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NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

To the Shareholders of Cree, Inc.:

The 2013 Annual Meeting of Shareholders of Cree, Wwill be held at the offices of the corporatiardd?25 Silicon Drive, Durham, Nor
Carolina 27703, on Tuesday, October 29, 2013, ®018.m. local time, to consider and vote uponftfiewing matters and to transact such
other business as may be properly brought beferentreting:

- Proposal No. 1—Election of sevdirector:
+  Proposal No. 2—Approval of the 2013 Lofigrm Incentive Compensation P

«  Proposal No. 3—Approval of amendments to the 20@plByee Stock Purchase Plan to increase the nuofilséares
authorized for issuance under the plan by 2,000sb@0es and extend the plan term for five years

- Proposal No. 4—Ratification of the appointment afigf & Young LLP as independent auditors for tlsedi year ending June
29, 2014

+  Proposal No. 5-Advisory (nonbinding) vote to approve executive pemsatio

All shareholders are invited to attend the meeitingerson. Only shareholders of record at the cbésmisiness on August 30, 2013 are
entitled to notice of and to vote at the meeting.

By order of the Board of Directors,

Bradley D. Kohn
Secretary

Durham, North Carolina
September 10, 2013

PLEASE NOTE :

We are primarily providing access to our proxy mate over the Internet pursuant to the Securdied Exchange Commission’s “notice
and access” rules. Beginning on or about Septefithef013, we expect to mail to our shareholdé¥stice of Internet Availability of Proxy
Materials which will indicate how to access our 20roxy Statement and 2013 Annual Report on theriet. The Notice also includes
instructions on how you can receive a paper copgoaf annual meeting materials, including the reot€ annual meeting, proxy statement
and proxy card.

Whether or not you plan to attend the meeting ns@e, please submit voting instructions for youarsls promptly using the directions
your Notice or, if you elected to receive printedxy materials by mail, your proxy card, to votedme of the following methods: (1) over 1
Internet, by accessing the website addvesss.proxyvote.com(2) by telephone, by calling the toll-free teleple number 1-800-696903; or
(3) if you elected to receive printed proxy matksriagy mail, by marking, dating and signing yourxgr@ard and returning it in the
accompanying postage-paid envelope.
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CREE, INC.

PROXY STATEMENT

2013 PROXY SUMMARY

This summary highlights information contained iis throxy statement. The summary does not conthof &ie information that you should
consider; please read the entire proxy statemerefodly before voting.

Annual Meeting of Shareholders » Place:Cree, Inc. offices at 4425 Silicon Drive, Durhangri
Carolina 27703

» Date and timeTuesday, October 29, 2013, at 10:00 a.m.
» Record DateAugust 30, 2013

» Approximate Date of Availability of Proxy Materials
September 16, 2013

» Voting: Shareholders as of the record date are entitledt®
Each share of common stock is entitled to voteefarh director
nominee and to one vote for each of the other malgdo be
voted on.

Voting matters and Board recommendations * Election of seven directo(§OR THE NOMINEES)

» Approval of a 2013 Long-Term Incentive Compensatitsn
(FOR)

» Approval of amendments to our 2005 Employee Stagictrase
Plan to increase the number of shares authorizeédsoance
under the plan by 2,000,000 shares and extendahetgrm for
five years(FOR)

« Ratification of the appointment of Ernst & YoungRlas our
independent auditors for the fiscal year endinge2fy 2014
(FOR)

» Advisory (nonbinding) vote to approve executive pemsation

(FOR)

Board nominees * Charles M. Swobod&Cree, Inc. Chairman, President and Chief
Executive Officer. Cree Director since 1999.

» Clyde R. Hoseirxecutive Vice President and Chief Financial
Officer of RingCentral, Inc. Cree Director sinced30

* Robert A. IngramGeneral Partner in Hatteras Venture Partr
Cree Director since 2008.

» Franco PlastinaPresident and Founder of Arc & Company,
LLC. Cree Director since 2007.

» Alan J. RuudCree, Inc. Vice Chairman-Lighting. Cree
Director since 2011.

* Robert L. TillmanFormer Chairman, President and Chief
Executive Officer of Lowe’s Companies, Inc. Creedoior
since 2010.

» Thomas H. Wernefhief Executive Officer and Director of
SunPower Corporation. Cree Director since 2006.
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Named executive officers for fiscal 2013

Approval of 2013 Long-Term Incentive
Compensation Plan

Approval of amendments to our 2005
Employee Stock Purchase Plan

Independent auditors

Advisory (nonbinding) vote to approve
executive compensation

Charles M. SwobodaChairman, President and Chief
Executive Officer

Michael E. McDevitt Executive Vice President and Chief
Financial Officer

Norbert W. G. Hiller, Executive Vice President-LEDs
Tyrone D. Mitchell, Jr, Executive Vice President-Lighting

We are seeking shareholder approval of our 2013jiIerm
Incentive Compensation Plan to replace our curpkam that
expires in 2015 and to allow for an increase inrthmber of
shares available for grant. Our Board of Directors
recommends a FOR vote because we believe thability &
make equity awards to our employees and directors i
important to align their interests with those of shareholders
and to enable us to retain and motivate our emplaye

We are seeking shareholder approval of amendmeiatsrt
2005 Employee Stock Purchase Plan to increaseutider of
shares authorized for issuance under the planG0)00
shares and extend the plan term, which currenibyrex in
2015, until 2020. Our Board of Directors recommeadOR
vote because we believe that the plan helps dliginterests
of our employees with those of our shareholdershaatps us
to retain and motivate our employees.

Although not required, we ask shareholders toyraitié
selection of Ernst & Young as our auditors for fisical year
ending June 29, 2014. Our Board of Directors recenus a
FOR vote.

