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Notice of Annual Meeting of Shareholders

To the Shareholders of Electro Scientific Industselnc.:

The Annual Meeting of Shareholders of Electro Stifierindustries, Inc. (ESI) will be held at ESkdfices, 13900 NW Science Park
Drive, Portland, Oregon, on Thursday, August 11,128t 2:00 p.m. Pacific Daylight Time, for the fidling purposes:

1. To elect the two directors named in the proggeshent for a term of three years. Barry L. Harrand Edward C. Grady are
nominees for election for three year ter

2. To ratify the appointment of KPMG LLP as EShslépendent registered public accounting firm ferfiecal year ending
March 31, 2012

3. To approve, on an advisory basis, the compensafioar named executive officel

To indicate, on an advisory basis, the prefefireguency of the shareholder advisory vote orctiapensation of our named
executive officers

5. To transact any other business that properly cdreéwe the meeting
Only shareholders of record at the close of businesJune 6, 2011 will be entitled to vote at thieusl meeting.

Your vote is very important. Whether or not you expect to attend in person, ige you to vote your shares at your earliest
convenience. Promptly voting your shares by pheizethe internet, or by signing, dating, and retugrthe enclosed proxy card will ensure
the presence of a quorum at the meeting. An adellesssvelope for which no postage is required ifledain the United States is enclosed if
you wish tavote by mail. Submitting your proxy now will notgurent you from voting your shares at the meetingif desire to do so, as
your proxy is revocable at your option. Retentiéhe proxy is not necessary for admission to entdication at the meetin

IMPORTANT NOTICE REGARDING THE INTERNET AVAILABILIT Y OF PROXY MATERIALS FOR THE ANNUAL
MEETING OF SHAREHOLDERS TO BE HELD ON THURSDAY, AUG UST 11, 2011: This proxy statement and the Company’
2011 Annual Report to Shareholders are also availd at http://investors.esi.com/proxy.cfm.

By Order of the Board of Directors
/s/ Paul Oldham

Paul Oldham
Vice President of Administration, Chief Financial
Officer and Corporate Secretary

Portland, Oregon
July 7, 2011



ELECTRO SCIENTIFIC INDUSTRIES, INC.
PROXY STATEMENT

The mailing address of the principal executiveaef§ of the Company is 13900 NW Science Park DReetland, Oregon 97229-5497.
The approximate date this proxy statement and¢berapanying proxy forms are first being mailedhargholders is July 8, 2011.

SOLICITATION AND REVOCABILITY OF PROXY

The enclosed proxy is solicited on behalf of theiioof Directors of Electro Scientific Industriése., an Oregon corporation, for use at
the Annual Meeting of Shareholders to be held ogusti11, 2011. The Company will bear the cost eppring and mailing the proxy, proxy
statement and any other material furnished to hlaeeholders by the Company in connection with tireual meeting. Proxies will be solicit
by use of the mail and the internet, and officerd employees of the Company may, without additi@eahpensation, also solicit proxies by
telephone, fax or personal contact. Copies of galion materials will be furnished to fiduciariesjstodians and brokerage houses for
forwarding to beneficial owners of the stock heldheir names.

Any person giving a proxy in the form accompanytinig proxy statement has the power to revokeangttime before its exercise. The
proxy may be revoked by filing an instrument ofaeation or a duly executed proxy bearing a latée @ath the Corporate Secretary of the
Company. The proxy may also be revoked by affirmedyi electing to vote in person while in attendaatéhe meeting. However, a
shareholder who attends the meeting need not rethekeroxy and vote in person unless he or sheesithdo so. All valid, un-revoked
proxies will be voted at the Annual Meeting in actance with the instructions given.

Common Stock is the only outstanding authorizeéhgosecurity of the Company. The record date faehining holders of Common
Stock entitled to vote at the Annual Meeting ise)J6n2011. On that date there were 28,501,572 sloeiil@ommon Stock outstanding, entitled
to one vote per share. The Common Stock does nettanulative voting rights.

MULTIPLE SHAREHOLDERS SHARING THE SAME ADDRESS

If you and other residents at your mailing addesssh own shares of Common Stock in street name,broker or bank may have sent
you a natice that your household will receive omhe annual report and proxy statement. This pmdkicown a‘“householding,” reduces the
Companys printing and postage costs. If any shareholdsdirgy at that address wishes to receive a sepanaigal report or proxy stateme
write or telephone the Company as follows: Inve&elations, Electro Scientific Industries, Inc.908 NW Science Park Drive, Portland,
Oregon 97229-5497, (503) 641-4141. Contact the Goyn the same way if you and other resident®at ynailing address are receiving
multiple copies of the annual report and proxyestant and wish to receive a single copy in theréutu
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PROPOSAL 1: ELECTION OF DIRECTORS

Pursuant to the Company’s Bylaws, the Board of @ues is divided into three classes, with the tefroffice of one class expiring each
year. The terms of Barry L. Harmon, Edward C. Grally Arthur Porter and Gerald F. Taylor expire B12. Messrs. Harmon and Grady
nominees for re-election. These nominees were rewrded by the Corporate Governance and Nominatimyn@ttee. Messrs. Porter and
Taylor are retiring at the expiration of their texin accordance with the retirement policy setfantthe Company’s Corporate Governance
Guidelines. Under Oregon law, if a quorum of shaléérs is present at the 2011 Annual Meeting, threctbrs elected will be the two
nominees for election as directors for a term egdir2014 who receive the greatest number of vodss at the meeting. Abstentions and
broker non-votes will have no effect on the resaftthe vote. Unless otherwise instructed, proxigérs will vote the proxies they receive for
Messrs. Harmon and Grady. If any of the nomineesliection as director at the 2011 Annual Meetirgdmes unavailable for election for
any reason (none being known at this time), theyphmlders will have discretionary authority to @qtursuant to the proxy for a substitute or
substitutes.

The following table briefly describes the Companysninees for directors and the directors whosagewill continue.

Director
Term
Name, Age, Principal Occupation, and Other Direcgiips Since Expires

Nominees
Barry L. Harmon, 57, served as President and Chief Executive Offi€&Si from April 2003 until January 2004. 2002 2011
From July 2000 until September 2001, Mr. Harmowegras Senior Vice President—West Coast Operatans
Avocent Corporation, a provider of KVM switchingdasolutions. Mr. Harmon served as Chief Financitiic®r of
Apex, Inc., also a provider of KVM switching andwions, from 1999 until its merger with Cybex tarrin
Avocent in 2000. From 1992 to 1999, he was Senioe YPresident and Chief Financial Officer of ESI.

As a previous executive at ESI, Mr. Harmon brirgthie Board significant senior leadership, busikessvliedge
in the semiconductor industry as well as an imparteaderstanding of ESI’'s global markets, custoraes
operations.

Edward C. Grady, 64 , is currently Executive Chairman and Chief Exeaitfficer of REEL Solar, Inc., a private 200¢ 2011
company developing a unique process for the matwfaof high efficiency low cost CdTe solar pan8&sfore
joining REEL in April 2010, he served as Presidemi Chief Executive Officer of Brooks Automationg¢l, which
offers hardware products, services and tightlygrdated solutions that optimize manufacturing eq@ptnfactory
operations and productivity for the semiconductut ather complex manufacturing industries, inclgditean tec
and data storage. Mr. Grady retired from Brooksofuation in 2007. Prior to joining Brooks in 2008, tan the
wafer inspection group and the metrology groupsheeith multiple divisions, at KLA-Tencor Corporati, a
manufacturer of semiconductor equipment. Prior t&\Krencor, he was Chief Executive Officer of Micrask, a
supplier of photo masks and services to the serdigctor industry. He started his career as an ergiiog
Monsanto Electronic Materials Company, Inc. (MEM&manufacturer of silicon wafers to the semicomtoiuc
industry, and eventually rose to the position afé/President of Worldwide Sales. Mr. Grady is alsnember of
the board of directors at Advanced Energy Industiigc., a provider of power and control technadggiVerigy
Ltd., a provider of semiconductor test equipment] Bvergreen Solar, Inc., a manufacturer of scdaefs. He als
guest lectures at Boston College Carroll Schodllahagement in business development and leadership.

Mr. Grady brings to the Board extensive technicadwledge and manufacturing, engineering, salesnéss and
operations experience in a high-technology enviremimHe also brings important business developaett
leadership experience as well as experience asuft of serving on the boards of directors of ofnllic
companies



Director
Term

Name, Age, Principal Occupation, and Other Direcgiips Since Expires
Directors Whose Terms Continue
Richard J. Faubert, 63, retired as President, Chief Executive Officer &dirman of AmberWave Systems 200z 201z

Corporation, a semiconductor technology companiddénember 2010, where he had served from Septe2098
He served as President, Chief Executive Officer@imedctor of SpeedFam-IPEC, Inc., a manufacturer of
semiconductor equipment, from 1998 through 2002rihe sale of SpeedFam-IPEC to Novellus Systems, &
capital equipment manufacturer, he served as ExecJdice President of Novellus until April 2003.i@rto his
employment with SpeedFam-IPEC, Inc., he held exeeaind management positions at Tektronix, Intess
measurement, and monitoring company, and GenReag,dn electronics testing and manufacturing compisin.
Faubert is also a member of the board of dire@bRadiSys Corporation, a provider of communicaisystems
components.

Mr. Faubert brings to the Board extensive technplegdership experience in the semiconductor dagifaipmen
industry. He also brings significant manufacturiaggineering, research and development, businessperations
experience in a higtechnology environment. He also has experiencerasudt of serving on the board of direct
of another public compan

David Nierenberg, 58, is the Founder and President of Nierenberg Imvest Management Company, Inc. in Camas, 201C 2012
Washington, which manages The D3 Family FundsrRoifounding Nierenberg Investment Management Camgpn
1996, Mr. Nierenberg was a General Partner at firMéntures, a venture capital fund, where he itegf financial
services, healthcare and turnarounds. Prior to @8%vas a Partner with Bain & Company, a busiaessstrategy
consulting firm. Mr. Nierenberg is Chairman of thdvisory Board of the Millstein Center for Corpaga®Bovernance
and Performance at the Yale School of Managementsid director emeritus of Southwest Washingtoulibéd Cente
and Chairman of PSA Healthcare. He is also a mewitthie board of directors at RadiSys Corporatiprovider of
communications systems components, and at Kunimotiwe Group and Whitman College. He also servethen
Washington State Investment Board.

Mr. Nierenberg brings significant expertise in stac planning and corporate governance. He alisgébroad-based
business knowledge to the board.

Jon D. Tompkins, 71, (Chairman) retired as Chief Executive OfficekafA-Tencor Corporation, a manufacturer of 199¢ 201z
semiconductor equipment, in 1998 where he had daaseChief Executive Officer since April 1997. Hxired as
Chairman of the Board of Directors of KLA-Tencorlifi99. From April 1991 until April 1997, he servasl President,
Chief Executive Officer and director of Tencor hushents, a manufacturer of wafer inspection, filmasurement and
metrology systems for the semiconductor industiy mis appointed Chairman of the Board of Tencd®®3, a
position he held until the merger with KLA in 19%Fior to that, Mr. Tompkins held various managehpasitions
over eighteen years with Spectra-Physics, a leaglipglier of commercial lasers, and eventually tosle position of
President and Chief Executive Officer. Mr. Tompki®ist member of the board of directors at Cymar., la provider o
lithography light sources for the semiconductorstdy. He has been a member of the board of direetiobESI since
1998 and Chairman of the Board since 2003.

Mr. Tompkins brings to the Board significant exéegitmanagement experience and financial manageineltstry
and technical knowledge related to the semiconduwtd laser industries. He also has experiencaesudt of serving
on the board of directors of other public compar



Name, Age, Principal Occupation, and Other Direcgiips

Directors Whose Terms Continue

Frederick A. Ball, 49, was appointed Senior Vice President and Chiediréial Officer of Marketo, a leading revenue
performance management company, in May 2011. Ryimining Marketo, Mr. Ball had been the Chief &tial
Officer for a number of private and public techriyl@ompanies including Webroot Software, Inc.,adlag
provider of software security solutions for consusnenterprises and small and medium businessddwide,
from June 2008 to April 2011, BigBand Networks,.I(BBND), a digital video networking company, frokugust
2004 to November 2007, CallTrex Corporation, a evof customer service solutions, from Novemb@2to
May 2004, and Borland Software Corporation (BORLjprovider of enterprise software development smist
from September 1999 until July 2003. Mr. Ball ad®wved as Vice President, Mergers and AcquisitionKLA-
Tencor Corporation (KLAC), a manufacturer of semidactor equipment, and prior to that as its VicesRtent of
Finance. Mr. Ball was with PricewaterhouseCoopé&r§ ffor over 10 years. Mr. Ball is a director at Aahced
Energy Industries, Inc. (AEIS), a provider of powed control technologies, and is chair of its aadmmittee.

Mr. Ball brings to the Board important financial nagement experience and financial expertise, hasénged as
Chief Financial Officer of several high-technologympanies. He also brings significant experiendh miergers
and acquisitions within the semiconductor equipnirahtistry as well as experience as a result ofisgmn the
board of directors of another public company.

Nicholas Konidaris, 66 , was appointed President and Chief Executive &ffaf ESI in January 2004. From July 1¢
to January 2004, Mr. Konidaris served as PresidedtChief Executive Officer of Advantest Americar@aration,
a holding company for Advantest America, Inc., atomatic test equipment supplier. From July 1997uly 199¢
Mr. Konidaris served as the Chief Executive OffioéAdvantest America Corporation. Additionallypin July
1997 to January 2004, Mr. Konidaris served as @feirof the Board, President and Chief Executivéc@ffof
Advantest America, Inc. Mr. Konidaris is curreniymember of the board of directors at Ultratech,, la provider
of lithography and laser processing systems.

As our President and Chief Executive Officer, Maridaris brings to the Board extensive technoleggérship
experience in the semiconductor capital equipnmahistry, a profound understanding of our overseakets, ant
broad executive management experience in sale&etivag, research and development and supply chain
management. His presence on the Board facilitatgsep communication between the Board and managesnen
ensures that the Board is informed of important gany matters.

Robert R. Walker, 60, is retired from Agilent Technologies, Inc., aeatonic instrument company, where he served
as Executive Vice President and Chief Financialdg@fffrom May 2000 until December 2001. From Ma®49
until May 2000, he was Senior Vice President angfJfinancial Officer. During 1997 and 1998, Mr. \W&x
served as Vice President and General Manager ofdttelackard Compang’Professional Services Business L
a provider of computer and printer products andises. From 1993 to 1997, he led Hewlett-Packsanaformatior
systems function, serving as Vice President an@fChformation Officer from 1995 to 1997. Mr. Walk®rmerly
served as a member of the board of directors foc&te Communications Systems, Inc., a networkihgisas
provider, from 2005 until 2008, Liberate Technoksyia supplier of TV set-top box software, from 200til
2005, when it became a private company, and IntstTa digital rights management company, from 2Qa#
2003 when it became a private company.

