series of transactions 
not involving the Company and there are no other Acquiring Persons. Immediately 
upon the action of the Board of Directors of the Company ordering redemption of 
the Rights, the Rights will terminate and the only right of the holders of 
Rights will be to receive the Redemption Price. 
 
               The Rights Agreement includes a "TIDE" (Three-year Independent 
Director Evaluation) provision. Under the TIDE provision, the Board of 
Directors' Stockholder Rights Plan Committee composed of independent directors 
will review the Rights Plan periodically (at least every three years). This 
committee will communicate its conclusions to the full Board of Directors after 
each review, including any recommendation as to whether the Rights Plan should 
be modified or the Rights should be redeemed. 
 
               Until a Right is exercised, the holder thereof, as such, will 
have no rights as a stockholder of the Company, including, without limitation, 
the right to vote or to receive dividends. While the distribution of the Rights 
will not be taxable to the stockholders or the Company, the stockholders may, 
depending upon the circumstances, recognize taxable income in the event that the 
Rights become exercisable for Preferred Stock (or other consideration) of the 
Company or for common stock of the acquiring company as set forth above. 
 
               Other than those provisions relating to the principal economic 
terms of the Rights, any of the provisions of the Rights Agreement may be 
amended by the Board of Directors of the Company prior to the Distribution Date. 
After the Distribution Date, the provisions of the Rights Agreement may be 
amended by the Board of Directors in order to cure any ambiguity, to make 
changes which do not adversely affect the interests of holders of Rights 
(excluding the interests of any Acquiring Person), or to shorten or lengthen any 
time period under the Rights Agreement; provided, however, that no amendment to 
adjust the time period governing redemption shall be made at such time as the 
Rights are not redeemable. 
 
               A copy of the Rights Agreement has been filed with the Securities 
and Exchange Commission as an Exhibit to a Registration Statement on Form 8-A. A 
copy of the Rights Agreement is available free of charge from the Company. This 
summary description of the Rights does not purport to be complete and is 
qualified in its entirety by reference to the Rights Agreement, which is 
incorporated herein by reference. 
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                         DESCRIPTION OF PREFERRED STOCK 
 
               Applied Materials, Inc. Series A Junior Participating Preferred 
Stock (the "Preferred Stock") purchasable upon exercise of the Rights will be 
nonredeemable and subordinate to other series of the Company's preferred stock. 
Each Right shall entitle its holder to purchase one ten-thousandth (1/10,000) of 
a share of Preferred Stock. 
 
               Each share of Preferred Stock will have a minimum preferential 
quarterly dividend rate of $1.00 per share but will be entitled to an aggregate 
dividend of 10,000 times the dividend declared on the Company's Common Stock. 
 
               In the event of liquidation, the holders of the Preferred Stock 
will receive a preferred liquidation payment of $1.00 per share but will be 
entitled to receive an aggregate liquidation payment equal to 10,000 times the 
payment made per share of Common Stock. 
 
               Each share of Preferred Stock will have 10,000 votes, voting 
together with the Company's Common Stock. 
 
               In the event of any merger, consolidation or other transaction in 
which shares of Common Stock are exchanged, each share of Preferred Stock will 
be entitled to receive 10,000 times the amount received per share of Common 
Stock. 
 
               The rights of the Preferred Stock as to dividends, liquidation 
and voting, and in the event of mergers and consolidations, are protected by 
customary antidilution provisions. 
 
               Because of the nature of the Preferred Stock's dividend, 
liquidation and voting rights, the value of the one ten-thousandth interest in a 
share of Preferred Stock purchasable upon the exercise of each Right should 
approximate the value of one share of Applied Materials, Inc. Common Stock. 
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