Annually, our shareholders consider and vote on the
compensation of our named executive officers oadansory
(nonbinding) basis. Our Board of Directors recomdsea
FOR vote.
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MEETING INFORMATION

The Board of Directors of Cree, Inc., or the Compas asking for your proxy for use at the 2013 AahMeeting of Shareholders and
any adjournments of the meeting. The meeting veilhbld at our offices at 4425 Silicon Drive, Durhatorth Carolina 27703, on Tuesday,
October 29, 2013, at 10:00 a.m. local time, to cehthe following business and such other busiasssay be properly brought before the
meeting: (1) election of the seven directors listethis proxy statement; (2) approval of a 2013¢-derm Incentive Compensation Plan, or
the Proposed LTIP; (3) approval of amendmentsed®D5 Employee Stock Purchase Plan, or the ESRicrease the number of shares
authorized for issuance under the plan by 2,000sb@®es and extend the plan term for five yeajssaidfication of the appointment of Ernst
& Young LLP as our independent auditors for thedig/ear ending June 29, 2014; and (5) advisorglfimuling) vote to approve executive
compensation.

The Board of Directors recommends that you vote FORhe election of the director nominees listed in tis proxy statement, FOR
approval of the Proposed LTIP, FOR approval of theamendments to the ESPP, FOR ratification of the apgintment of Ernst &
Young LLP as our independent auditors for the fischyear ending June 29, 2014, and FOR the advisorpgnbinding) vote to approve
executive compensation.

Beginning on or about September 16, 2013, proxyeras for the annual meeting, including this pratgtement and our 2013 Annual
Report, are being made available to shareholdeitteelrto vote at the annual meeting. The annuabirieis not part of our proxy soliciting
materials.

Important Notice Regarding the Availability of Proxy Materials
For the Shareholder Meeting to Be Held on October®, 2013:

The annual report and proxy statement will be avaiéble on the Internet at
www.cree.com/annualmeeting.

Pursuant to the Securities and Exchange Commisstbittice and Access” rules, we are furnishing grmaterials to our shareholders
primarily via the Internet. Beginning on or aboefpfmber 16, 2013, we intend to mail to our shddene a Notice of Internet Availability of
Proxy Materials, or Notice, containing instructianshow to access our proxy materials on the leteincluding our proxy statement and our
annual report. The Notice also instructs you on lgow can vote using the Internet and by teleph@tleer shareholders, in accordance with
their prior requests, have received e-mail notiftgaof how to access our proxy materials and viaethe Internet or by telephone, or have
been mailed paper copies of our proxy materialseapobxy card or voting form.

Internet distribution of our proxy materials is @ged to expedite receipt by shareholders, lowerctist of the annual meeting, and
conserve natural resources. If, however, you wpudder to receive printed proxy materials, pleadkow the instructions included in the
Notice. If you have previously elected to receiue proxy materials electronically, you will conteto receive these materials v-mail
unless you elect otherwise.




Table of Contents

VOTING PROCEDURES
Who Can Vote

Only shareholders of record of the Company at thgecof business on August 30, 2013 are entidadte at the meeting and any
adjournments of the meeting. At that time, thereend?0,114,210 shares of the Company’s common stotstanding, each of which is
entitled to one vote on each matter submittedvota at the meeting.

How You Can Vote
You may vote shares by proxy or in person usingajribe following methods:

» Voting by InternetYou can vote over the Internet by following theediions on your Notice to access the website addres
www.proxyvote.comThe deadline for voting over the Internet is MapdOctober 28, 2013 at 11:59 p.m. Eastern time.

» Voting by Telephon&ou can vote by calling the toll-free telephone tuemat 1-800-690-6903. The deadline for votingédgghone
is Monday, October 28, 2013 at 11:59 p.m. Easiara.t

* Voting by Mail.If you requested printed proxy materials, you cate\oy completing and returning your signed proagdc To vote
using your proxy card, please mark, date and $igrcard and return it by mail in the accompanyiogtage-paid envelope. You
should mail your signed proxy card sufficientlyadvance for it to be received by Monday, October22d 3.

* Voting in PersonYou can vote in person at the meeting if you aeeréitord owner of the shares to be voted. You smvate in
person at the meeting if you present a properigesigoroxy that authorizes you to vote shares oalbehthe record owner. If a
broker, bank, custodian or other nominee holds gbhares, to vote in person at the meeting you present a letter or other proxy
appointment, signed on behalf of the broker or ma®j granting you authority to vote the shares.

How You Can Revoke Your Proxy and Change Your Vote

You can revoke your proxy and change your votelhaftending the meeting and voting in persongd@ivering written notice of
revocation of your proxy to the Secretary at ametbefore voting is closed; (3) timely submittirganvoting instructions by telephone or
over the Internet as described above; or (4) if igmuested printed proxy materials, timely submtta signed proxy card bearing a later date.

How Your Proxy Will Be Voted

If you timely submit your proxy over the Internby; telephone, or by proxy card as described abodenave not revoked it, your shares
will be voted or withheld from voting in accordaneéh the voting instructions you gave. If you tilmeubmit your proxy as described above
without giving voting instructions, your shareshié voted FOR the election of the director noménksted in this proxy statement, FOR
approval of the Proposed LTIP, FOR approval ofaimendments to the ESPP, FOR ratification of thempment of Ernst & Young LLP as
the Company’s independent auditors for the fisearyending June 29, 2014, and FOR the advisonb(ndimg) vote to approve executive
compensation.