Mr. Walker brings to the Board important finanaiahnagement experience, financial expertise andstngand
technical expertise, having served in several ekexiinancial and operational positions at Agilend Hewlett
Packard. He also brings experience as a resudrefrg) on the board of directors of other publicmpanies
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CORPORATE GOVERNANCE GUIDELINES AND INDEPENDENCE

The Company’s Board of Directors has approved alpbied the Corporate Governance Guidelines andi@Ganee and Nominating
Committee Charter that are on the Company’s websiavw.esi.com. Under the CompasyCorporate Governance Guidelines, which re
the current standards for “independence” undeNtRBDAQ Stock Market listing standards and the Siiesrand Exchange Commission
rules, two-thirds of the members of the Board afbiors must be independent as determined by thedBif Directors. The Board of
Directors has made the following determinationswitspect to each director’s independence:

Director Status (1)
Frederick A. Ball Independen
Richard J. Faube Independen
Edward C. Grad: Independen
Barry L. Harmor Independen
Nicholas Konidaris Not Independent (2
David Nierenber Independen
W. Arthur Portel Independen
Gerald F. Taylo Independen
Jon D. Tompkin: Independen
Robert R. Walke Independen

(1) The Board’s determination that a director dependent was made on the basis of the standdrfisteen the Corporate Governance
Guidelines

(2) Mr. Konidaris is President and Chief Execut®#icer of ESI and therefore is not independeradoordance with the standards set forth
in the Corporate Governance Guidelir

The Company has also adopted a Code of CondudBasidess Practices applicable to the Compadirectors, officers, employees ¢
agents of ESI and its subsidiaries and a Codeto€&for Financial Managers. Copies of the Compsu@odde of Conduct and Business
Practices and Code of Ethics for Financial Managegsavailable on the Company’s website at wwveesi.

BOARD LEADERSHIP STRUCTURE AND RISK OVERSIGHT

Board Leadership.

In accordance with our Corporate Governance Guidsliit is the practice of the Board of Directarseélect a director as Chairman of
the Board who qualifies as independent as defingde Corporate Governance Guidelines. If the @inair of the Board ceases to qualify as
independent, the Board of Directors will desigreaténdependent director to serve as Lead Diredterbelieve that this structure enhances
the Board’s oversight of management, strengthem8tiard’s ability to communicate its views to magagnt, increases the Board'’s
independence and otherwise enhances our governance.

Risk Oversight.

The Board as a whole is responsible for oversegimgisk management function and certain membeaiosenior management team
are expressly authorized by the Board to be resiplenfor implementation of our day-to-day risk mgeanent processes. In connection with
the Board’s annual strategic and financial planengy senior management makes a multidisciplinagsentation to the Board on significant
strategic, operational, financial, legal and cowmtie risks facing the Company. At the other thrggrtgrly Board meetings, senior
management provides an update to the Board onfepesk-related issues.
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Additionally, the Board is actively involved in awight of certain risk areas conducted primariiptigh committees of the Board, as
described in the charters of each of the commitfBles Compensation Committee is responsible forsaeing the management of the
Company’s executive compensation plans and incemtivangements and routinely reviews these programssure that incentives do not
present inappropriate risk and are aligned withredinalder interests. The Audit Committee overseesagament of financial, financial
reporting, legal and insurance related risks andtsn@ith management on at least a quarterly basifiequently as necessary, the Audit
Committee Chair meets with senior management, otgide counsel and our independent auditors tadgsany hotline complaints,
allegations of violations of our Code of Ethics anther ethical, legal or compliance matters. Thenating and Corporate Governance
Committee manages risks associated with the geatiifins and independence of the Board of Dire@ntspotential conflicts of interest. The
Technology Committee meets regularly with the Conyfsmengineers and the Scientific Advisory BoardB$, a panel of outside industry
and educational leaders, to assess future technologvations, opportunities and risks. The Boatis§ies their risk oversight responsibility
through reports by each committee chair regardiegcommittee’s considerations and actions, asasgalhrough regular reports directly from
management responsible for oversight of particusies within the Company.

CHANGE IN FISCAL YEAR

The Companys fiscal year consists of 52 or 53 weeks endintherBaturday nearest March 31. Accordingly, aktrerfices to fiscal ye
2011 in this document are to the 52-week periockdrfgpril 2, 2011; references to fiscal year 201®tarthe 53-week period ended April 3,
2010 and references to fiscal year 2009 are té2heeek period ended March 28, 2009.

BOARD COMPENSATION

During fiscal 2011, the Board of Directors was cemgated for nine meetings, which included telephoreetings, and each member of
the Board of Directors attended at least 75 pergktite aggregate number of the meetings of thedo&Directors and the committees of
which he was a member. All directors were reimbdifee all reasonable expenses incurred in attenatiegtings. Directors are expected to
attend shareholders meetings. All directors thesffice, with the exception of David Nierenbergeatded the 2010 annual meeting of
shareholders.

Directors who are not employees of the Companyivedehe following fees to the extent applicablétte individual directors: (a) an
annual cash retainer of $60,000 for the servidh@£hairman of the Board; (b) an annual cashrretaf $30,000 for (non-Chairman) Board
service, plus $1,500 for each Board meeting attenbit, 000 for each Committee meeting attended &66 $r each telephonic meeting
attended; (c) an annual fee of $10,000 for ser@&ehair of the Audit Committee and an annual fek8d000 for service as chair of a
committee other than the Audit Committee; (d) ancanual fee of $12,000 for service as the SABdiai The Company also provides for
reimbursement in the amount of $2,500 every twas/&a continuing education programs relating t® plerformance of duties of a directo
a public company.

Non-employee directors also receive equity grasta eomponent of their total compensation. Stotlonp were granted prior to fiscal
year 2007. Beginning in fiscal year 2007, the Conypaas granted restricted stock units rather tharkoptions

On May 13, 2010, each director who was not a foletemployee of the Company was granted 5,500 ¢tstrstock units under the
2004 Stock Incentive Plan. These units vested ondited percent on the date of grant.
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FISCAL YEAR 2011 DIRECTOR COMPENSATION
The following table shows compensation earned bydbmpany’s non-employee directors in fiscal 2011.

Fees Earned o
Stock

Paid in Cash Awards Total
Name ®) YN )
Frederick A. Balll $ 49,00((3) $80,52((2)(4) $129,52(
Richard J. Faube $ 50,00( $80,52((2)(4) $130,52(
Edward C. Grad $ 50,00 $80,52((2)(4) $130,52(
Barry L. Harmor $ 57,25( $80,52((2) $137,77(
David Nierenber $  43,26( $80,52((2) $123,78(
W. Arthur Portel $ 68,50( $80,52((2) $149,02(
Gerald F. Taylo $ 52,50( $80,52((2) $133,02(
Jon D. Tompkin: $ 87,25( $80,52((2) $167,77(
Robert R. Walke $  55,00((4) $80,52((2)(4) $135,52(

(1) Represents the full grant date fair value efdlwards granted to each director in the fiscal gaded April 2, 2011, computed in
accordance with Financial Accounting Standards 8¢BASB) Accounting Standards Codification (ASC)iw718 “Compensation —
Stock Compensation” (ASC Topic 718). Awards araugédlat the closing market price of the Companymmon stock on the grant
date.

(2) Comprised of a grant of 5,500 restricted stocksuait May 13, 2010 which vested immediat:

(3) Elected to defer $19,125 to the Comg’'s deferred compensation pl:

(4) Elected to defer entire amount to the Comy's deferred compensation pl:

Under the deferred compensation plan, directorgyeaerally elect to defer a minimum of 10% and &imam of 100% of the fees th
receive from the Company for their service on tloamd. Cash amounts credited to the deferred comfiensplan will earn a rate of return
based on investment funds selected by the pantitsdfeom a prescribed menu of investment optiorenegally, deferred amounts will be paid
in a lump sum upon termination, except in the cdgetirement, in which case the deferred amouiiltsbe paid in a lump sum or in annual
installments for up to ten years, as elected byditextor. Directors may also defer payment ofrietstd stock units granted to them by the
Company. Payment will be in shares of Company comstock under the same terms as cash amounts.

BOARD COMMITTEES

The Company maintains an Audit Committee that eulyeconsists of Robert R. Walker (Chairman), FrazdeA. Ball and Gerald F.
Taylor. All of the members of the Audit Committee dindependent directors” in accordance with tHeSDAQ Stock Market listing
standards and pursuant to the criteria establish8ection 10A(m) of the Securities Exchange Ac1@84, as amended. Each of Messrs.
Walker, Ball and Taylor has financial reporting msight experience, including serving as chief fitiahofficer of a public company. The
Board of Directors has determined that each of kée$¥alker, Ball and Taylor is an audit committeehcial expert as defined in SEC rules.
The Audit Committee Charter requires the Audit Cdttem to review any transaction with a related persr in which a related person has a
direct or indirect interest and to determine whetbheaatify or approve the transaction, with suatification or approval to occur only if the
Committee determines that the transaction is fathé€ Company or otherwise in the interest of tbenffany. The Audit Committee meets
with management and with representatives of E&lgpendent registered public accounting firm, KPM®, including meetings without
the presence of management. The Audit Committeesteeen times in fiscal 2011.

The Company maintains a Compensation Committeectira¢ntly consists of Barry L. Harmon (ChairmaRighard J. Faubert, Edward
C. Grady, David Nierenberg and Jon D. Tompkins.mdimbers of the

7



Compensation Committee have been determined todepéndent by the Board of Directors in accordavitethe NASDAQ Stock Market
listing standards and Securities and Exchange Cesiom rules. The Compensation Committee has bdegated authority to set officers’
compensation and to grant awards under the Comgaityck incentive plan. For additional informatadrout the Compensation Committee,
see “Compensation Discussion and Analysis,” seéhfoelow. The Compensation Committee met six timdiscal 2011.

The Company maintains a Corporate Governance antdidting Committee that currently consists of JomBmpkins (Chairman),
Barry L. Harmon and W. Arthur Porter. All membefgite Corporate Governance and Nominating Commiitee been determined to be
independent by the Board of Directors in accordamitie the NASDAQ Stock Market listing standards &eturities and Exchange
Commission rules. The Corporate Governance and heting Committee assists the Board of Directorfsiffilling its oversight
responsibilities related to seeking candidatesrfembership on the Board of Directors, assessingdhgorate governance policies and
processes of the Board of Directors and reviewingftime to time the policies of the Board of Di@s related to director qualifications,
compensation, tenure and retirement. The Corp@aternance and Nominating Committee met four timdiscal 2011.

The Company maintains a Technology Committee thatatly consists of W. Arthur Porter (Chairmanictiard J. Faubert, and
Edward C. Grady. The Technology Committee assigt<Company in identifying new technologies and @sgithe Company has in place
policies and practices to maintain and enhandedtsnical capabilities. The Technology Committed foer times in fiscal 2011.

Shareholders may recommend individuals for conatiter by the Corporate Governance and Nominating@ittee to become
nominees for election to the Board of Directorsshipmitting a written recommendation to the Corpofabvernance and Nominating
Committee c/o Chairman of the Corporate GovernamceNominating Committee, Electro Scientific Indigst, Inc., 13900 NW Science P
Drive, Portland, Oregon 97229-5497. Communicati&hsuld be sent by overnight or certified mail, retceceipt requested. Submissions
must include sufficient biographical informatiomeerning the recommended individual, including diye-year employment history with
employer names and a description of the employersness, whether the individual can read and staied financial statements, and board
memberships, if any, for the Corporate GovernamceNominating Committee to consider. The submissioist be accompanied by a writ
consent of the individual to stand for electiondgiminated by the Board and to serve if electechbyshareholders. Recommendations rec
by January 31, 2012 will be considered for nomorafor election at the 2012 Annual Meeting of Shalders. Recommendations received
after January 31, 2012 will be considered for nation for election at the 2013 Annual Meeting ob&holders. Following the identification
of the director candidates, the Corporate Govemmamc Nominating Committee will meet to discuss emusider each candidate’s
qualifications and shall determine by majority vtite candidate(s) whom the Corporate Governancé&Nantinating Committee believes
would best serve the Company. In evaluating direcandidates, the Corporate Governance and Nomgm&ommittee will consider a varie
of factors, including the composition of the Boasda whole, the characteristics (including independ, age, skills and experience) of each
candidate, and the performance and continued terfuneumbent Board members. The Committee beliéivaiscandidates for director sho
have certain minimum qualifications, including higtiical character, a reputation that enhancesrthge and reputation of the Company,
being highly accomplished and a leader in his orégpective field, relevant expertise and expeeethe ability to exercise sound business
judgment and the ability to work with managemenladmratively and constructively. In addition, tBemmittee believes that at least «
member of the Board should meet the criteria fofaatlit committee financial expert” as defined byc8rities and Exchange Commission
rules and that at least two-thirds of the membéth@Board should meet the definition of indepertdender the NASDAQ Stock Market
listing standards and Securities and Exchange Cegiom rules. The Committee also believes the Cogip&hief Executive Officer should
participate as a member of the Board. A candidatemmended by a shareholder will be evaluateddrséime manner as a candidate
identified by the Committee.



COMMUNICATIONS WITH BOARD

Any shareholder who desires to communicate wittBbard of Directors, individually or as a group,ynt so by writing to the
intended member or members of the Board of Dirsctwp Corporate Secretary, Electro Scientific Bidas, Inc., 13900 NW Science Park
Drive, Portland, Oregon 97229-5497. Communicatghsuld be sent by overnight or certified mail, retceceipt requested. All
communications will be compiled by the Secretarg anbmitted to the Board of Directors in a timelgmmer.

RECOMMENDATION BY THE BOARD OF DIRECTORS

The Board of Directors recommends that sharehold#esFOR the election of the nominees named mPRhbxy Statement.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth information regarglithe beneficial ownership of the Common Stockhef €ompany as of June 6, 2011
by (i) each person known to the Company to be #reficial owner of more than 5% of the Company’sn@wn Stock, (ii) each of the
Company’s current directors and nominees for diregtii) each individual named in the Summary Camgation Table and (iv) all directors
and executive officers of the Company on June 6123 a group. Applicable percentage of ownershiyased on 28,501,572 shares of
Common Stock outstanding as of June 6, 2011 togetitie applicable options (including stock appréicia rights) and restricted stock units
held by such shareholders. Shares of Common Stdgjkdat to options exercisable at June 6, 2011 eraisable within 60 days after June 6,
2011 and shares of Common Stock underlying resttistock units vested at June 6, 2011 or vestitilgm60 days after June 6, 2011, are
deemed outstanding for computing the percentagesrship of the person holding such options, bunatedeemed outstanding for comput
the percentage ownership of any other person.

Amount and Nature of Approximate
Name of Beneficial Owne Beneficial Ownership (1 Percent of Clas:
Frederick A. Ball 89,07%(2) *
Richard J. Faube 89,0753) *
Edward C. Grad: 33,75((4) *
Barry L. Harmor 105,07Y5) *
Nicholas Konidaris 905,2446) 3.0<%
David Nierenber 3,820,004(7) 13.4(%
W. Arthur Portel 77,0748) *
Gerald F. Taylo 86,0759) *
Jon D. Tompkin¢ 92,86:(10) *
Robert R. Walke 91,0743) *
Robert DeBakke 204,26:(11) *
Kerry Mustoe 107,50(12) *
Paul Oldhar 134,05413) *
Bing-Fai Wong 111,3214) *
BlackRock, Inc. 2,193,58(15) 7.7(%
40 East 5:dStreet, New York, NY 1002
Dimensional Fund Advisors LP 2,347,80(16) 8.24%
Palisades West, Building One, 6300 Bee Cave Road,
Austin, TX 7874¢€
FMR LLC 2,855,30/(17) 10.02%
82 Devonshire Street, Boston, MA 021
Nierenberg Investment Management Company, 3,820,004(7) 13.4(%
19605 NE &h Street, Camas, WA 986(
Third Avenue Management LLC 2,995,144(18) 10.51%
622 Third Avenue, 3rdFloor, New York, NY 1001
14 directors and executive officers (as of 6/6 4 grouj 5,946,45! 19.7/%



(1)
()

(3)

(4)
()

(6)

(7)

(8)
(9)
(10)
(11)
(12)
(13)

(14)

(15)

(16)

(17)

(18)

Less than 1 percer

Shares are held directly with sole investment astthy power unless otherwise indicat

Includes 55,000 shares subject to stock optieaiswere exercisable at or that would becomecgsadsle within 60 days after June 6,
2011. In addition, includes 21,500 shares defeureter the Compars deferred compensation pl:

Includes 55,000 shares subject to stock optioaswere exercisable at or that would becomecésale within 60 days after June 6,
2011. In addition, includes 26,400 shares defeureter the Compars deferred compensation pl:

Includes 26,400 shares deferred under the Con’s deferred compensation pl:

Includes 71,000 shares subject to stock optioaswere exercisable at or that would becomecisale within 60 days after June 6,
2011.