How You Can Vote Shares Held by a Broker or Other Mminee

If a broker, bank, custodian or other nominee hglilsr shares, you may have received a notice angatstruction form from them.
Please follow the directions that your broker, hanlstodian or other nominee provides or contafitm to determine the voting methods
available to you. Brokers are no longer permitteddte in the election of directors (and many othetters, including Proposals 2, 3 and 5) if
the broker has not received instructions from thedficial owner of shares. It is particularly imgzant, if you are a beneficial owner, that you
instruct your broker how you wish to vote your sfsabecause brokers will have discretionary votiibarity only with respect to Proposal 4
if you do not instruct your broker how you wishuvate your shares.
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Quorum Required

A quorum must be present at the meeting beforenbasican be conducted. A quorum will be presemtifyjority of the shares entitled
vote are represented in person or by proxy at thetimy. Shares represented by a proxy with instmgtto withhold authority to vote or to
abstain from voting on any matter will be considiepeesent for purposes of determining the existefieequorum. Shares represented by a
proxy as to which a broker, bank, custodian or otloeninee has indicated that it does not have eligerary authority to vote on certain
matters (sometimes referred to as “broker non-Vpteidl also be considered present for purposedeaiermining the existence of a quorum.

Vote Required

* Proposal 1 (Election of Director:. Directors will be elected by a plurality of thetes cast. The nominees who receive the most
will be elected to fill the available positions.&&holders do not have the right to vote cumulgtiireelecting directors. Withholdir
authority in your proxy to vote for a nominee wilsult in the nominee receiving fewer votes.

As set forth in the Corporate Governance Principlispted by the Board of Directors, except in cagesn there are more nominees
than available seats, if a nominee elected to e @by plurality vote received a number of “witkdiovotes that is greater than 5

of all votes cast with respect to that nominee ribminee shall tender the nominee’s resignatiom fiilee Board in writing to the
Chairman prior to the first regular meeting of B@ard that follows the meeting of shareholderslitivthe election was held and
any meeting of the Board held in connection witiTle resignation will be effective if and wherisitaccepted by the Board.
Promptly after the Board reaches a decision, thag@my will publicly disclose the action taken by tBoard regarding the directsr’
tendered resignation.

* Proposal 2 (Approval of 2013 LTIP), Proposal 3 (Apgl of Amendments to the ESPP) and Proposal 4f{€&ion of Appointmer
of Auditors). The Proposed LTIP, the proposed amendments B3RP, and ratification of the appointment of Eéadtoung LLP
as the Company’s independent auditors for fiscal20ill be approved if the votes cast for appraseteed the votes cast against
approval. Although shareholder ratification of #gpointment is not required by law or the CompamBykws, the Audit Committee
has determined that, as a matter of corporate gawee, the selection of independent auditors shmelslibmitted to the shareholc
for ratification. If the appointment of Ernst & Yog LLP is not ratified by a majority of the votesst at the 2013 Annual Meeting,
the Audit Committee will consider the appointmehbther independent auditors for subsequent figeats. Even if the appointment
is ratified, the Audit Committee may change theapiment at any time during the year if it deteresirihat the change would be in
the Company'’s best interest and the best intecéste shareholders.

» Proposal 5 (Advisory (Nonbinding) Vote to Approweé&utive Compensatio. With respect to the advisory (nonbinding) vote to
approve executive compensation, the executive cosgtion will be approved if the votes cast for appi exceed the votes cast
against approval. Because your vote to approveutixeccompensation is advisory, it will not be himglupon the Board of
Directors, it will not overrule any decision by tBeard, and it will not create or imply any additéd fiduciary duties on the Board or
any member of the Board. The Compensation Committikehowever, take into account the outcome @ tote when considering
future executive compensation arrangements.

Abstentions and broker non-votes will not be codrite purposes of determining whether these prdpdsave received sufficient votes
for approval.
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PROPOSAL NO. 1—ELECTION OF DIRECTORS

Nominees for Election as Directors

All seven persons nominated for election to therBad Directors at the annual meeting are curresgiywing as directors of the Compe
Harvey A. Wagner, who has served on the Board 2064, is not standing for re-election, becauseWkagner has reached the
recommended retirement age for service as a dirasteet forth in the Corporate Governance Priasipdopted by the Board of Directors.
The Company is not aware of any nominee who willbable or will decline to serve as a directoa ffominee becomes unable or decline
serve, the accompanying proxy may be voted fobatgute nominee, if any, designated by the Boahe term of office of each person
elected as a director will continue until the ladéthe next annual meeting of shareholders oif gath time as his successor has been duly
elected and qualified.

The following tables list the nominees for electand information about each nominee. The GovernandeNominations Committee h
recommended each nominee to the Board of Diredi@rsh nominee meets the criteria set forth in thgp@rate Governance Principles,
including that no nominee will be 72 years old tateo at the time of the annual meeting and thaCampany director shall serve on more
than four public company boards of directors, isita of service on the Company’s Board. In addjteech nominee meets the minimum
share ownership guidelines set forth in the Corigo@overnance Principles, under which the Chiefctiee Officer is expected to own
shares with a value not less than five times hézlsalary, and each nemployee member of the Board is expected to owreshaith a valu
not less than five times the sum of the directoetainers for service on the Board and on Boardnoiti@es, within five years after election or
appointment to the Board.

Under the charter of the Governance and Nominat@oramittee, the Committee is responsible for idgimg from a wide field of
candidates, including women and minority candidaaes recommending that the Board select qualdattidates for membership on the
Board. In identifying candidates, the Committeestaknto account such factors as it considers apitepwhich may include (1) ensuring t
the Board, as a whole, is diverse as to race, geodkure, thought and geography, such that ther@ceflects a range of viewpoints,
backgrounds, skills, experience and expertise candists of individuals with various and relevamteer experience, relevant technical skills,
industry knowledge and experience, financial exgernd local or community ties; (2) minimum indival qualifications, including strength
of character, mature judgment, familiarity with tiempany’s business and industry, independendeooight and an ability to work
collegially; (3) questions of independence, possdunflicts of interest and whether a candidatespasial interests or a specific agenda that
would impair his or her ability to effectively regment the interests of all shareholders; (4) thentto which the candidate would fill a pres
need on the Board; and (5) whether the candidatenake sufficient time available to perform theielsibf a director.