Includes 791,250 shares subject to stock ogptibat were exercisable at or that would becomecesable within 60 days after June 6,
2011. Also includes 10,000 shares underlying st stock units that vested within 60 days afteels, 2011. Mr. Konidaris shares
voting and investment rights with his spot

David Nierenberg is the President of Nierendakgstment Management Company, Inc. (“NIMCQO”),iavestment manager of several
investment funds. David Nierenberg and NIMCO haietjbeneficial ownership and shared voting autijaver the shares managec
NIMCO. The 3,820,009 shares reported herein aredas (a) information set forth in the Form 13Ediby NIMCO with the Securiti¢
and Exchange Commission on February 11, 2011 éocdlhendar year or quarter ended December 31, 20)18,125 restricted stock
units which vested on February 24, 2011, and @)@lyestricted stock units granted to David Niesrglon May 12, 2011, which vest
immediately upon grant and were then depositedth@accounts of the funds managed by NIM:

Includes 43,000 shares subject to stock optioaswere exercisable at or that would becomecésale within 60 days after June 6,
2011.

Includes 43,000 shares subject to stock optioaswere exercisable at or that would becomecisale within 60 days after June 6,
2011. In addition, includes 4,900 shares deferretbuthe Compar' s deferred compensation pl:

Includes 63,000 shares subject to stock ogptibat were exercisable at or that would becomecesadble within 60 days after June 6,
2011.

Includes 173,750 shares subject to stock ngtibat were exercisable at or that would becorsecésable within 60 days after June 6,
2011. Also includes 4,000 shares underlying rastilistock units that vested within 60 days afteres, 2011

Includes 95,500 shares subject to stock optibat were exercisable at or that would becomecesable within 60 days after June 6,
2011. Also includes 2,000 shares underlying restilistock units that vested within 60 days afterels, 2011

Includes 120,500 shares subject to stock ngtibat were exercisable at or that would becoreecesable within 60 days after June 6,
2011.

Includes 98,337 shares subject to stock optibat were exercisable at or that would becomecesable within 60 days after June 6,
2011. Also includes 600 shares underlying restilisteck units that vested within 60 days after Jur#2011. In addition, includes 728
shares deferred under the Comf’s deferred compensation pl:

Based solely on information set forth in a &hile 13G filed with the Securities and Exchangem@éssion on February 4, 2011, in
which the entity reported its beneficial ownersagpof December 31, 2010 as 2,193,587 sh

Based solely on information set forth in a&tlle 13G filed with the Securities and Exchangm@éssion on February 11, 2011, in
which the entity reported its beneficial ownersagof December 31, 2010 as 2,347,801 shares. Diomah$-und Advisors LP, an
investment advisor, reported it has sole voting growith respect to 2,322,756 and dispositive powithr respect to 2,347,801 shar
Based solely on information set forth in a&tiie 13G filed with the Securities and Exchangm@éssion on January 10, 2011, in
which the entity reported its beneficial ownersagpof December 31, 2010 as 2,855,309 sh

Based solely on information set forth in a &tlle 13G filed with the Securities and Exchangm@éssion on February 14, 2011, in
which the entity reported its beneficial ownersagpof December 31, 2010 as 2,995,149 sh
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EXECUTIVE OFFICERS

As of June 6, 2011, the executive officers of tleenpany were as follows:

Name Age Position

Nicholas Konidaris 66  President and Chief Executive Offic

Paul Oldham 48  Vice President of Administration, Chief Financidfi®er and Corporate
Secretany

Robert DeBakke 53  Vice President of Operatiol

Kerry Mustoe 54  Vice President of Finance, Corporate Controller @héef Accounting Office

Bing-Fai Wong 52  Vice President of Customer Operatic

See Mr. Konidaris’ biography under “Proposal 1:d&len of Directors.”

Mr. Oldham joined the Company on January 7, 2008ies President of Administration, Chief Finandifficer and Corporate
Secretary. Prior to joining ESI, Mr. Oldham was éogpd at Tektronix, Inc., a test, measurement,randitoring company, since 1988, wh
he held several senior leadership positions inoMice President Finance and Corporate Contrdarppean Operations Controller, and
most recently Vice President Treasurer and InveR&dations.

Mr. DeBakker was appointed Vice President of Openatin September 2004. From 2000 to 2004, he wgdayed with IBM, a
provider of business and information technologyises, first as Vice President i/p Series Manufaoty then as Vice President Strategy
Integrated Supply Chain and finally as Vice PresideSeries Integrated Supply Chain. From 19970@02 Mr. DeBakker was Vice Preside
of Operations of Sequent Computer Systems, a metuuéa and provider of information technology swos.

Ms. Mustoe has served as the Company’s Corporatér@ler and Chief Accounting Officer since SepteanB003. In December 2005,
she was appointed Interim Chief Financial Officed aerved as such until September 2006. She wasragg Vice President on January 18,
2007. She was appointed Interim Chief Financialg@ffagain from September 28, 2007 until JanuaB0®8. Prior to joining the Company,
Ms. Mustoe held director of accounting and finapositions at technology firms including FEI Compaayprovider of products and systems
used in the nanotechnology industry, Oresis Comoations, a provider of switching products for takecommunication industry, RadiSys
Corporation, a provider of communications systeommonents, and Sequent Computer Systems, a mamgfiaahd provider of information
technology solutions. Previously, Ms. Mustoe wasaditing manager and certified public accountaittt WricewaterhouseCoopers LLC in
Portland, Oregon.

Mr. Wong was promoted to Vice President of Custo@perations in May 2009 and joined ESI in May 18®81 Giga-tronics, an
electronics manufacturer. During his tenure at B8l,Wong has held a variety of positions includiigector of sales and service and senior
director of marketing. Mr. Wong previously workeat Hewlett-Packard Company, a provider of compatet printer products and services,
and began his career at Philips HK Ltd., an el@dtsomanufacturer.
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COMPENSATION DISCUSSION AND ANALYSIS

Overview

The Compensation Committee of the Board of Direc{tdre “Committee”) consists entirely of non-emm@eyindependent directors as
defined by the rules of the NASDAQ Stock Market &mel Company’s Corporate Governance Guidelines.clinent members of the
Committee are Barry L. Harmon (Chairman), RicharBalibert, Edward C. Grady, David Nierenberg amdldoTompkins. The Committee’s
authority and responsibilities are set forth irharter adopted by the Board of Directors, which@eenmittee reviews annually. The Charter
is available for review on the Company’s Web sttenaw.esi.com

The Committee reviews and approves the compensatialh executives, including the Chief Executiv#fiGer (CEO). The Committee
has full authority to determine annual base saaxyincentive compensation, equity incentives dnatlaer compensation for the executives.
The Committee reviews and approves all equity gramexecutives and annual equity grants to aérogimployees.

Base salary and incentive compensation award desigor all executive officers are made at thedigear quarter one meeting of the
Committee in May in conjunction with annual perf@mece reviews. The Committee reviews a tally sheleich sets forth historic and current
information regarding each element of compensdtioeach executive officer. It receives recommeiotatfrom the CEO as to compensa
of other executives, and the CEO participates soulisions regarding their compensation. The Comenitteets in executive session without
the CEO to determine his compensation.

The Committee continued to engage Compensatiotefies, Inc. as an independent outside compensatiosultant for a portion of
fiscal year 2011. In January 2011, the Committéecsed Compensia as the new independent outsidpammsation consultant with respect to
executive and director compensation. The Committeesole authority to retain and terminate Compei@mpensia reports solely to the
Committee for all services related to executive pensation, and did not provide any other serviocghé Company for the fiscal 2011 period
except for those related to executive and direzbonpensation.

Compensation Philosophy

The Board of Directors and the Committee beliea the Company’s executive compensation programsldhoe related to both short-
term and long-term corporate performance and ingmr@nt in shareholder value. The Company has desglagpotal compensation
philosophy that ties a significant portion of exéeel compensation to achieving pre-establishedhfifed and operational results. The overall
objectives of these executive compensation progaeo:

. Attract and retain talented executiv

. Motivate executives to execute I-term business strategies while achieving -term financial targets; ar

. Align executive performance with the Comp’s shor-term and lon-term goals for delivering shareholder val

The elements of the Company’s compensation prodoamexecutives are base pay, annual cash incentiggsty incentives and a
deferred compensation plan. Performance-basedspmyniajor element of executive compensation, winicludes annual cash incentives and
long-term stock-based equity incentives. Additibnahe Company also has an employee stock purghlasea 401(k) retirement plan and
provides health care and other benefits to exeesitn the same basis as it does for all other sraeto A limited number of key executives

have change in control severance agreements, whiitte them to certain amounts in the event ahteation under certain circumstances
following a change in control of the Company.
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Each element of the Company’s compensation progeanes a somewhat different purpose, but in contibmahe compensation
program enables the Company to support its comgiengahilosophy and to offer compensation competitvith that offered by companies
of similar size and complexity within high-techngjoelectronics and similar industries.

The Committee believes that the Company’s execiltie#entive compensation arrangements do not engewerecutives to take
unnecessary or excessive risks that could threhgenalue of the Company. For example, a signitigamtion of executives’ performance-
based compensation is in the form of Idegn equity incentives which generally vest ovénrae to five year period of time, thereby focus
the executives on the Company’s long-term interédstsa matter of best practice, the Company witittae to monitor its executive
compensation program to ensure that it continuadigo the interest of executives with those ofdtsg-term shareholders while avoiding
unnecessary or excessive risk.

The Committee used comparative information frommaug of companies in the high-technology industhe (‘peer group companies”)
with which the Company competes for executive talenestablishing executive compensation goalg fiéer group companies, which are
reviewed annually, were selected by the Commitigthy, input from Compensation Strategies, Inc. asd Eanagement. The following
companies were included in the peer group for thpgse of setting compensation for the 2011 fipeaiod:

Advanced Energy Industries, Ir KLA -Tencor Corporatiol
ATMI, Inc. Kulicke & Soffa Industries, Inc
Brooks Automation, Inc Lam Research Corporati
Coherent, Inc MKS Instruments, Inc

Cohu, Inc. Newport Corporatiol

Cymer, Inc. Rudolph Technologies, In
Entegris, Inc Teradyne, Inc

FEI Company Ultratech, Inc

FormFactor, Inc Varian Semiconductor Equipment Associates,
GSI Group, Inc Veeco Instruments, In
Intevac, Inc Zygo Corporatior

Compensation Strategies completed the market stndyanalysis for fiscal year 2011 executive comatms and the following outline
their methodology. The comparison to the peer gamampanies is based on public information (proxajasupplemented with public and
private survey information. Market data is sizeuatid (via statistical regression techniques) tooree the significant swings that occur
between individual raw data points and construatketapay levels that are reflective of the Comparsize. All Committee decisions with
regard to executive compensation are made on amabhasis.

The Committee believes that its total compensattutosophy should result in total compensation leetwthe 5 and 75 percentile
of similarly situated executives in the peer greompanies. Generally, the Committee targets thefdcentile for solid performance, with
the opportunity to achieve total compensation atabth percentile of similarly situated executivesdoperior performance.

Fiscal Year 2011 Compensation — The Year in Review

In setting executive compensation for the 201 lafiperiod, the Committee reviewed the Company’stéxg compensation programs
and philosophy in light of current industry compatisn practices and trends. Applying this philospfidr each executive officer, the
Committee reviewed base salary, annual cash inentiongterm incentives and all other elements of total pensation and compared th
components to comparable elements of compensdtitve @eer group companies. Economic and busiresditions improved throughout t
year and, as a result, the 401(k) matching corttoba that were suspended on March 1, 2009, wénsteded effective January 1, 2011 ¢
quarterly basis, with profitability as a conditiohmatching.
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Determinations regarding annual cash incentivegyterm incentives and other elements of compensateme made consistent with
Committee’s compensation philosophy and in a mathegrthe Committee believed to be appropriateraadonable based on individual and
corporate performance. The Company’s performanceesied the targets for all four quarters of figesr 2011 which resulted in the named
executive officers receiving cash incentive compéina tied to the Company’s financial results fdrigh they were eligible.

Named Executive Officers

Named executives in the Summary Compensation Teablas follows
Nicholas Konidaris, President and Chief Executifgc®r
Paul Oldham, Vice President of Administration, Glimancial Officer and Corporate Secretary
Robert DeBakker, Vice President of Operations
Kerry Mustoe, Vice President of Finance, Corpofadatroller and Chief Accounting Officer
Bing-Fai Wong, Vice President of Customer Operation

Base Salaries

Base salary levels are reviewed annually at tis¢ dimarterly meeting of the Committee. Base sadaeexecutives are determined by
evaluating the responsibilities of the position #mg experience of the individual and by referetacthe competitive marketplace for corpol
executives, including a comparison to base sal&wresomparable positions at the peer group congsapiovided by Compensation
Strategies, Inc. The Committee establishes baaeysedmpensation levels for executives, includimgnamed executive officers, generally at
levels approximating the S@percentile of similarly situated executives in eer group companies. Individuals with outstangiagformanc:
in any given year may be provided with base patoupe level of the 78 percentile. The Committekelbes targeting these salary levels is
necessary to attract and retain talented executives

During fiscal year 2011, Mr. Konidaris’ annual basdary was increased to $544,000, a 3.6% incr@aesehis base salary for the prior
year. Mr. Konidari’ base salary places him at approximately thé» 5Qcgrgile for chief executive officers relative teetmarket cash
compensation data (survey and peer company praxd/jeflects the Committee’s assessment of his galitbrmance and the improved
performance of the Company under his leadershipeiQtamed executive officers’ base salary increesgged from 3% to 8%, which
resulted in base salaries, in general, paid ab@tepercentile.

Annual Cash Incentive Compensation

The Company’s executives are eligible to parti@gatan annual cash incentive plan. The performabgectives are established at the
beginning of each fiscal year and are comprisezhetific Company financial objectives based onGhepany’s annual operating plan (as
approved by the Board of Directors) as well asviatlial and shared management objectives. The Coyhpéinancial performance objectiv
for the 2011 fiscal period were specified levelsedfenues as well as positive EBITDA as a percentdgevenue. The Committee selected
these performance objectives because they beliexinmizing revenue and earnings are key to the Cogipauccess.

Annual Cash Incentive Plan Design

Of the total awards available to each executiveeutite annual cash incentive plan for the 201 hfiperiod, 33% of the award was
based on the revenue objective, 33% was basecedBBIT DA objective and 34% was based on the exeelstshared and individual
objectives (MBOSs).
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The 34% portion of the plan based on MBOs is design motivate executive teamwork and reward peréorce relative to the most
critical Company-level objectives. The objectivesrevreviewed and approved by the Committee ateélyenhing of the 2011 fiscal year.