6
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Director
Name Age Principal Occupation and Background Since
Charles M. Swoboda 46 Mr. Swoboda has served as the Company’s Chief ExecOfficer since June 2001, as 2000

President since January 1999, as a member of tasl®d Directors since October 2000
and as chairman since April 2005. He was Chief @pmy Officer of the Company from
1997 to June 2001 and Vice President for Operafimms 1997 to 1999. Prior to his
appointment as Vice President for Operations, Mol$da served as Operations
Manager from 1996 to 1997, as General Managereo€tbmpany’s former subsidiary,
Real Color Displays, Incorporated, from 1994 to@d88d as LED Product Manager
from 1993 to 1994. He was previously employed bwld&-Packard Company

Mr. Swoboda’s employment with the Company for tast®0 years in diverse roles, his
leadership as the Company’'s Chief Executive Offioemore than a decade and his
service on the Board of Directors for thirteen gearcluding his service as Chairman of
the Board for the past eight years, uniquely qudlif for election to the Board of
Directors. He brings to the Board a critical perdppe and understanding of the
Company’s business strategy, and he is enabledstyxperience and position as Chief
Executive Officer to provide the Board valuableigis into the management and
operations of the Company.

Clyde R. Hosein 54 Mr. Hosein has been a member of the Board of Directince December 2005. Since 2005
August 2013, he has served as Executive Vice Rmesihd Chief Financial Officer of
RingCentral, Inc., a provider of software-as-a-g@rloud-based business
communications solutions. From June 2008 to Oct@bé&®, he served as Chief
Financial Officer of Marvell Technology Group Lta publicly traded semiconductor
provider of high-performance analog, mixed-sigdadjtal signal processing and
embedded microprocessor integrated circuits, araldueserved as its Interim Chief
Operating Officer and Secretary from October 2@0Biarch 2010. From 2003 to 2008,
he served as Vice President and Chief Financiat@fbf Integrated Device
Technology, Inc., a provider of essential mixedasigsemiconductor solutions. From
2001 to 2003, he served as Senior Vice PresidémnEe and Administration and Chief
Financial Officer of Advanced Interconnect Techmyés, a semiconductor assembly and
test company. He has also held other senior lévah€ial positions, including the role of
Chief Financial Officer at Candescent Technologéedeveloper of flat panel display
technology. Early in his career he spent 14 yeafmancial and engineering roles at
IBM Corporation.

Mr. Hosein’s qualifications to serve as a direétmiude his service on the Company’s
Board of Directors and its Audit Committee durihg fpast eight years, his years of
experience as an executive officer in publicly @d@dompanies in the semiconductor
industry, including his roles in operational mamaget, his substantial experience as a
chief financial officer responsible for the finareed accounting functions of publicly
traded companies, his qualifications as an auditroitee financial expert, and his
technical background and significant experienceamnology-based companies
generally.
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Director
Name Age Principal Occupation and Background Since
Robert A. Ingram 70 Mr. Ingram joined the Board of Directors in DecemB@08 and has served as Lead 2008

Independent Director since October 2011. Sincealg®010, he has been a General
Partner in Hatteras Venture Partners, a venturgatdipm that invests in early stage life
science companies in the southeast United Statdd)@has also served as strategic
advisor to the chief executive officer of GlaxoSmHiline plc, a publicly traded
pharmaceutical research and development compaasn E®03 through 2009, he served
as Vice Chairman Pharmaceuticals, GlaxoSmithKIite previously served as Chief
Operating Officer and President of Pharmaceutigar@tions of GlaxoSmithKline
following the December 2000 merger of Glaxo Welleopic and SmithKline Beecham
plc. Prior to the merger he served as Chief Exeeufifficer of Glaxo Wellcome plc and
as Chairman, President and Chief Executive OffiééBlaxo Wellcome Inc. Mr. Ingram
also serves on the Board of Directors of Edwardssciences Corporation and serves as
Lead Director of Valeant Pharmaceuticals Intermetipinc. and as Chairman of Elan
Corporation, plc. He also served as Chairman oBib&rd of Directors of OSI
Pharmaceuticals, Inc. from January 2003 untilate 1 June 2010. He previously served
as a director of Misys plc, Nortel Networks CoigWachovia Corp., Lowe’s Companies,
Inc., Pharmaceutical Product Development, Inc.Alietgan, Inc. until 2005, 2006,

2008, May 2011, December 2011 and December 20p2cteely.

Mr. Ingram brings to the Company’s Board of Diresta wealth of experience as a
director who has served in several roles on thedsoaf major publicly traded
companies, including his service since October 2xlthe Compang’Lead Independe
Director and Chairman of the Governance and NongnatCommittee. He also provides
the perspective of a former chief executive offiaéth substantial leadership experience
in the life sciences sector along with insightsoperational and other matters relevant to
business generally and the semiconductor busingsarticular, such as research and
development and intellectual property. In additibin, Ingram brings to the Board the
views and judgment of a leader who is highly resgboth locally and internationally
for his business expertise and acumen.

8
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Name

Franco Plastina

Alan J. Ruud

Age

Director
Principal Occupation and Background Since

50 Mr. Plastina joined the Board of Directors in Det®m2007. Since May 2012, he has 2007

66

served as President and Founder of Arc & Compabg, lan advisory and angel
investment firm. He has also served as an Entreprein-residence with the Blackstone
Entrepreneurs Network in Research Triangle Park{iNGarolina since October 2011.
From February 2006 until January 2011 he servétesident and Chief Executive
Officer, and as a board member, of Tekelec, a piyitiaded provider of
telecommunications network systems and softwarécgtipns. From September 2005
through February 2006 Mr. Plastina served as Exexut Residence at Warburg Pincus
LLC, a private equity firm, where he was resporesiiolr evaluating potential investme
and providing executive support to portfolio comiganFrom 2003 to 2005, he held
various executive positions with Proxim Corporatiamprovider of Wi-Fi and broadband
wireless access products, including Executive @tnair, President and CEO. From 1987
until 2002, Mr. Plastina served in a series of ng@maent and executive positions with
Nortel Networks Corporation, a multi-national tedeomunications equipment provider.