Of the 100 total target points available with retie MBOs, 85 target points were assigned to ansomset of shared objectives
categorized within customer targeting, innovatiod axecution focus areas. All executives, includlmyCEO, shared this common set of
objectives.

The remaining objectives, worth 15 target pointsrevspecific to each executive’s key businessatintts and categorized by customer
targeting, innovation and operational efficiency appropriate for the executive’s position.

The Committee assigned each executive officer ego¢age of base salary (the “targeted amount”) hvhias used to calculate benefits
under the bonus plan. The targeted amount for @ @as 100% of base salary and the targeted anfauthie other named executive
officers ranged from 60%-70% of base salary.

The Committee set a baseline plan, a minimum tleldsimount and a maximum amount for both the reeemd EBITDA objectives
for payouts under the cash incentive plan. In B&lXiscal period, these objectives were calculatedi earned quarterly but paid out at the
end of the year. The Committee believes this methas appropriate given the uncertain business @mvient and significant fluctuation in
results within the fiscal year. Attainment of thenimum threshold under the plan for revenue or HBATresults in a performance payout
beginning at 0% of the target payment associaté thiat component of the plan. For each quartemvihe EBITDA attainment exceeds the
threshold for 100% of the quarterly target paymérdt attainment percentage is used as a multifgheards one quarter of the annual payout
based on the MBO attainment percentage. This nfieltiis used to recognize and reward the diffigutiup and individual stretch goals
contained in the MBO portion and to create an uptidhe MBO measure when the Company has excebddtBITDA target. The
maximum award payable is 200% of the targeted aimoun

For the 2011 fiscal period, the quarterly baselewenue target was $50 million, with the minimumenreue threshold of $40 million per
quarter. The quarterly baseline EBITDA percentags @.52%, without minimum threshold and maximum amt® The percentage of target
for the MBOs is determined for each executive saply based upon his or her performance and revofdaihe objectives as of the end of the
fiscal year.

For the 2011 fiscal period, the Company'’s totakrases exceeded target award levels for all fourtgesa The Company’s EBITDA
percentage exceeded target award levels for thénhiee quarters of the fiscal year. The overativaiized revenue attainment for fiscal year
2011 was 194%. The overall annualized EBITDA attant for fiscal 2011 was 201%. Executive MBOs wsarered individually as a
percentage of their 100 target points. Becauseatiamnualized EBITDA was achieved over 100% fecéil 2011, an annualized multiplier
approximately 201% was applied to each executiviB®© score. Mr. Konidaris’ MBOs for the 2011 fisqadriod related to acquiring key
talent to support the growth strategy, executiveetimmment and the level of achievement of the dhjes of his direct reports. Based on
revenue, EBITDA and the above personal objectiMesKonidaris was awarded 164.91% of his targetolhiesulted in a cash incentive of
$891,888 for the 2011 fiscal period.

Other named executive officers’ personal objectieeshe 2011 fiscal period related to growth, imation, margin goals, market share
improvement, globalization, and operational efiicg, as appropriate for the executive’s positioantdd executive officers were awarded
bonus payments ranging from 163.45% to 166.92%rgft.

Long-Term Incentive Compensation

To align shareholder and executive interests amdeate incentives for improving shareholder vathe,long-term component of the
Company’s executive compensation program geneualy a model of 40% stock
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appreciation rights or stock options, 40% perforogahased restricted stock unit awards, 20% time¢besstricted stock unit awards and, on
a selective basis for superior performance, additiime-based restricted stock unit awards. Tlogmam has three primary objectives: (1) to
create incremental shareholder value, (2) to pefadus on achievement of specific performancesgaatl (3) to reward and retain high-
impact employees.

The award levels for long-term incentive equity edgaare generally established at levels approxigdtie 50" percentile of similarly
situated executives in the peer group companies.Cdmmittee believes this metric is appropriateattmacting and retaining talented
executives. The Company determines grant sizesllmseconomic values on grant dates versus those péers.

Sock Appreciation Rights . Stock appreciation rights provide rewards to ekiges upon creation of incremental shareholdenevaind
the attainment of long-term goals. Stock appremiatights are awarded at the market closing pricthe grant date and entitle the grantee to
receive at exercise a number of shares of comnuak giqual to the number of rights being exercisettiplied by the increase in the stock
price from the grant price as measured on the afad®ercise, with the result divided by the marnkete on the date of exercise. The
Committee believes stock appreciation rights haeesame incentive effect as stock options, but legh dilution to shareholders. The
Committee has not granted, nor does it intend aotgn the future, equity awards in anticipatiortred release of material nonpublic
information. Similarly, the Company has not timadr does it intend to time in the future, the rekeaf material nonpublic information based
upon equity award grant dates. The Committee’sdidbds generally determined several months in adeaand the proximity of any awards
to earnings announcements or other market eventsrisidental.

Performance-based Restricted Sock Unit Awards . Performance-based restricted stock unit awartideerecipients to receive shares of
the Company’s common stock based upon the avehageytear performance of the Company versus the peepgrompanies with respect
predetermined performance criteria. The units magllocated among more than one criterion and amed depending on the Company’s
ultimate percentile rank achieved compared ag#iespeer group companies for the applicable caté€ienerally, none of the units is earned
for a ranking below the 26 percentile and 200%hefunits are earned for a ranking at or above @hepg@rcentile. At a 5@ percentile
ranking, 100% of the units are earned. The Commtites the discretion to permit vesting of unitsdfeanking below the 26 percentile.

The performancdased restricted stock units awarded during fi20all are subject to two separate performance ierit8ixty percent ¢
the units subject to an award will be earned baseithe average of the annual percentage increadecogase in the net sales of the Company
for each of fiscal 2011, 2012 and 2013 comparddeéammediately preceding fiscal year relativeltattsame comparison for the peer group
companies. Forty percent of the units subject tawaard will be earned based on the average of tpgreash flow as a percentage of net
sales for the Company for each of fiscal 2011, 2811@ 2013 compared to the immediately precedimglffigear relative to the same
comparison for the peer group companies.

The aggregate number of these performance-basteittess stock units that vest based on the abov@meance criteria may be
increased based on the Company’s return on equitgdal 2013 relative to the average return oritgdar each member of the peer group. A
multiplier is applied to the vested units basedrenCompany’s performance versus the peer group,thé multiplier starting at 1.1 for a
ranking at the 6@ percentile and ending at 1.4franking at the 98 percentile. The committee addisdfeature because it believes it
further aligns the interests of management withednaders.

Time-based Restricted Sock Unit Awards . Time-based restricted stock unit awards are dedrto serve as a retention incentive for all
executives, with additional timieased restricted stock units awarded to those éxesuhe Committee believes to be superior peréssmThe
value of these awards, when added to the valua ekacutive’s other long-term equity-based incenéiwards, is intended to result in long-
term incentive opportunity to the executive over B0t percentile of the peer group companies foilaily situated executives. The time-
based restricted stock units awarded during théd #8tal period cliff vest on the third
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anniversary of the grant date (except for the sppgeovision in the event of Mr. Konidarisarlier retirement described below). The additic
time-based restricted stock units granted for sapperformance vest on the fifth anniversary & gnant date (except for the special
provision in the event of Mr. Konidaris’ earlietirement described below).

In 2007 our shareholders approved an amendmehetG@ompany’s 2004 Stock Incentive Plan to addesssihation and recovery of
awards under certain circumstances. Under this dment, the Board of Directors is permitted to saspifie exercise or vesting of an award
if the Board of Directors believes a participarihey than a non-employee director, has engageeértain acts of misconduct harmful to the
Company. If it is determined that one of these hatsbeen committed by the recipient, no optiorsark appreciation rights can be exerc
by the participant and the restricted stock orrigstd stock unit agreements with the participaititive terminated. In addition, if the Board of
Directors determines that an executive officerdragaged in an act of embezzlement, fraud, or bre&filuciary duty that contributed to an
obligation to restate the Company'’s financial staats, the officer will be required to repay prate&om the sale of equity awards within
the 12-month period following the first public issice or filing with the SEC of the financial statats required to be restated.

During the 2011 fiscal period, Mr. Konidaris wasaaded 65,000 stock appreciation rights with fouaryero rata vesting, 30,000
performance-based restricted stock units, and 83j6te-based restricted stock units. The 30,00@bpmance-based restricted stock unit
award was made on the same basis as the awarathéorofficers. Of the time-based restricted stacks granted, 15,000 units cliff vest on
the third anniversary of the date of grant and @0,0nits cliff vest on the fifth anniversary of theant date; however, upon retirement after
age 67, the stock appreciation rights and perfoomdrased restricted stock units will continue tst¥er up to three years following his
retirement and, with respect to his time-basediotstl stock units, he will receive upon retiremamumber of shares equal to the amount he
would have received if he had three-years posteragnt vesting, prorated for the portion of thalteesting period if longer than three years
post-retirement.

Stock Ownership Guidelines

ESI's stock ownership guidelines for its Directars determined as a multiple of each Direst@nnual retainer, which is then conve
to a specific number of shares of ESI common stdhk. guideline for Directors is 3x the annual ne¢ai The Committee intends to
recalculate the guidelines if there is a substhotiange in ESI’s stock price.

On May 14, 2008, the Committee approved a resaluticadopt a Stock Ownership Guideline PrograniEfacutives. The program is
intended to further motivate executives to focuzompany performance, drive high performance aniodigiduals within the organization
overall, and support the Company’s compensatiolopbphy. The Stock Ownership Guideline levels aspecific number of shares
determined as follows:

. 3x base salary for CE
. 1x base salary for Vice Preside
The guidelines will be revisited only upon a subttd change in stock price. Executives will hawe fyears (or more, as may be

necessary on a case by case basis) to achieveshimtavels. Shares owned outright, employee spockhase plan shares, and unvested
restricted stock units will be included. Vestediarvested stock options and stock appreciationsighe not included.

Change In Control and Severance Agreements

The Company entered into an employment agreemeidioing change in control and severance provisiaitts Nicholas Konidaris at
the time of his employment as CEO of the Compaimg Tompany also has change in control severaneemgnts in place for Robert
DeBakker and Paul Oldham. The Committee believass th
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these agreements could be an important factor inteiaing stability of the management team at atiminen there is uncertainty about their
continued employment by the Company. The termb®thange in control severance agreements for theseitives were established by the
Committee to provide what it believes to be reabtmbenefits in the event of termination followiaghange in control. These agreements
include gross-up provisions in the event the changentrol payment triggers excise tax. At thedithese agreements were entered, the
Committee believed that the gross-up provision faago the executives and an incentive for exe@sito stay through any transaction. See
“Potential Payments upon Termination or Changeantf®l” in this proxy statement for more informaticegarding these agreements.

Deferred Compensation Plan

Executives can generally elect to defer receiptpfo 50% of their salary and 100% of their castentive compensation. Cash amounts
credited to the Deferred Compensation Plan wilhearate of return based on investment funds ssldnt the participants from a prescribed
menu of investment options. Generally, deferredamswill be paid in a lump sum upon the date sbnths after termination, except in the
case of retirement, in which case the deferred atsowill be paid in a lump sum or in annual ingtadhts for 5 or 10 years, as elected by the
executive. The Company sets aside deferred cashramim a grantor trust to cover the Company’sgaiion to pay deferred compensation.

Officers and other eligible employees may defempayt of restricted stock units granted to themhgy@ompany. Issuance of shares of
common stock is under the same terms as cash asaount

The deferred compensation plan is offered to exexsiin order to allow them to defer more compeansahan they otherwise would |
permitted to defer under a tax-qualified retirem@an, such as the Company’s 401(k) retirement.plae Company offers the deferred
compensation plan as a competitive practice tolentato attract and retain top talent.

Other Benefits

The Company’s executives are eligible to parti@gatthe 401(k) retirement plan, employee stoclcpase plan and health and welfare
plans on the same basis as other employees. Dogptoved business conditions and anticipation stanability for the foreseeable future,
the Company reinstated a match to its 401(k) pfeecive January 1, 2011, subject to Company pabfiity, on a quarterly basis.

Deductibility of Compensation

It is the Company’s policy to make reasonable ¢fftw cause executive compensation to be eligdrlééductibility under Section 162
(m) of the Internal Revenue Code. Under Sectior(rb$2the federal income tax deductibility of compation paid to the Company’s chief
executive officer and to each of its three othesniighly compensated executive officers, othen tte@chief financial officer, may be limite
to the extent that such compensation exceeds $ibmiih any one year. Under Section 162(m), the fany may deduct compensation in
excess of $1 million if it qualifies as “performanbased compensation,” as defined in Section 162(m)

In recent years, compensation paid to the Comparj&f executive officer and to each of its founetmost highly-compensated
executive officers has been deductible by the Campgaen though certain compensation may not haaéfiga as “performance-based
compensation.” However, it is possible that nonlifging compensation paid to the Compasgxecutives may exceed $1 million in a tax
year and therefore limit the deductibility by ther@pany of a portion of such compensation. For exangome of the Compa’s executives
have been granted time-based restricted stock timaitsvill vest over the next several years; sofith® Company’s executives have been
awarded inducement option grants outside of sh&dehapproved plans in connection with their hinel &1r. Konidaris received a grant of
restricted stock at the time he
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was hired in January 2004 that compensated hirstémk options from his former employer that heddgd by joining the Company. These
awards will not qualify as “performance-based congation.”"The Company believes that all of the stock optiamd stock appreciation rigl
granted to its executives under its shareholdercygl plans qualify under Section 162(m) as peréoroe-based compensation.

Fiscal Year 2012 — The Year Ahead

The Company expects to continue to operate undamowed business conditions throughout fiscal y€d422 The Compensation
Committee evaluated compensation for fiscal yed220ith a strong focus on reward and recognitiargfaod performance as well as
retention of key executive officers. With this inm, the Compensation Committee determined thah#meed executive officers will receive
base salary increases for fiscal year 2012.

Additional emphasis will be placed on compensagilmments aimed at improving long-term Company fii@merformance through
various equity vehicles. The Compensation Commiieeled equity awards for fiscal year 2012 betwstactk appreciation rights and time-
based restricted stock units. During fiscal yedr2@he Compensation Committee will evaluate thecsitire and use of performance-based
awards for fiscal year 2013.
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EXECUTIVE COMPENSATION

The following table sets forth information concermicompensation paid to the following officers $ervices provided to the Company,
as well as the aggregate grant date fair valudl efjaity awards granted in fiscal years 2011, 2848 2009:

. The Compan's chief executive officel
. The Compan’s chief financial officer
. The three other individuals who were serving acetiee officers of the Company at the end of fisgadr 2011

The above individuals are referred to hereaftehasnamed executive officers.”

SUMMARY COMPENSATION TABLE

Non-Equity
Incentive Plan
All Other
Fiscal Stock Option Compensatior Compensatior
Year Awards Awards

Name and Principal Position (1) Salary Bonus (2) (3) (4) (5) Total
Nicholas Konidaris 2011  $540,83: — $1,098,00(6) $446,41: $ 891,88 $ 1,83¢  $2,978,97.

President and Chief 201C $475,78: — $ 623,28(7)(9) $581,70( $ 257,30: — $1,938,06°

Executive Officel 200¢  $468,59¢ — $ 895,32((8) $258,83¢ $ 98,78( $ 5,27t  $1,726,80!
Paul Oldhan 2011  $312,50( — $ 395,28((10) $116,75¢ $ 35754 % 1,83¢  $1,183,91!