Mr. Plastina brings to the Board significant ser@gecutive leadership experience,
including seven years of experience from his serdi€ chief executive officer of two
publicly traded companies as well as over 26 yehexperience in various executive
roles in the telecommunications and wireless imiegstThis technology industry
experience gives him a valuable perspective imdiesas a director. His qualifications to
serve as a director also include his service orCthrapany’s Board of Directors and
Audit Committee for the past six years and as @hair of the Audit Committee since
October 2012, his private equity investment expexéeand his qualifications as an audit
committee financial expert.

Mr. Ruud joined the Board of Directors in Augusti20when the Company acquired 2011
Ruud Lighting, Inc., or Ruud Lighting, and also bagerving as the Company’s Vice
Chairman-Lighting at that time. Mr. Ruud is a fdenof Ruud Lighting and served in

various roles at Ruud Lighting since its foundindlP82, including as its Chief

Executive Officer, President and as a member @dd@rd of Directors. Most recently,

and until the acquisition, Mr. Ruud served as theeCExecutive Officer and as

Chairman of the Board of Directors of Ruud Lightipgsitions which he held for over a
decade. Mr. Ruud also served as the Presidentiwd Righting until November2009.

Mr. Ruud’s roles as a founder, executive officexd director of Ruud Lighting since its
incorporation and his nationally-recognized exgerin the lighting industry uniquely
qualify him for election to the Company’s BoardRifectors as the Company continues
to expand its lighting business.
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Director
Name Age Principal Occupation and Background Since
Robert L. Tillman 70 Mr. Tillman joined the Board of Directors in Octal#2010. From November 1994 to 2010

January 2005, he served as a director of Lowe’sfiamies, Inc., as its Chairman from
January 1998 to January 2005, and as its PresadeinChief Executive Officer from
August 1996 to January 2005. After his retirenfeorh Lowe’s, he served on the Board
of Directors of Bank of America Corporation from #2005 to May 2009, and also
served as a member of its Asset Quality and Exee@bmmittees.

Mr. Tillman brings substantial leadership expereens a chief executive officer in a
substantial publicly traded company in the retatrébution industry. His knowledge ai
operational expertise in that environment, paréidylwith respect to consumer product
marketing, and his substantial board experiencalifgthim to serve on the Company’s
Board.

Thomas H. Werner 53 Mr. Werner has been a member of the Board of Dirscdince March 2006. He has 2006
served as Chief Executive Officer for SunPower @aaion, a publicly traded
manufacturer of high-efficiency solar cells andasganels, since June 2003, and is also
a member of its Board of Directors. Prior to SunBgwe served as Chief Executive
Officer of Silicon Light Machines Corporation, aptizal solutions subsidiary of Cypre
Semiconductor Corporation, from July 2001 to Jub@32 Earlier, Mr. Werner was Vice
President and General Manager of the Business Ctmitye Group of 3Com
Corporation, a network solutions company. He isentty also a director of Silver
Spring Networks, Inc., an energy solutions company.

Mr. Werner's qualifications to serve as a dire¢tatude his seven years of service on
the Company’s Board of Directors and his six yearying as Chairman of its
Compensation Committee. In addition to his techHregpertise, he brings to the Board
significant executive leadership and operationahagement experience gained at
businesses in the technology sector, and the saductor industry in particular,
including his experience as a chief executive effiaf a publicly traded “green
technology” company for the past ten years.
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Summary of Skills of Nominees

Swoboda| Hosein | Ingram | Plastina | Ruud | Tillman | Werner

Senior executive experience
(CEOICFO) X X X X X X X

Previous public board experieng

D

X X X X

Public technology, lighting fixtur
or source products, retail and/or
industrial sales channels and

distribution or consumer produc X X X X X X X
marketing experience

A1%

Global experience with a public

company X X X X X X X
Current in issues related to

corporate governance X X X X X X X
Track record of achievements that x x x x x x X

fueled their compar's growth

The Board of Directors recommends shareholders
vote FOR election of the nominees named above.
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Executive Officers

Mr. Swoboda serves as both an executive officéh@Company and a member of the Board of Direciishael E. McDevitt (age 49),
Norbert W. G. Hiller (age 53) and Tyrone D. Mitchékt. (age 46) also serve as executive officeth®Company

Mr. McDevitt was appointed as Executive Vice Presitdand Chief Financial Officer of the Company efifee February 4, 2013. Mr.
McDeuvitt previously served as the Company’s Vicesitent and Interim Chief Financial Officer from 12012 to February 2013, as
Director—Sales Operations from 2011 to May 201Diasctor—Financial Planning from 2005 to 2011 asdCorporate Controller from 2002
to 2005. Additionally, he served as the Companyige€Financial Officer and Treasurer on an intebiasis from May 2006 through
September 2006. Before joining the Company in 2002 McDevitt was Chief Financial Officer of Ameda Sanitary Incorporated, a
privately owned U.S. distributor of janitorial-stary maintenance products, from 1997 to 2002. heeskefrom 1994 to 1997 as Director of
Acquisitions for Unisource Worldwide, Inc., a pudi traded North American distributor of printingcaimaging papers and supply systems.

Mr. Hiller was appointed as Executive Vice PrestdéiDs of the Company in October 2011. He joinesl@mpany in 2001, serving
previously as the Company’s Vice President & Gendanager—LED Components, Senior Vice PresidenesS@hterim), Vice President &
General Manager—XLamp and General Manager—Optoetdcs. Before joining the Company, Mr. Hiller sedvfrom 1996 to 2001 as a Vice
President at OSRAM Opto Semiconductors GmbH in Gesmand was responsible for general marketing@L ED components and light
modules group. He served from 1991 to 1996 as &&fiag & Sales Manager for Philips Optoelectror@entre in the Netherlands, and sg
several years at one of their German facilities.