Vice President of

Administration, Chief 201C  $277,50( — $ 206,50((11) $349,02( $ 105,05( — $ 938,07(

Financial Officer and

Corporate Secretal 200¢  $265,52¢ $ 397,92((12) $97,06c $ 29,72¢ $ 5704 $ 795,94!
Robert DeBakke 2011  $255,83: — $ 263,52((13) $ 75547 $ 25356 S 1,83t $ 850,30!

Vice President of 201C  $231,25( — $ 159,20414)(16) $193,90( $ 75,03¢ — $ 659,38t

Operations 200¢  $227,07: — $ 248,70((15) $7765. $ 2594 % 6,15¢ $ 585,52(
Kerry Mustoe 2011  $189,16 — $ 248,88((17) $68,67¢ $ 186,33! $ 1,428 $ 694,48

Vice President of

Finance, Corporate 201C $171,12! — $ 115,34{18)(20) $135,73( $ 54,25! — $ 476,45

Controller and Chief

Accounting Officer 200¢  $170,12: — $ 265,28((19) $51,767 $ 24,290 % 5,967 $ 517,42¢
Bing-Fai Wong 2011  $217,50( — $ 263,52((21) $ 75547 $ 217,83 — $ 774,39¢

Vice President of 201C  $192,18t — $ 86,73((22) $155,12( $ 45,45¢ — $ 479,49:

Customer Operatior 200¢  $192,41( — $ 149,22((23) $84,12: $ 12366 $ 6,48/ $ 444,60:

(1) The Companyg fiscal year consists of the 52 or 53 weeks endinthe Saturday nearest March 31. Accordinglyeresfces in this table
fiscal year 2011 are to the 52-week period ended 2p2011; references to fiscal year 2010 arthto53-week period ended April 3,
2010; and references to fiscal year 2009 are t&2-week period ended March 28, 20!

(2) Represents the aggregate grant date fair \dlstck awards computed in accordance with Firs#gicounting Standards Board
(FASB) Accounting Standards Codification (ASC) To@il8 “Compensation — Stock Compensation” (ASC &ayi8). Awards are
valued at the closing market price of the Com|'s common stock on the grant d¢

(3) Represents the aggregate grant date fair \wdloption and stock appreciation right awards coragin accordance with ASC Topic 718.
The fair value of options and stock appreciatights is estimated using the Black-Scholes optigring model. The assumptions made
in determining the grant date fair values of opgiand stock appreciation rights under ASC Topic &#8disclosed in the Notes to
Consolidated Financial Statements in the Compafgizual Report on Form 1B-for the fiscal period ended April 2, 2011. Indid year
2010 and 2011, stock appreciation rights were thsudieu of options and are explained in the LAregm Incentive Compensation
section of the Compensation Discussion and Anal
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(4) Represents payments under the Com’s annual cash incentive ple

(5) Except as otherwise indicated, represents 401 (k3himey contributions made by the Company. The Camsaspended the 401(k) ma
effective March 1, 2009 and reinstated it effectiaauary 1, 2011 on a quarterly basis, subjecbtafgany profitability.

(6) Includes $439,200 for the fiscal year 2011 @enfance-based restricted stock unit award calali@td 00% attainment. The maximum
grant date fair value which may be attained fos #tward is $1,229,76

(7) Includes $247,800 for the fiscal year 2010 penance-based restricted stock unit award calali@td 00% attainment. The maximum
grant date fair value which may be attained fos etward is $644,28!

(8) Includes $331,600 for the fiscal year 2009 @emnfance-based restricted stock unit award calali@td 00% attainment. The maximum
grant date fair value which may be attained fos tiward is $663,20!

(9) Includes $20,303 in grant date fair value far &dditional 5.6% beyond 100% attainment earnetti@performancéased restricted sto
units granted in fiscal 2008 based on actual perémce and which vested at the end of fiscal 2

(10)Includes $248,880 for the fiscal year 2011 perfarceabased restricted stock unit award calculatd®@® attainment. The maximum
grant date fair value which may be attained fos #tward is $696,86.

(11)Includes $82,600 for the fiscal year 2010 perforogabased restricted stock unit award calculatd®@% attainment. The maximum
grant date fair value which may be attained fos tward is $214,76!

(12)Includes $132,640 for the fiscal year 2009 perfarogabased restricted stock unit award calculatd®@¥% attainment. The maximum
grant date fair value which may be attained fos tiward is $265,28!

(13)Includes $161,040 for the fiscal year 2011 perfarogabased restricted stock unit award calculatd®@¥ attainment. The maximum
grant date fair value which may be attained fos #tward is $450,91.

(14)Includes $57,820 for the fiscal year 2010 perforogabased restricted stock unit award calculatd®@% attainment. The maximum
grant date fair value which may be attained fos #iward is $150,33;

(15)Includes $82,900 for the fiscal year 2009 perforogabased restricted stock unit award calculatd®@® attainment. The maximum
grant date fair value which may be attained fos tiward is $165,80!

(16)Includes $6,392 in grant date fair value for thditnal 5.6% beyond 100% attainment earned omp#rormance-based restricted stock
units granted in fiscal 2008 based on actual perémce and which vested at the end of fiscal 2

(17)Includes $146,400 for the fiscal year 2011 perfarceabased restricted stock unit award calculatd®@®s attainment. The maximum
grant date fair value which may be attained fos #tward is $409,92!

(18)Includes $41,300 for the fiscal year 2010 perforogabased restricted stock unit award calculatd®@% attainment. The maximum
grant date fair value which may be attained fos tward is $107,38!

(19)Includes $66,320 for the fiscal year 2009 perforogabased restricted stock unit award calculatd®@® attainment. The maximum
grant date fair value which may be attained fos tward is $132,64

(20)Includes $3,835 in grant date fair value for thditanal 5.6% beyond 100% attainment earned omp#rormance-based restricted stock
units granted in fiscal 2008 based on actual peréoce and which vested at the end of fiscal 2

(21)Includes $161,040 for the fiscal year 2011 perfarceabased restricted stock unit award calculatd®@®s attainment. The maximum
grant date fair value which may be attained fos #iward is $450,91.

(22)Includes $57,820 for the fiscal year 2010 perforogabased restricted stock unit award calculatd®@® attainment. The maximum
grant date fair value which may be attained fos tiward is $150,33;

(23)Includes $99,480 for the fiscal year 2009 perforogabased restricted stock unit award calculatd®@® attainment. The maximum
grant date fair value which may be attained fos tiward is $198,96!
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FISCAL 2011 GRANTS OF PLAN-BASED AWARDS

The following table contains information concernihg fiscal 2011 incentive opportunities for theneal executive officers and the
restricted stock units and stock appreciation sgitanted to the named executive officers in fig€dll.

All All Other
Other Option
Estimated Future Payouts Estimated Future Payouts Stock Awards:
Under Non-Equity Incentive Under Equity Incentive Plan Awards: Number )
Plan Awards (1) Awards (2) Number of Exercise
of Share« Securities or Base Grant
: : Underlying Price of Date
Threshold Maximum  Threshold Target Maximum of Stock Option Fair
Grant Target or Units Options Awards Value
Name Date ($) $) $) (#) (#) (#) (#) (#) ($/Share’ $)
Nicholas Konidaris — $ 1,83¢ $540,83: $1,081,66! — — — — — — —
5/13/1( — — — 15,00C  30,00( 84,00( — — = $439,20(
5/13/1( = = = = = = 15,00((3) = —  $219,60(
5/13/1( = = = = = = 30,00((4) = —  $439,20(
5/13/1( — — — — — — — 65,00((5) $ 14.6¢ $446,41«
Paul Oldham — $ 744  $218,75( $ 437,50( — — — — — — —
5/13/1( — — — 8,50C  17,00( 47,60( — — ) $248,88(
5/13/1( — — — — — — 5,00((3) — —  $ 73,20
5/13/1( — — — — — — 5,00((4) — — $ 73,20(
5/13/1( — — — — — — — 17,00((5) $ 14.6¢ $116,75¢
Robert DeBakker — $ 522 $153,50( $ 307,00( — — — — — — —
5/13/1( — — — 5,50C 11,00¢ 30,80( — — = $161,04(
5/13/1( — — — — — — 2,00((3) — = $ 29,28(
5/13/1( — — — — — — 5,00((4) — = $ 73,20(
5/13/1( — — — — — — — 11,00((5) $ 14.6¢ $ 75,541
Kerry Mustoe — $ 38€ $113,50( $ 227,00( — — — — — — —
5/13/1( — — — 5,00C  10,00¢ 28,00(¢ —_ — — $146,40(
5/13/1( — — — — — — 2,00((3) — — $ 29,28(
5/13/1( — — — — — — 5,00((4) — — $ 73,20(
5/13/1( — — — — — — — 10,00(5) $ 14.6¢ $ 68,67¢
Bing-Fai Wong = $ 444  $130,50C $ 261,00( — — — — — — —
5/13/1( — — — 5,50C 11,00( 30,80( — — — $161,04(
5/13/1( — — — — — — 2,00((3) — = $ 29,28(
5/13/1( = = = = = = 5,00((4) = —  $ 73,200
5/13/1( — — — — — — — 11,00(5) $ 14.6¢ $ 75,541

(1) Represents the incentive for fiscal 2011 utderCompany’s annual executive team bonus plareatichated payouts at threshold, target and maximheusis of performance. The
actual amount earned by each named executive pfticdiscal 2011 is set forth in the Summary Comgsgtion Table unde* Non-Equity Incentive Plan Compensati”

(2) Represents performanbased restricted stock unit awards. Vesting urttese awards is based on two performance goalsingedtsixty percent of the restricted stock uritgarder
is based on the average of the annual percentagease/decrease in net sales of the Company foraddiscal 2011-2013 as compared to the immedjigietceding fiscal years,
relative to that same comparison for the peer gemmppanies. Vesting of forty percent of the restidcstock units awarded is based on the averagpeshting cash flow as a
percentage of net sales for the Company for eadisazl 2011-2013, relative to that same comparisonhe peer group companies. The units vest ptaputely, depending on the
Company’s percentile rank versus the peer grouppemies, with none of the units vesting for a ragkielow the 28" percentile and 200% of the unitsingdor a ranking at or
above the 98" percentile. At a ¥5  percentile ranki5®% of the units vest. At a 0  percentile ragkit00% of the units vest. At a 5 percentile ragk50% of the units vest.
The Compensation Committee has the discretion tmipeesting of the units for a ranking below tHgt2percentile. To the extent any units are earned uiheeperformance criteri
the number of units earned may be increased baséteaCompany’s Return on Equity (ROE) in fiscal20n relation to the average ROE for the fiscary@ost comparable to the
Company'’s fiscal 2013 for each of the peer groupganies. The number of units earned will be inaddsy 10%, 20%, 30% and 40% to the extent the R&@fpnance in fiscal
2013 represents 60%, 70%, 80% and 90% or moreecégply. The number of shares in the “Maximum”wuh in the table reflects maximum vesting of the performance goals,
which is calculated as twice the target, and thieagyeffect to a 40% increase based on maximurmatent of the ROE measureme

(3) Represents restricted stock units granted on Mag@B80 that vest 100% on May 13, 2013, subjechtpleyment criteria

(4) Represents restricted stock units granted on MagQ@B0 that vest 100% on May 13, 2015, subjechipleyment criteria

(5) Represents stock appreciation rights granted on Map010 which vest 25% per year on each of tisé fibur anniversaries of the grant d¢
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OUTSTANDING EQUITY AWARDS AT END OF FISCAL 2011

The following table sets forth the information centing outstanding options (which includes stocfrapiation rights) and unvested
restricted stock units held by the named execuffieers at April 2, 2011.

Option Awards Stock Awards
Equity Incentive
Plan Awards:
Equity Incentive Equity Incentive Market or Payout
Number of l\éuergl?rtiatrieosf Plan Plan Awards:
Securities Underlying Awards: Number Number of Value of
Underlying Unexercised of Number of Market Value of Unearned Shares Unearned Shares
Unexercisec Options Securit!es ] ] S_hares or ) ) )
Unexercisable Underlying Option Option Units of Stock Shares or Units  Units or Other Units or Other
Options Unexercised Exercise Expiration of Stock That  Rights That Have Rights That Have
Exercisable Unearned That Have Have Not
Name (#) (#) Options (#) Price ($) Date Not Vested (# Vested ($)(1) Not Vested (#) Not Vested ($)(1
Nicholas 420,00(2) — — $ 25.71 1/7/201¢ 10,00((10) $ 170,40( 30,00((19) $ 511,20(
Konidaris 40,00((3) — — $ 255( 7/13/201: 3,45((11) $ 58,78¢ 30,00((20) $ 511,20(
100,00((4) — — $ 1947 7/21/201! 27,00((12) $ 460,08( — —
70,00((5) — — $ 20.0C 5/24/201t 9,00((13) $ 153,36( — —
30,00((6) 10,00((6) — $ 22,66 7/25/201 25,00((14) $ 426,00( — —
20,00((7) 20,00((7) — $ 16.5¢  5/14/201¢ 18,00((15) $ 306,72( — —
37,50((8) 112,50((8) — $ 8.2¢ 5/13/201¢ 25,00((16) $ 426,00( — —
— 65,00((9) — $ 14.6¢ 5/12/202 15,00((17) $ 255,60( — —
— — — — — 30,00((18) $ 511,20( — —
Paul Oldham 60,00((21) 20,00((21) — $ 1891 1/6/201¢ 4,00((13) $ 68,16( 10,00((19) $ 170,40(
7,50((7) 7,50((7) — $ 16.5¢ 5/14/201¢ 12,00((22) $ 204,48( 17,00((20) $ 289,68(
22,50((8) 67,50((8) — $ 8.2¢ 5/13/201¢ 5,00((15) $ 85,20( — —
— 17,00((9) — $ 14.6¢ 5/12/202( 10,00((16) $ 170,40( — —
— — — — — 5,00((17) $ 85,20( — —
— — — — — 5,00((18) $ 85,20( — —
Robert 50,00((23) — — $ 17.32 9/26/201: 4,00((10) $ 68,16( 7,00((19) $ 119,28(
DeBakker 38,00((24) — — $ 19.8¢ 7/20/201! 6,00((26) $ 102,24( 11,00((20) $ 187,44(
35,00((5) — — $ 20.0C 5/24/201t 2,00((13) $ 34,08( — —
10,50((25) 3,50((25) — $ 22.8: 7/24/201 8,00((22) $ 136,32( — —
6,00((7) 6,00((7) — $ 16.5¢  5/14/201¢ 3,50((15) $ 59,64( — —
12,50((8) 37,50((8) — $ 8.2¢ 5/13/201¢ 8,00((16) $ 136,32( — —
— 11,00((9) — $ 14.6¢ 5/12/202 2,00((17) $ 34,08( — —
— — — — — 5,00((18) $ 85,20( — —
Kerry Mustoe 7,50((27) — — $ 20.1¢ 9/1/201: 2,00((10) $ 34,08( 5,00((19) $ 85,20(
8,00((28) — — $ 25.0C 11/12/201: 5,00((26) $ 85,20( 10,00((20) $ 170,40(
9,00((29) — — $ 16.92  4/19/201! 2,00((13) $ 34,08( — —
15,00((24) — — $ 19.8¢ 7/20/201! 6,00((22) $ 102,24( — —
20,00((5) — — $ 20.0C 5/24/201t 4,00((22) $ 68,16( — —
7,50((25) 2,50((25) — $ 22.8: 7/24/201 2,50((15) $ 42,60( — —
4,00((7) 4,00((7) — $ 16.5¢  5/14/201¢ 6,00((16) $ 102,24( — —
8,75((8) 26,25((8) — $ 8.2¢ 5/13/201 2,00((17) $ 34,08( — —
— 10,00((9) — $ 14.6¢ 5/12/202 5,00((18) $ 85,20( — —
Bing-Fai 6,575(30) — — $ 27.0C 4/5/201: 1,20((32) $ 20,44¢ 7,00((19) $ 119,28(
Wong 9,17((31) — — $ 3457 4/15/201: 3,00((13) $ 51,12( 11,00((20) $ 187,44(
10,00((28) — — $ 25.0C 11/12/201: 3,50((15) $ 59,64( — —
12,00((29) — — $ 16.92  4/19/201! 2,00((17) $ 34,08( — —
26,00((24) — — $ 19.8¢ 7/20/201! 5,00((18) $ 85,20( — —
8,661(5) — — $ 20.0C 5/24/201¢ — — — —
6,50((7) 6,50((7) — $ 16.5¢  5/14/201¢ — — — —
10,00((8) 30,00((8) — $ 8.2¢ 5/13/201¢ — — — —
— (9) 11,00((9) — $ 14.6¢ 5/12/202( — — — —
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(1) Based on closing stock price on April 1, 2011 of $4.

(2) Option granted on January 7, 2004 and becarmeisable for 25% of the shares on each of theffitg anniversaries of the grant date. EffectivegAst 26, 2005, the vesting of the
option was accelerated to be 100% vested on Auifj2005; however, sale was restricted to the waigiesting schedul

(3) Option granted on July 13, 2004 and becamecesadsle for 25% of the shares on each of thefiinst anniversaries of the grant date. Effectiveudayp 25, 2005, the vesting of the
option was accelerated to be 100% vested on Ja25a13005; however, sale was restricted to themalg/esting schedule

(4) Option granted on July 21, 2005 and became 10&8ted on May 26, 2006. The shares underlyin@ftien were restricted from being sold for a perddhree years from the grant
date.

(5) Option granted on May 24, 2006 and became 1088ted on May 26, 2006. The shares underlying ptiem were subject to sale restrictions that lapsetb one-third of the shares
on each of the first three anniversaries of thegdate.

(6) Option granted on July 26, 2007 and becomes exaleiSor 25% of the shares on each of the first owniversaries of the grant date, subject to eympémt criteria

(7) Option granted on May 15, 2008 and becomes exdleisar 25% of the shares on each of the first faumiversaries of the grant date, subject to enmpéoyt criteria

(8) Stock-settled stock appreciation right grardgaday 14, 2009 and becomes exercisable for 258eoghares on each of the first four anniversaridse grant date, subject to
employment criteria

(9) Stock-settled stock appreciation right graraadvay 13, 2010 and becomes exercisable for 25#eohares on each of the first four anniversaridse grant date, subject to
employment criteria

(10) Restricted stock units granted on July 19, 2006vasd 100% on July 19, 2011, subject to employroéteria.

(11) Performance/time-based restricted stock grasted on October 4, 2006 and cliff vest five gesfter grant date if certain levels of performawege achieved in fiscal 2007. Based

on fiscal 2007 results, it was determined at tHg 26, 2007 Board of Directors meeting that 3,4B@res will be issued five years after the grane ddtOctober 4, 2006, subject to

employment criteria

Restricted stock units granted on July 26, 2007eestl 100% on July 26, 2012, subject to employnaéiteria.

(13) Restricted stock units granted on May 15, 2008wasd 100% on May 15, 2011, subject to employmeiteréa.

(14) Restricted stock units granted on May 15, 2008\asd 100% on July 24, 2012, subject to employmeteréa.

(15) Restricted stock units granted on May 14, 2009asd 100% on May 14, 2012, subject to employmeiteréa.

(16) Restricted stock units granted on May 14, 2009ast 100% on May 14, 2014, subject to employmeiteréa.

(17) Restricted stock units granted on May 13, 2010wasd 100% on May 13, 2013, subject to employmeiteréa.

(18) Restricted stock units granted on May 13, 2010wesd 100% on May 13, 2015, subject to employmeiteréa.

(19) Performance-based restricted stock units gchah May 14, 2009 and cliff vest at the end afdl2012 subject to employment criteria and baseltwels of performance achieved as
compared to the peer group companies (as desdrid€@bmpensation Discussion and Analysis” abovéje Performance measurement for the vesting of thleages will be
determined upon completion of the Comg’s fiscal 2012 audit and will be confirmed by theng@ny's Compensation Committee in May 20

(20) Performance-based restricted stock units gcdaah May 13, 2010 and cliff vest at the end afdl2013 subject to employment criteria and baselkwels of performance achieved as
compared to the peer group companies (as desdrif€@bmpensation Discussion and Analysis” abovéje Performance measurement for the vesting of thleaees will be
determined upon completion of the Comg’s fiscal 2013 audit and will be confirmed by then@@nys Compensation Committee in May 20

(21) Option granted on January 7, 2008 and becomesisable for 25% of the shares on each of the fast inniversaries of the grant date, subject toleyngent criteria

(22) Restricted stock units granted on May 15, 2008wasd 100% on May 15, 2013, subject to employmeiteréa.

(23) Option granted on September 27, 2004 and becanteigxigle for 25% of the shares on each of the fiinst anniversaries of the grant de

(24) Option granted on July 20, 2005 and becamé&4l@8sted on May 26, 2006. The shares underlyingphien were restricted from being sold for a perid three years from the grant
date.

(25) Option granted on July 25, 2007 and becomes exaleiSor 25% of the shares on each of the first fowniversaries of the grant date, subject to eympémt criteria

(26) Restricted stock units granted on July 25, 2007vaasl 100% on July 25, 2012, subject to employroéteria.

(27) Option granted on September 2, 2003 and becameisakle for 25% of the shares on each of the finst anniversaries of the grant de

(28) Option granted on November 13, 2003 and beaamgcisable for 25% of the shares on each ofiteefbur anniversaries of the grant date. Effextivine 28, 2004, the vesting of the
option was accelerated to be 10(

(29) Option granted on April 20, 2005 and becam@24 @ested on April 20, 2006. The shares underlstiggoption were restricted from being sold for égubof three years from the
grant date

(30) Option granted on April 6, 2001 and became@sable for 25% of the shares on each of the fimst anniversaries of the grant date. Effectiveel@8, 2004, the vesting of the option
was accelerated to be 100

(31) Option granted on April 17, 2002 and becamer&zable for 25% of the shares on each of theffitg anniversaries of the grant date. Effectiveel28, 2004, the vesting of the
option was accelerated to be 10(

(32) Restricted stock units granted on July 26, 2007vestl 20% on each anniversary of the July 26, 298t date, subject to employment crite
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OPTION EXERCISES AND STOCK VESTED IN FISCAL 2011

The following table sets forth information with pest to options that were exercised and stock asthat vested with respect to the

named executive officers in the 2011 fiscal period.

Option Awards Stock Awards
Number of
Number of
Shares Shares
oﬁcg;gr?:?se Value Realizec oAnCs/l(Jelsrﬁgg
Value
on Exercise Realized
Nz%me _ _ #) $ # $
Nicholas Konidaris — — 39,67¢1) $592,06°
Paul Oldhan — — 5,7142) $107,50(
Robert DeBakke — — 21,35((3) $291,68:
Kerry Mustoe — — 8,0244) $119,60°
Bing-Fai Wong — — 4,884(5) $ 88,561
(1) Includes 14,280 performance-based restrictzkainits which cliff vested at the end of fisc@ll2 based on levels of performance

()

(3)

(4)

()

achieved by the Company as compared to the peepgmmpanies (as described in “Compensation Digmussd Analysis” above).
The performance measurement for the vesting obtbkares was determined and confirmed by the Coyigp@ompensation
Committee on May 12, 2011, at which point sharesvigsued

Includes 5,712 performance-based restrictecksataits which cliff vested at the end of fiscall2based on levels of performance
achieved by the Company as compared to the peepg@mpanies (as described in “Compensation Digmussd Analysis” above).
The performance measurement for the vesting oéthkares was determined and confirmed by the Coyigp@ompensation
Committee on May 12, 2011, at which point sharesevigsued

Includes 3,570 performance-based restricteckataits which cliff vested at the end of fiscall2ased on levels of performance
achieved by the Company as compared to the peepg@ampanies (as described in “Compensation Dismussid Analysis” above).
The performance measurement for the vesting obthkares was determined and confirmed by the Coyigp@ompensation
Committee on May 12, 2011, at which point sharesevigsued

Includes 2,856 performance-based restricteckataits which cliff vested at the end of fiscall2based on levels of performance
achieved by the Company as compared to the peepgmmpanies (as described in “Compensation Digmussd Analysis” above).
The performance measurement for the vesting oethkares was determined and confirmed by the Coyigp@ompensation
Committee on May 12, 2011, at which point sharesevigsued

Includes 4,284 performance-based restrictecksataits which cliff vested at the end of fiscall2based on levels of performance
achieved by the Company as compared to the peepg@ampanies (as described in “Compensation Dismussid Analysis” above).
The performance measurement for the vesting obtbkares was determined and confirmed by the Coyigp@ompensation
Committee on May 12, 2011, at which point sharesevigsued. Ten percent of the 4,284 performdrased restricted stock units, or -
shares, were deferred under the Com’s deferred compensation pl:
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FISCAL YEAR 2011 NON-QUALIFIED DEFERRED COMPENSATIO N

Executive Registrant Aggregate Aggregate
Contributions Contributions Earnings (loss Withdrawals/ Aggregate
Balance at
in Fiscal 2011 in Fiscal 2011 in Fiscal 2011 Distributions 4/2/11
Name ($) ($) $) (%) ®
Nicholas Konidaris $ 128,65/(1) — $ 60,94¢3) — $692,54(4)
Paul Oldhan — — — — —
Robert DeBakke — — — — —
Kerry Mustoe (5, $  3,95¢ — $ 17 — $ 3,97t
Bing-Fai Wong $ 15,89¢2) — $  7,11€3) — $103,41((4)

(1) $128,651 included as part of reported non-ggnitentive plan compensation in the Summary Corsaéon Table for the 2010 fiscal
period.

(2) $2,273 included as part of reported non-equitgntive plan compensation in the Summary Compems@able for the 2010 fiscal
period, the remainder is included as part of reggbgialary in the Summary Compensation Table foR€d fiscal perioc

(3) These amounts are not included in the Summangpgnsation Table for the 2011 fiscal period beeglan earnings were not
preferential or above mark

(4) Aggregate balance includes amounts reportgaudof nonequity incentive plan compensation in the Summasgn@@ensation Table fi
previous fiscal year:

(5) Ms. Mustoe began contributing to the plan effectlaauary 1, 201:

Under the Company’s nonqualified deferred compémsaian, executives can generally elect to defeeipt of up to 50% of their
salary and 100% of their bonuses. Cash amount#enled the deferred compensation plan will earata of return based on investment
funds selected by the participants from a presdribenu of investment options. Generally, deferraduants will be paid in a lump sum upon
termination, except in the case of retirement, Imiclv case the deferred amounts will be paid imaplgsum or in annual installments for up to
ten years, as elected by the executive. Officedsadiner eligible employees may also defer payméngsiricted stock units granted to then
the Company. Payment will be in shares of Compamyroon stock under the same terms as cash amotlngs$Cdmpany has set aside
amounts in a grantor trust to cover the Companplgation to pay deferred compensation.

26



EQUITY COMPENSATION PLAN INFORMATION

Set forth in the table below is certain informatiegarding the number of shares of common stodkiha subject to outstanding stock

options (which includes stock appreciation rigluispther compensation plan grants and awards at 22011.

Weighted-
average
exercise
price of

outstanding

Number of
securities to be
issued upon exercis

of outstanding options,
options, warrants warrants
Plan Category and rights and rights
(@) (b)
Equity compensation plans approved by secu
holders 3,890,12:(1)(2) $ 16.4¢
Equity compensation plans not approved by
security holder: 798,23Y(4) $ 26.8¢
Total 4,688,35! $ 18.2C

Number of securities
remaining available for

future issuance under
equity compensation
plans (excluding
securities reflected in
column (a))

©
4,693,35(3)

4,693,35.

(1) Consists of restricted stock unit grants, apgiand stock appreciation rights outstanding utitee2004 Stock Incentive Plan and the
following plans which in October 2004 were replabgdhe 2004 Stock Incentive Plan with respecthiarss of stock remaining
available for issuance under the plans or that inecavailable for issuance under the plans: (i1®%9 Stock Option Plan, (ii) the 2000

Stock Option Incentive Plan and (iii) the 1996 &toacentive Plan

(2) Includes 1,081,014 restricted stock units whidglhvest only if specific performance or servioeasures are met and 50,833
performance-based restricted stock units with fopmance measurement date of April 2, 2011 whicrevpending final issuance until
the final performance measurement had been appioued first quarter of fiscal 2012. The final flgmance measurement was
determined by the Compensation Committee on MayQ21, and as a result, 14,538 of the 50,833 pednce-based restricted stock

units with a performance measurement date of Aprl011 were cancelle

(3) Includes 1,583,460 shares available for isseamcler the 2000 Stock Option Plan which in Oct@@84 was replaced by the 2004
Stock Incentive Plan with respect to shares ofkstemaining available for issuance under the plathat become available for issuance
under the plan. Also includes 1,061,387 sharedablaifor issuance under the 1990 Employee Stocg&haise Plar

(4) Consists of inducement grants and options antihg under the 2000 Stock Option Plan. Include84D restricted stock units which

will vest only if specific service measures are r
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POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE IN CO NTROL

Severance and Change in Control Compensation

The Company has entered into agreements and nrangksins that will require the Company to providenpensation to certain named
executive officers of the Company in the event téranination of employment under various circumeésn

The Company entered into an employment agreemedioing change in control and severance provisiaitts Nicholas Konidaris at
the time of his employment as Chief Executive @fffiof the Company. Under the terms of that agregnivimn Konidaris is entitled to certain
benefits if he is terminated by the Company withzauise or if he terminates employment for goodareda “qualifying termination”).
“Cause” generally includes willful and continueddee to perform duties, willful engagement in gkd conduct that is materially injurious to
the Company and willful failure to follow materiatitten policies of the Company. “Good reason” gatig includes a diminution of position
or responsibilities, failure to nominate Mr. Koniato the Board of Directors, a reduction in baakary, other than as part of any general
salary reduction implemented for all of the Compamyanagement, failure to provide a benefit requlyg his employment agreement or a
requirement to relocate outside of Portland, Oregon

Under this agreement, a “change in control” inchitles following:

. Any merger or other reorganization of the Companigss (1) as a result of the transaction, at 8@t of the outstanding
securities voting generally in the election of dimrs are owned by the Company’s shareholdershigtantially the same
proportions as they were owned immediately prighttransaction; (2) no person owns more than 80fte outstanding shares
of the surviving entity in the merger; and (3) mtran 50% of the members of the Board of the singientity in the merger we
members of the Board at the time the merger wasoapg;

. The sale of substantially all of the assets oflithedation or dissolution of the Compar

. The nomination and election in a two-year perioa afiajority of directors by persons other thanitfitembent directors, unless
each new director elected during the two-year jperias nominated or elected by two-thirds of theimbent directors then in
office and voting; an

. The acquisition by any person of 50% or more ofGloenpan’s outstanding voting securitie

In connection with his employment agreement, Mrnidaris entered into an employee confidentialignstompetition and assignment
agreement with the Company under which he agreetbrammpete with the Company (other than in tlghhiolume, semiconductor
automated test equipment business) for two yedmifimg the termination of his employment unless émployment is terminated by the
Company with cause or by him without good reasenyhich case the non-competition period will be gaar.