Mr. Mitchell was appointed as Executive Vice Presig-Lighting in October 2011. Previously, he haeddesal business leadership roles
with the Company, and most recently served as Fiesident and General Manager of LED Lighting beigig in January 2010Prior to that
he served as Vice President and General Manaddf@fChips and Materials beginning in 2008. He wamad General Manager for LED
Chips in 2006, and added general management rabpitygor Materials in 2008.

Code of Ethics

We have adopted a Code of Ethics applicable tsenior financial officers, including our Chief Exgive Officer, Chief Financial
Officer, and Executive Vice Presidents. The fukittef our Code of Ethics is published on our websitwww.cree.com Consistent with Item
5.05 of Form 8-K, we intend to disclose future admaents to, or waivers from, the Code of Ethics onwebsite within four business days
following the date of such amendment or waiver. WMealso provide a copy of our Code of Ethics toygerson, without charge. All such
requests should be in writing and sent to the atterof the Corporate Secretary, Cree, Inc., 4606d® Drive, Durham, NC 27703.

Board Composition and Independence of Directors

The size of the Board of Directors was fixed atlaet than five nor more than nine members by thragany’s shareholders, with the
Board determining the number within that range ftome to time. Seven persons have been nominatezldotion at the annual meeting. The
accompanying proxy cannot be voted for more thaers@ominees.

A majority of the Board of Directors must be conspd of independent directors for the Company toptpmvith the listing requirements
of The Nasdaq Stock Market LLC, or the Nasdaq hgtRules. Currently, the Board of Directors is cosgd of Messrs. Swoboda, Hosein,
Ingram, Plastina, Ruud, Tillman and Werner, as a&lMr. Wagner, who is not standing for re-eleciibthe annual meeting because he has
reached the recommended retirement age for seasieedirector as set forth in the Corporate Goveraé#rinciples. The Board of Directors
has determined that six of the present directors-sdvée Hosein, Ingram, Plastina, Tillman, Wagner\Atedner—are each an “independent
director” within the meaning of the applicable Nagd.isting Rules.
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The Leadership Structure of the Board of Directors

The leadership of the Board of Directors includes@hairman of the Board, the Lead IndependentcRireand the Chairman of each of
the Audit Committee, the Compensation Committeetherdsovernance and Nominations Committee.

The responsibilities of the Chairman of the Boander our Bylaws are to preside at meetings of thar@& of Directors and shareholders
and to perform such other duties as may be dirdnyetie Board from time to time. The Chairman dlas the power to call meetings of the
Board of Directors and of the shareholders. Mr. Bodta, our Chief Executive Officer since 2001, hervesd as Chairman of the Board since
2005.

The Board has adopted Corporate Governance Prisscipat call for the Board to designate a Leadpgaddent Director any time that t
Chairman of the Board is not an independent dire@ar Lead Independent Director, Mr. Ingram, hawed in that capacity since 2011. The
independent directors meet at regularly schedwdsdisns immediately following each regularly schediBoard of Directors meeting withc
other directors or members of management presargpAcified in the Corporate Governance Principlesresponsibilities of the Lead
Independent Director include the following:

* Inthe absence of the Chairman, the Lead IndidgrarDirector serves as acting Chairman presidireg meetings of the Board of
Directors and shareholders.

* The Lead Independent Director convenes andgeesiver meetings of the independent directorcaminunicates the results of
these sessions where appropriate to the Chairntizer, management or the Board.

* Ingeneral, the Lead Independent Director servegsiasipal liaison between the independent directord the Chairman and betw
the independent directors and other management.

* The Lead Independent Director reviews agendas éard@of Director meetings in advance with the Ghain

The day-to-day work of the Board of Directors imdocted through its three principal standing corteeg—Audit, Compensation and
Governance and Nominations—to which the Board ledsgated authority and responsibilities in accocdanith the committees’ respective
charters. The Chairmen of each of these committeeghdependent directors appointed by the Boaod tipe recommendation of the
Governance and Nominations Committee. Under oup@ate Governance Principles, the Chairman of eanimittee is responsible for
development of the agenda for committee meetingseach committee must regularly report to the BadDirectors on the discussions and
actions of the committee.

The Board of Directors has determined that thiddeship structure is appropriate for the Compart/last serves the interests of the
shareholders under the present circumstancesrtioylar, the Board has determined that the Compsubest served by having Mr. Swoboda
hold the position of Chairman of the Board in aidditto his role as Chief Executive Officer, with Mingram serving as Lead Independent
Director. This determination is based in part ugmmexperience, leadership qualities and skills Mra Swoboda and Mr. Ingram each bring
to the Board, as detailed in the section captidhkxminees for Election as Directors” on page 6atitition, Mr. Swoboda is the director in
the best position to establish the agendas forimgebf the Board and to lead the discussionseBtbard regarding strategy, operations and
management, because he is responsible for the fatioruand day-to-day execution of the strategy lauginess plans reviewed with the
Board. Although the Board believes this structsrappropriate under the present circumstance®dbed has also affirmatively determined
not to adopt a policy on whether the roles of Ghain and Chief Executive Officer should be separatembmbined because the Board
believes that there is no single best blueprinsfarcturing board leadership and that, as circant&s change, the optimal leadership stru
may change.

Board’s Role in Risk Oversight

The Board, acting through itself or one or morg@®tommittees, has general oversight responsilfdit corporate risk management,
including oversight of management’s implementattbnisk management practices. While the Board spoesible for risk oversight,
management is ultimately responsible for assesgidgnanaging
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our risk exposures. The Board directly overseesagement’s assessment, mitigation efforts and miangaef strategic and operational risks,
such as those relating to competitive dynamicsketarends and developments in the Company’s imgastd changes in economic
conditions. Senior management regularly updatemess plans for each of the Company’s product Jimesuding an assessment of strategic
and operational risks and responses to identif@ rand members of the Board and senior managemest annually to review these plans.
In addition, senior management reports to the Bahrhch quarterly Board meeting on progress mgdiast these strategic plans, including
an update on changes in risk exposure and managismesponses to the changes.