In addition, the Company has entered into changeintrol severance agreements with Robert DeBakhkerPaul Oldham. Under the
terms of these agreements, the officer is enttbethange in control benefits if he is terminatgdiee Company other than for cause, disat
or retirement or if he terminates employment foodjoeason. “Cause” generally includes willful amahitnued failure to perform duties, the
conviction of guilty or entering of a no contestalto a felony that is materially injurious to thempany and the commission of an act that
constitutes gross negligence or gross miscond@aot] reason” generally includes a diminution ofifi@s or responsibilities, a reduction in
base salary, bonus or incentive opportunity anebjairement to be based more than 50 miles fronptiineipal office at which the executive
was based immediately prior to the change in cantro

Under these agreements, a “change in control” dedithe following:

. Any merger or other reorganization of the Compaigre the holders of the outstanding voting se@sitnmediately prior to the
merger or reorganization do not continue to holigast 50% of voting securities after the mergeneorganization

. The sale of substantially all of the assets oflithedation or dissolution of the Compar
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. The nomination and election in a two-year period afiajority of directors by persons other thanitibembent directors, unless
each new director elected during the two-year jperias nominated or elected by two-thirds of theimbent directors then in
office and voting; an

. The acquisition by any person of 50% or more ofGloepan’s outstanding voting securitie

The table below sets forth the estimated benefiy@ple to each named executive officer under thewiing scenarios: (i) change in
control of the Company on April 2, 2011, with (a) termination of employment and (b) original awandseplacement awards continuing to
vest per the original terms; (ii) change in contbthe Company on April 2, 2011, with (a) no temation of employment and (b) the voting
securities of the surviving company not listed amational securities exchange or no replacementdsaiasued; (iii) change in control of the
Company on April 2, 2011, and the named executifiess’s employment is involuntarily terminated Hye Company without cause or
terminated by the named executive officer for goeason on April 2, 2011; and (iv) no change in oardf the Company, and the named
executive officer's employment is involuntarily teinated by the Company without cause or terminbtethe named executive officer for
good reason on April 2, 2011.

Benefits and

Compensation Perquisites
Restricted
Stock Options Stock Units
Cash Unvested/ Unvested/ Pos-termination 280G Grossip

Name Base Salary Bonus Plan Accelerated (1 Accelerated Health Benefits Payment Total
Change in control — no employmer

termination and replacement

award issued or original award

continues vesting
Nicholas Konidaris (2 — — — — — — —
Paul Oldham (3 — $ 220,50( — — — — $ 220,50(
Robert DeBakker (3 —  $ 154,20( — — — — $ 154,20(
Kerry Mustoe (4, — — — — — — —
Bing-Fai Wong (4) — — — — — — —
Change in control — no employmer

termination and common stock

ceases to be exchange listed or

replacement award issued
Nicholas Konidaris (2 — — $1,152,95 $3,790,54 — —  $4,943,49i
Paul Oldham (3 — $ 220,500 $ 636,90( $1,158,72 — —  $2,016,12
Robert DeBakker (3 — % 154200 $ 35841( $ 962,76( — —  $1,475,37
Kerry Mustoe (4, — — $ 256,31' $ 843,48( — —  $1,099,79!
Bing-Fai Wong (4) — — $ 292,79 $ 557,20¢ — —  $ 849,99
Change in control involuntary

termination without cause or

termination with good reason
Nicholas Konidaris (2 $1,088,000 $1,088,001 $ 1,152,951 $3,790,54 — $1,878,22! $8,997,72.
Paul Oldham (3 $ 315,000 $ 220,50 $ 636,90( $1,158,72( $ 15,40 $ 735,34! $3,081,86!
Robert DeBakker (2 $ 257,000 $ 154,20 $ 358,41 $ 962,76( $ 15,40 —  $1,747,77
Kerry Mustoe (4. — — $ 256,31! $ 843,48l — —  $1,099,79
Bing-Fai Wong (4) — — $ 292,79C $ 557,20t — — $ 849,99

No change in contro— involuntary
termination without cause or
termination with good reason

Nicholas Konidaris (2 $ 544,000 $ 891,88t — $ 857,68l — —  $2,293,56!
Paul Oldham (3 — — — $ 518,79 — — $ 518,79.
Robert DeBakker (3 — — —  $ 483,45 — —  $ 483,45¢
Kerry Mustoe (4. — — — $ 411,55 — — $ 411,55
Bing-Fai Wong (4) — — — $ 243,19 — — $ 243,19
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(1) This column records the value of accelerated stqtions, which includes stock appreciation rig
(2) Nicholas Konidaris

a.

Base Salary: Upon termination by executive witlgmod reason or by the Company for cause regardiewhether a change in
control has occurred, only the base salary eaaredipayable through the effective date of termimais payable. Upon involuntary
termination without cause or termination for goedson by the executive within 24 months followinchange in control, lump su
payment of two times the annual salary then inctffedue. This payment is subject to certain itidins on amounts payable witl
the first six months after termination. Upon teration by the Company without cause or by executivegood reason, if no change
in control has occurred, one times the annual balsey in effect immediately prior to the time efrhination is payable in equal
installments coinciding with the Company’s normay practices over 12 months, subject to certaiitditions on amounts payable
within the first six months after termination. Asych payments shall be repaid to the Company byKimidaris if he materially
violates his employee confidentiality, r-competition and assignment agreem

Cash Bonus: Upon termination by executive witlgmod reason or by the Company for cause, onlatimeial bonus earned and
payable up to the effective date of terminatiopagable. Upon involuntary termination without caoséermination for good reas
by the executive within 24 months of a change imticd, lump sum payment of two times the annuajeacash bonus is due. This
payment is subject to certain limitations on ameypatyable within the first six months after terntioa. Upon termination by the
Company without cause or by executive for goodaras no change in control has occurred, the pta portion of the bonus that
would have been earned by Executive for the yearhich the termination occurs is payat

Equity-based Awards: Amounts in the table asebaon the closing stock price on April 1, 201$7.04 and the number of stock
options or restricted stock units for which vestisgcceleratec

i. Stock Options (includes stock appreciation rig

1. Upon a change in control with no termination, gtions will continue to vest per the original terihthe stock continue
to be listed for trading. If the stock ceases tdidied for trading and replacement awards areedsthey will have the
same terms as the original optio

2. Upon a change in control with no terminatiohpations will immediately vest if the stock ceasedbe listed for trading
or no replacement awards are isst

3. Upon involuntary termination without cause antaation by the executive for good reason withdinn2onths following
a change in control, all options will immediatekyst and will continue to be exercisable for threarg following
termination, provided that none shall be exercisalfiler their expiration date under the originaite of the grant

4.  Upon involuntary termination without cause antaation by the executive for good reason, if harege in control has
occurred, the option may be exercised to the extentit is vested at termination. In addition, pr Konidaris’
employment contract, options will continue to viesttwo years following termination and will contia to be
exercisable for three years following terminatiprgvided that none shall be exercisable after tqgiiration date under
the original terms of the grar

ii. Restricted Stock Unit Awarc

1. Upon a change in control with no termination, atbads will continue to vest per the original terifnthe stock continue
to be listed for trading. If the stock ceases tdidgied for trading and replacement awards areedsthey will have the
same terms as the original awai

2. Upon a change in control with no terminatiohaalards will immediately vest if the stock ceatebe listed for trading
or no replacement awards are issued. Performarssdyastricted stock units will be immediately atia based upon
deemed attainment of target performance or acerébpnance, if greater, and will immediately véstthe case of the
performance-based restricted stock units awardétbiyn 2010, if the change in control takes the fafmna sale of the
company, the units will vest based on the gredtearget or actual performance, regardless of wévethe acquirer’s
stock is listed for trading. Deemed attainment@®% was used for calculations in this tal

3. Upon involuntary termination without cause antmation by the executive for good reason withinn2onths following
a change in control, all awards will immediatelsudPerformance-based restricted stock units wilinbmediately
adjusted based upon deemed attainment of targetrpemce or actual performance, if greater, antiminediately
vest. Deemed attainment of 100% was used for alouls in this table

4.  Upon involuntary termination without cause antaation by the executive for good reason, if harege in control has
occurred, all awards, other than time-based réstristock units granted in May 2010, will contirtaevest for two years
following termination. At the end of the two additil years of vesting, all awards that are noyfudisted will
immediately vest by a pro rata percentage. Withaesto time-based restricted stock units graméday 2010, upon
termination a number of shares will vest equal batwould have vested if executive received twayeantinued
vesting, prorated if approprial

Tax Gross-Up: If payments made to executiveoimection with a change of control as defined uigmtion 280G of the Internal
Revenue Code, including vesting of equity-basedrdsyavould subject executive to excise tax undeti®e 4999 of the Internal
Revenue Code, then executive will receive an aattitiamount so that, after payment of all taxescative will receive the same
amount he would have received had the underlyiygneats not been subject to excise
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(3) Other Named Executive Officers with Change in Calnf\greement:

a.

Base Salary: Upon involuntary termination withcause or termination for good reason by the elexwithin 24 months of a
change in control, payment of one times the anbasé salary at the rate in effect immediately godhe termination, with onkalf
payable in six monthly installments and the balgveie in a lump sum six months after the date whieation.

Cash Bonus: Upon a change in control while etveeis employed, lump sum payment of one timeggtieaiter of the target bonus
or the performance against bonus criteria is dukimvBO days of a change in control. Upon involuptarmination without cause
termination for good reason by the executive witdnrmonths of a change in control, payment of aneg the annual target cash
bonus is due 6 months after termination. Amounthéntable are based on target amot

Equity-based Awards: Amounts in the table asebaon the closing stock price on April 1, 201$7.04 and the number of stock
options or restricted stock units for which vestisgcceleratec

i. Stock Options (includes stock appreciation rig

1. Upon a change in control with no termination, gtions will continue to vest per the original terihthe stock continue
to be listed for trading. If the stock ceases tdidgied for trading and replacement awards areesthey will have the
same terms as the original optio

2. Upon a change in control with no terminatiohpgations will immediately vest if the stock ceasedbe listed for trading
or no replacement awards are isst

3. Upon involuntary termination without cause antaation by the executive for good reason withdinn2onths following
a change in control, all options will immediatelgst.

4.  Upon involuntary termination without cause antaation by the executive for good reason, if harege in control has
occurred, the option may be exercised only to #ter that it is vested at terminatic

ii. Restricted Stock Unit Awarc

1. Upon a change in control with no termination, atbads will continue to vest per the original terifnthe stock continue
to be listed for trading. If the stock ceases tdidted for trading and replacement awards aresigsthey will have the
same terms as the original awai

2. Upon a change in control with no terminatiohaalards will immediately vest if the stock ceatebe listed for trading
or no replacement awards are issued. Performarsesvastricted stock units will be immediately atid based upon
deemed attainment of target performance or acerébpnance, if greater, and will immediately véstthe case of the
performance-based restricted stock units awardétbi;n 2010, if the change in control takes the fafma sale of the
company, the units will vest based on the gredtearget or actual performance, regardless of wévethe acquirer’s
stock is listed for trading. Deemed attainment@®% was used for calculations in this tal

3. Upon involuntary termination without cause antmation by the executive for good reason withdinn2onths following
a change in control, all awards will immediatelsudPerformance-based restricted stock units wilinbmediately
adjusted based upon deemed attainment of targetrpemce or actual performance, if greater, andiminediately
vest. Deemed attainment of 100% was used for clounk in this table

4.  Upon involuntary termination without cause antaation by the executive for good reason, if harege in control has
occurred, all awards will immediately vest by a prta percentage. Performance-based restrictek stots will be
immediately adjusted based upon deemed attainni¢atget performance or actual performance, if gmeanultiplied
by a pro rata percentage and will immediately VEse attainment percentages measured as of theh fguarter of fiscal
2011 were used for calculations in this ta

Other Benefits: Upon involuntary termination lvatit cause or termination for good reason by tleeatve within 24 months of a
change in control, 12 months of health and dentairiance will be provided to the executive andchigered dependent

Tax Gross-Up: If payments made to executiveoimection with a change of control as defined ur@mtion 280G of the Internal
Revenue Code, including vesting of equity-basedrdsyavould subject executive to excise tax undeti®e 4999 of the Internal
Revenue Code, then executive will receive an amttiifiamount so that, after payment of all taxescative will receive the same
amount he would have received had the underlyiygneats not been subject to excise

(4) Other Named Executive Officers without a ChangEamtrol Agreemen

Equity-based awards: Amounts in the table ametan the closing stock price on April 1, 201%b7.04 and the number of stock
options or restricted stock units for which vestisgcceleratec

Stock option (includes stock appreciation rightfe@ments contain the same provisions as desdridéabtnote 3.c.i abov
Restricted stock unit agreements contain the samagons as described in Footnote 3.c.ii abt
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Other Benefits Triggered upon Termination due to Dath, Disability or Retirement

At fiscal year-end 2011, the named executive offi¢eeld outstanding options (including stock apiatéan rights) and unvested
restricted stock units as set forth in the Outstané&quity Awards table above. The stock option stk appreciation rights agreements
governing all options and stock appreciation rigittsvide that if an optionee’s employment termisaiecause of death or total disability, the
option may be exercised at any time before theratiph date of the award or the date 12 months #ftedate of termination, whichever is
shorter period, but only if and to the extent tpéianee was entitled to exercise the option atite of termination. Restricted stock unit
agreements provide for prorated acceleration ohtisard if the executive ceases to be an employaedson of death, total disability or
normal retirement.

The following table shows the values of the restdcstock units, stock options and stock apprexiaights that would have accelerated
vesting if the named executive officer's employmiead terminated as of April 2, 2011 due to deattglility or retirement.

Named executive officer Death or Disability (1) Retirement (2)
Nicholas Konidaris $ 1,925,42 $1,882,14(3)
Paul Oldhar $ 518,79: —
Robert DeBakke $ 483,45¢ —
Kerry Mustoe $ 411,55: —
Bing-Fai Wong $ 233,72¢ —

(1) Amounts in this column represent the numbeesfricted stock unit shares with accelerated ngstnultiplied by the closing market
price of the Compar's common stock on April 1, 2011 ($17.0

(2) Amounts in this column include the value in §bpve, as well as the number of stock option émeksappreciation right shares
accelerated multiplied by the closing market pa€éhe Compan’s common stock on April 1, 2011 ($17.04) less th&on price.

(3) Includes $278,208 of accelerated vesting obogtand stock appreciation rights due to retirerpeavisions in Mr. Konidaris’ equity
and employmeragreements

COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed the Comafiendiscussion and Analysis and discussed it miémagement. Based on its
review and discussion with management, the Compiens@ommittee recommended to the Board of Dirextbat the Compensation
Discussion and Analysis be included in the Compa#yinual Report on Form 10-K for the fiscal pereed April 2, 2011 and the
Company’s proxy statement for the 2011 annual mgeti

By the Compensation Committee:

Barry L. Harmon, Chairman
Richard J. Faubert

Edward C. Grady

David Nierenberg

Jon D. Tompkins
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COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The Compensation Committee consisted of directarsyB.. Harmon (Chairman), Richard J. Faubert, Bdwa Grady, David
Nierenberg and Jon D. Tompkins during the last detad fiscal year. No Compensation Committee merisber has been an employee
the Company or has any other material relationslitip the Company except for Barry L. Harmon, whoved as President and Chief
Executive Officer of the Company from April 2003tilidanuary 2004 and as Senior Vice President dndf@inancial Officer from 1992 to
1999.

REPORT OF THE AUDIT COMMITTEE

The Audit Committee assists the Board of Directorlfilling its responsibility for oversight ohie quality and integrity of the
accounting, auditing and financial reporting preesi of the Company. In May 2011, the Board of Doecapproved and adopted an amended
Audit Committee Charter, a copy of which is avdiabn the Company’s website at www.esi.com.

The Audit Committee oversees the Company’s accogrand financial reporting processes on behali@Board of Directors and
oversees the audits of the Company’s financiaéstahts. Management has the primary responsibdityhie financial statements and the
reporting processes including the systems of imaferantrols.

The Audit Committee discussed with the Companydependent auditors the overall scope and plarthéar audit. The Audit
Committee meets with the independent auditors, aiith without management present, to discuss thdtsed their examination, their
evaluation of the Company’s internal and disclosumetrols and the overall quality of the Comparfinancial reporting.

In connection with the Company’s audited finansiaitements for the fiscal year ended April 2, 2@té Audit Committee (1) reviewed
and discussed the audited financial statementsméthagement; (2) discussed with the independeritioasithe matters required to be
discussed by Statement on Auditing Standards Ncad (3) received the written disclosures anddtter from the independent auditors
required by Independence Standards Board Standardl Bhd discussed with the independent auditersnttependent auditors’
independence.

Based upon these reviews and discussions, the Sodimittee has recommended to the Board of Dirsctord the Board of Directors
has approved, that the Company’s audited finastééments be included in the Company’s Annual RepoForm 10-K for the fiscal year
ended April 2, 2011 for filing with the Securitiaad Exchange Commission.

By the Audit Committee:

Robert R. Walker, Chairman
Frederick A. Ball
Gerald F. Taylor
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PRINCIPAL ACCOUNTING FEES AND SERVICES

The following table shows the fees billed or acdrteethe Company for the audit and other servicesiged in fiscal 2011 and fiscal
2010 by KPMG LLP, the Company’s principal accougtfitm.

2011 2010
Audit Fees (1) $593,50( $877,50(
Tax Fees (2) $ 64,60’ $ 63,85(
Totals $658,10: $941,35(

(1) Audit Fees represent fees for professionaliseswerformed in connection with the audit of @@mpany’s financial statements,
including reviews of interim financial statememsluded in Form 10-Q and registration statememis,the audit of the Company’s
internal control over financial reportin

(2) Tax Fees represent fees billed for tax compliateoeadvice and tax plannin

All services to be provided by KPMG LLP are reqdite be approved by the Audit Committee in advaite audit services are
approved annually. These services include, bubharéimited to, the annual financial statement gugiviews of consolidated quarterly results
as reported on Form 10-Q and review of registrastatements filed by the Company. With respecttwises other than audit services, at
least annually, the independent auditor submitheécAudit Committee for its approval the anticighgagements for the ensuing year, e
at the time the Audit Committee reviews and appsdhe annual audit engagement, or at a time spaltyfischeduled for reviewing such
other services. Quarterly, and in conjunction vifith Audit Committee’s regularly scheduled meetirigs,independent auditor presents to the
Audit Committee for pre-approval any proposed eegaents not previously reviewed and approved. Iretleat that an audit or non-audit
service requires approval before the next regukstheduled meeting of the Audit Committee, the @mudhust contact the Chairman of the
Audit Committee to obtain such approval. The applorust be reported to the Audit Committee at @stmegularly scheduled meeting.
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PROPOSAL 2: RATIFICATION OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM

KPMG LLP audited the Company'’s financial statemdatshe fiscal year ended April 2, 2011 and hasrbappointed to audit the
Company’s financial statements for the fiscal y&ading March 31, 2012. While not required, the BlagfrDirectors is submitting this
appointment for ratification by the shareholderspfRsentatives of KPMG LLP are expected to atteadrteeting, where they are expected to
be available to respond to appropriate questiodsifithey desire, to make a statement.

If the appointment is not ratified, the Audit Conti@é will consider whether it should select anoihdependent registered public
accounting firm to audit the Company’s financiatetments.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E FOR THE RATIFICATION OF THE
SELECTION OF KPMG LLP AS ESI'S INDEPENDENT REGISTER ED PUBLIC ACCOUNTING FIRM FOR THE 2012 FISCAL
YEAR.

PROPOSAL 3: ADVISORY VOTE ON EXECUTIVE COMPENSATION

The Dodd-Frank Wall Street Reform and Consumerdetimn Act (the “Dodd-Frank Act”gnacted in July 2010, and Section 14A of
Securities Exchange Act of 1934 (the “Exchange Aattjuire that we ask our shareholders to appmve, nonbinding, advisory basis, the
compensation of our named executive officers adatied in this proxy statement (commonly known &sag-on-pay” proposal). This vote is
not intended to address any specific element ofpamsation, but rather the overall compensatioruohamed executive officers. This
shareholder vote on executive compensation is advinly, and is not binding on the Company, ouaibof Directors or the Compensation
Committee.

As discussed in more detail in the “Compensaticstission and Analysis” above, our executive comgd@ns program is designed to
attract, motivate and retain talented executiveeef§; to motivate progress toward achieving gstablished corporate financial objectives
individual operational objectives, while balanciregvards for short-term and lorigrm performance; and to align the interests ofexacutive
officers with those of shareholders. Executive cengation for all executive officers is benchmarkgédinst similarly situated executive
officers at peer group companies, and reviewed ahnuwe believe that the 2011 fiscal year comp#dasaf our named executive officers
was appropriate and aligned with the Company’s A&l year results.

Accordingly, we are asking our shareholders to appthe following resolution:

“RESOLVED, that the Company’s shareholders appromean advisory basis, the compensation of the dawrecutive officers, as
disclosed in the Company’s Proxy Statement for20iEl Annual Meeting of Shareholders pursuant tatimepensation disclosure rules
of the Securities and Exchange Commission, inclytliie Compensation Discussion and Analysis, thd Zlimmary Compensation
Table and the other related tables and discloSures.

This proposal will be approved if a majority of thates cast at the annual meeting are voted “F@R"groposal. Abstentions and
“broker non-votes” will not be counted as votest @asl therefore will not affect the determinati@ta whether this proposal is approved.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E FOR THE APPROVAL OF THE
COMPENSATION OF OUR NAMED EXECUTIVE OFFICERS, AS DI SCLOSED IN THIS PROXY STATEMENT.

35



PROPOSAL 4: ADVISORY VOTE ON THE FREQUENCY OF
THE VOTE ON EXECUTIVE COMPENSATION

The Dodd-Frank Act and Section 14A of the Exchafgealso require that we give our shareholdersoghygortunity to vote, on a non-
binding, advisory basis, for their preference akdw frequently in the future we should conductaldgisory “say-on-pay” vote described in
Proposal No. 3 above. Shareholders may indicatehehéhey would prefer that we conduct future aolwjis/otes on executive compensation
every one, two or three years. Shareholders mayadistain from casting a vote on this proposals Thareholder vote is advisory only, an
not binding on the Company, our Board of Directmrshe Compensation Committee.

After careful consideration, the Board of Directoesommends that future advisory votes on execuativepensation occur every year.
We have determined that an annual advisory votexecutive compensation will allow our shareholdergrovide timely, direct input on the
Company’s executive compensation philosophy, padieind practices as disclosed in the proxy stateeaeh year. The Board of Directors
believes that an annual vote is, therefore, casrsistith the Company’s efforts to engage in an amgydialogue with our shareholders on
executive compensation and corporate governandenmsat

The proxy card provides shareholders with the dpityy to choose among four options (holding théevevery one, two or three years,
or abstaining) and, therefore, shareholders willbgovoting to approve or disapprove the recommgéoiaf the Board of Directors.

The advisory vote regarding the frequency of treraholder vote described in this proposal shatldtermined by a plurality of the
votes cast. The option of one year, two yearsmaetlyears that receives the highest number of watstsby shareholders will be the frequency
for the advisory vote on executive compensatiohtiha been selected by shareholders. Abstentiahtbhaoker non-votes” will not be
counted as votes cast for any of the options.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR THE OPTION OF ONCE
EVERY YEAR AS THE PREFERRED FREQUENCY FOR ADVISORY VOTES ON EXECUTIVE COMPENSATION.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

None.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchange Act o#41@Rjuires the Company’s executive officers, doecand persons who own more
than ten percent of the Common Stock to file repoftownership and changes in ownership with treufties and Exchange Commission
(SEC). Executive officers, directors and benefiolahers of more than ten percent of the CommonkSioe required by SEC regulations to
furnish the Company with copies of all Section }6¢@ms they file. Based solely on a review of topies of such forms received by the
Company and on the written representations frorratereporting persons that they have complied withrelevant filing requirements, the
Company believes that its executive officers amdadors have complied with all applicable Sectiéfa) filing requirements for transactions
during the 2011 fiscal year, with the following exytion:

. David Nierenberg had one late filing in fiscal 2Q&lated to a grant of shares on May 13, 2|
36



OTHER MATTERS

Directions to Annual Meeting

The Annual Meeting will be held at the Company'8aa&fs at 13900 NW Science Park Drive, Portland gorne From the Portland
International Airport, follow signs towards Portth@ity Center/Downtown. Take the 1-205 south rampdrds Portland/Salem (1-84). Take
the 1-84 west/US-30 west exit (exit number 21B) aods Portland. Take the 1-5 south ramp towardsnSdlake the K05 north ramp towarc
Beaverton (US-26)/City Center. Take the US-26 vi@sll Ave. exit (exit number 1D) towards Beavertulerge onto US-26 west. Take the
Murray Blvd exit (exit number 67). Turn right otV Murray Rd. Turn left onto NW Science Park Drive.

From I-5 south, take exit 292A to merge onto OR-Ba&ith toward Tigard/Beaverton. Take the exit dd®26 west toward
Astoria/Tillamook. Merge onto US-26 west. Take kerray Blvd exit (exit number 67). Turn right oV Murray Rd. Turn left onto NW
Science Park Drive.

Shareholder Proposals in the Company’s Proxy Stateemt

Shareholders wishing to submit proposals for irolugn the Company’s proxy statement for the 20d2ual meeting of shareholders
must submit the proposals for receipt by the Compant later than March 9, 2012.

Shareholder Proposals not in the Company’s Proxy &tement

Shareholders wishing to present proposals for metidhis annual meeting or at another sharehdldersting must do so in accordance
with the Company’s bylaws. A shareholder must ginesly notice of the proposed business to the Caowigasecretary. To be timely, a
shareholdes notice must be in writing and delivered to thersgry not less than 90 days nor more than 128 gagr to the anniversary ds
of the prior yeas annual meeting of shareholders; provided, howéfat in the event that the date of the annuatimgés advanced by mo
than 30 days or delayed (other than as a resaldjoluirnment or postponement) by more than 70 days the anniversary of the previous
yeal's annual meeting, notice by the shareholder, torbely, must be received by the Company’s secyatarearlier than 120 days before
such annual meeting and no later than the laté0afays before such annual meeting or 10 daysWoilpthe day on which public
announcement of the date of the meeting was fiestenA shareholder proposal must include the inddion specified in the Company’s
bylaws, and a copy of the relevant provisions efBylaws will be provided to any shareholder upaitten request to the Company’s
secretary. The chairman of the meeting may, ifélets warrant, determine and declare that the bssiwas not properly brought before the
meeting in accordance with the Company’s bylawg Tbmpany expects the 2012 Annual Meeting of Sluddelhs to be held on August 9,
2012.

Shareholders who wish to submit a shareholder maEhould do so in writing addressed to the SagreElectro Scientific Industries,
Inc., 13900 NW Science Park Drive, Portland, Orege229-5497.

Shareholder Nominations for Directors

Shareholders wishing to directly nominate candisl&te the Board of Directors at an annual meetingtnado so in writing, in
accordance with the Company’s bylaws and delivévatie secretary of the Company not less than 96 dar more than 120 days prior to
the anniversary date of the prior year’s annualtmgef shareholders provided, however, that indhent that the date of the annual meeting
is advanced by more than 30 days or delayed (titla@ras a result of adjournment or postponementdne than 70 days from the
anniversary of the previous yesinnual meeting, notice by the shareholder, tinbely, must be received by the secretary no eathi@n 12(
days before such annual meeting and no later tiafater of 90 days before such annual meetin@atays following the day on which
public announcement of the date of the meetingfilstsmade. A shareholder proposal must includetf@mation specified in the
Company’s bylaws, and a copy
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of the relevant provisions of the bylaws will b@yided to any shareholder upon written requeshécGompany’s secretary. Shareholders
wishing to make any director nominations at anyc&deneeting of shareholders held for the purpdsaexting directors must do so, in
accordance with the bylaws, by delivering timelyic®to the Secretary setting forth the informatspecified in the Company’s bylaws for
annual meeting nominations. To be timely, the motrwst be given not later than 10 days followirggday on which public announcement is
first made of the date of the special meeting &iediominees proposed by the Board of Directorgtelécted at the meeting. To be eligibl
be a nominee for election as a director of the Camgpany nominee proposed by a shareholder musedéhe items specified in the
Company'’s bylaws. The chairman of the meeting afsholders may, if the facts warrant, determiné @h@omination was not made in
accordance with the proper procedures. If the ofeirdoes so, the chairman shall so declare to gsdimg and the defective nomination sl
be disregarded.

Transaction of Other Business

Although the Notice of Annual Meeting of Sharehatdprovides for the transaction of such other bessras may properly come before
the meeting, the Board of Directors has no knowdeolgany matters to be presented at the meetireg ttan those referred to herein. The
enclosed proxy, however, gives discretionary aiyar the event that any other matters should tesgnted.

By Order of the Board of Directors
/s/ Paul Oldham

Paul Oldham
Vice President of Administration, Chief Financial
Officer and Corporate Secretary

Portland, Oregon
July 7, 2011
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Important Notice Regarding the Avallability of Proxy Materials for the Annual Meeting: The Motice & Proxy Statement, Annual Repon isf
ere avaitable at wanw, proxyvole.com

ELECTRO SCIENTIFIC INDUSTRIES, INC.
Annual Meeting of Shareholders
August 11, 2011 2:00 PM
This proxy is solicited by the Board of Directors

The shareholder(s) hereby appoint{s) Nicholas Konidaris and Paul Qldham, or either of them, as proxies, each
with the power o appoint his substitule, and hereby authorizes them to represent and to vole, as designated on
the revarse side of this ballot, all of the shares of Comman Stock of ELECTRO SCIENTIFIC INDUSTRIES, INC.
that the shareholder(s) isfane entitled to vote at the Annual Meeting of shareholder(s) o be held at 2:00 PM PDT
on 811/2011, at ESP's offices, 13800 NW Science Park Driva, Portland, Cregon, and any adjournment or
postponement theraof.

This proxy, when properly executed, will be voted in the manner directed herein. if no such direction is
made, this proxy will be voted in accordance with the Board of Directors’ recommendations.

Continued and to be signed on reverse side