The Board also fulfills its risk oversight role tlugh its committees. Specifically, the Audit Conteatcharter assigns it the responsibility
to review periodically with management, the intémnaditors, and the independent auditors the Cowigasignificant financial risk exposurt
including the Company’s policies with respect skrassessment and Compamigle risk management, and to assess the steps eraragha
taken to monitor and control such exposures. ThditATommittee regularly discusses material risks exposures with our independent
registered public accounting firm and receives resgioom our accounting and internal audit managemersonnel regarding such risks and
exposures and how management has attempted to imgnine exposures. The Audit Committee’s primagufois financial risk, including
our internal control over financial reporting. Reutar areas of focus of the Audit Committee in@utsks associated with taxes, liquidity,
investments, information technology security, matditigation, and compliance.

Similarly, the Compensation Committee charter assigthe responsibility to review periodically tvitnanagement the Company’s
compensation programs as they relate to risk mamegepractices and risk-taking incentives, inclgdam assessment of whether the
Company’s compensation policies and practices eageuexcessive or inappropriate risk-taking. Then@ittee also considers risk
management as it develops and approves incentitvether compensation programs for our executivieer$, and it performs risk oversight
in the area of management succession.

Each of these committees reports to the Board kddors with respect to the risk categories it eges. Thesengoing discussions ena
the Board to monitor our risk exposure and evaloaterisk mitigation efforts.

Compensation Program Risk Assessment

We have assessed our compensation programs anddrasladed that risks arising from our compensapiolicies and practices are not
reasonably likely to have a material adverse effaais. The risk assessment process included ewdnyi management and by Radford, an
Aon Hewitt Company, independent consultants taGbmpensation Committee, of compensation policiespactices, focusing on progra
with variable compensation, specifically:

« stock option and restricted stock awards undercarrent Long-Term Incentive Compensation PlarGuarrent LTIP, and our
Proposed LTIP;

« performance unit awards payable to our Chiefchkee Officer, or CEO, under our Current LTIP and Proposed LTIP, which
provide for cash payments based upon achievingamauporate financial goals;

« awards under our Management Incentive Compeans&iogram, or MICP, in which most of our seniomagers (other than our
CEO) participate and may receive payments based agloieving quarterly or annual corporate finangi@dls and quarterly
individual goals;

» sales commission incentive programs for our sadesqmnel; ar

» quarterly profit-sharing plan in which all othexgular, fulltime employees participate and are eligible toiveceash payments bas
upon achieving quarterly corporate financial goals.

Based upon this review, we concluded that our corsgion policies and practices do not encouragessige or inappropriate risk-taking.
We believe our programs are appropriately designeshcourage our employees to make decisions tloald result in positive shoterm anu
long-term results for our business and our shadssl Management and Radford reviewed the resuibssoreview with the Compensation
Committee at a meeting in August 2013, and the Citteenconcurred with management’s assessment.
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Attendance at Meetings

The Board of Directors held five meetings duriregéil 2013. Each incumbent director attended oigigeited in 75% or more of the
aggregate of the number of meetings of the Boafditactors held during the period he was a direata the number of meetings of
committees on which he served that were held duhiageriod of his service.

The Company expects all directors to attend eanharmeeting of shareholders absent good reasbeighit directors serving at that
time attended the 2012 Annual Meeting of Sharehslde

Standing Committees

The standing committees of the Board of Directocdude the Audit Committee, the Governance and Mations Committee and the
Compensation Committee. Each of these committeesatgs under a written charter adopted by the BoBdrectors, copies of which are
available on the Company’s websitenatw.cree.com Each committee is composed solely of independieettors. The following is a brief
description of the responsibilities of each of éxésting standing committees and their composition.

Audit Committee

The Audit Committee is appointed by the Board afebiors to oversee the accounting and financiaintey processes of the Company
and audits of the Company’s financial statemerite fEsponsibilities of the Audit Committee inclual#ing on the Board of Directors’ behalf
in providing oversight with respect to (1) the qtyahnd integrity of the Company’s financial statmts and internal accounting and financial
controls; (2) all audit, review and attest serviaating to the Company’s financial statements iatefnal controls, including the
appointment, compensation, retention and oversifitite work of the independent auditors engaggut@wide audit services to the Company;
and (3) the Company’s compliance with legal andil&gry requirements. In addition, the Audit Contestis charged with conducting
appropriate review and oversight of any related@etransactions, other than related person triasador which the Board of Directors has
delegated review to another independent body oBtieed of Directors.

The members of the Audit Committee are MessrstiRidHosein and Wagner. The Board of Directorsdetermined that all members
of the Committee are “independent directors” witthie meaning of the applicable Nasdaq Listing Ruteduding the special independence
requirements applicable to Audit Committee membidrs.Plastina is Chairman of the Audit Committeel dnas served in that capacity since
October 2012. The Board of Directors has determthatieach of Messrs. Plastina, Hosein and Wagrean faudit committee financial
expert” as defined in Item 407 of RegulatioiK®f the Securities and Exchange Commission. ThéitXDommittee held nine meetings dui
fiscal 2013. The Audit Committee from time to tilso takes action by unanimous written conserieindf holding a meeting.

Governance and Nominations Committee

The Governance and Nominations Committee is appoiby the Board of Directors to assist the BoarBioéctors in fulfilling its
responsibilities to shareholders by (1) identifyindividuals qualified to become directors and raaending that the Board of Directors
select the candidates for all directorships toilkedfby the Board of Directors or by the shareleotd (2) upon the recommendation of the
Compensation Committee, determining compensati@ngements for non-employee directors; (3) devatppind recommending to the
Board of Directors corporate governance princifitegshe Company; and (4) otherwise taking a leddpreole in shaping the corporate
governance of the Company.

The members of the Governance and Nominations Ctrerare Messrs. Ingram, Hosein, Plastina, Tillnvdagner and Werner. The
Board of Directors has determined that all membéthe Committee are “independent directossthin the meaning of the applicable Nast
Listing Rules. Mr. Ingram is Chairman of the Gowamoe and Nominations Committee and has servedairc#tpacity since 2011. The
Governance and Nominations Committee charter aéstas a policy with regard to the consideratiodicéctor candidates, including those
candidates recommended by shareholders. The Copemittl consider written nominations properly sutied by
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shareholders according to procedures set fortharCompany’s Bylaws. For a description of theseg@dares and policies regarding
nominations see “Procedures for Director Nominaiand “2014 Annual Meeting of Shareholders” ong@&d below. The Governance and
Nominations Committee held four meetings duringdi2013. The Governance and Nominations Commiitéer time to time also take
action by unanimous written consent in lieu of limdda meeting.

Compensation Committee

The Compensation Committee is appointed by thedofDirectors to assist the Board of Directorslischarging its overall
responsibility relating to executive officer andetitor compensation and to oversee and reporet8dard of Directors as appropriate on the
Company’s compensation and benefit policies, pmogrand plans, including its stock-based compensatiograms and employee stock
purchase plan. The Compensation Committee apptbeesompensation of all executive officers, adnérsthe Company’s stock-based
compensation programs and recommends compensatiooti-employee directors to the Governance andihations Committee for
approval. In addition, the Compensation Commitseehiarged with conducting appropriate review anersight of any related person
transactions involving compensation for directargxecutive officers or their immediate family mesnband engaging and evaluating the
Company’s compensation advisors, including evabmatif the advisors’ independence in advance of gegant.

The Compensation Committee may delegate its atgttoradopt, amend, administer and/or terminatelmmefit plan other than
retirement plans or stock-based compensation glansn-stockbased compensation plans in which directors orwdkexofficers are eligibl
to participate to the Company’s chief executiveceif, any other officer of the Company, or to a auittee the membership of which consists
of at least one Company officer. To the extentinobnsistent with governing requirements, the Cotrmaimay also delegate its authority to
grant equity awards other than awards to dire@ndsexecutive officers to a committee comprisedlgalf executive officers or to one or
more executive officers and may delegate its aitthfor day-to-day administration of the Compangteck-based plans to any officer or
employee of the Company.

The Compensation Committee generally makes desisiod recommendations regarding annual compenss#tithAugust meeting ea
year. The Committee solicits the recommendatiorth®Compan’s Chief Executive Officer with respect to the campation of the
Company'’s executive officers other than himself fawdors these recommendations into the deternoinati compensation, as described in
“Compensation Discussion and Analysis.” In addititre Compensation Committee engaged Radford tdumiran annual review of the
Company’s compensation program for its executifie@fs and directors, including a review for fis@8l13. Radford provided the Committee
with relevant market data and recommendations nsider when making compensation decisions withaetsip the executive officers and in
making recommendations to the Governance and NdimisaCommittee with respect to the compensatiomoofemployee directors. The
Company also engaged Radford for additional sesvésefurther discussed in the section entitled éRdICompensation Consultant” on page
38 below.

The members of the Compensation Committee are Bléd&rner, Ingram and Tillman. The Board of Direstihas determined that all
members of the Committee are “independent direttoithin the meaning of the applicable Nasdaq IngtRules. Mr. Werner is Chairman of
the Compensation Committee and has served in dpatoity since 2007. The Compensation Committee foeldmeetings during fiscal 2013.
The Compensation Committee from time to time add@$ action by unanimous written consent in liebalfling a meeting.

Certain Transactions and Legal Proceedings

Transactions with Intematix Corporation

In July 2010 Mark Swoboda was appointed Chief EtieelOfficer of Intematix Corporation, or IntematiRrior to his appointment as
Chief Executive Officer, Mr. Swoboda was unaffiéidtwith Intematix. Mark Swoboda is the brotherhad Company’s Chairman, Chief
Executive Officer and President, Charles M. Swob&aas many years, beginning before Mark Swobodaimecaffiliated with Intematix, the
Company has purchased raw materials from Intenpatisuant to standard purchase orders in the ogdetarse of business. During fiscal
2013, the Company purchased $3.2 million of rawemials from Intematix pursuant to standard purcloaders. The
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Company anticipates that it will continue to purehaaw materials from Intematix in the future parsito standard purchase orders.

Transactions with Ruud Lighting, Inc. and Alan dug

Ruud Lighting Stock Purchas®©n August 17, 2011, the Company entered intaak3Purchase Agreement with all of the shareholders
of Ruud Lighting. Pursuant to the terms of the Bt®archase Agreement, the Company acquired afleobtitstanding share capital of Ruud
Lighting in exchange for consideration consistifigash and shares of the Company’s common stoglarfion of the cash and equity
consideration was deposited in escrow pursuargédme arrangements agreed to by the Company arlfuhe Lighting shareholders as the
primary (and, in some cases, the sole) sourcecol/exy with respect to post-closing working capétatl related adjustments and damages for
which the Company is indemnified under the StockcRase Agreement. As a result of the purchase, Rigiding became a wholly owned
subsidiary of the Company. It merged into the Comyga January 2013.

Immediately after the purchase, Alan Ruud, a 25sh#reholder of Ruud Lighting (including shares lsildhe AJR Legacy Trust he
established), was appointed to the Board of Diresatdthe Company. In addition, Christopher Ruin @on of Alan Ruud) was a 31.9%
shareholder of Ruud Lighting (including shares hmidhe JZC Legacy Trust he established), and GgmhudJohnson (the daughter of Al
Ruud) was an 8.0% shareholder of Ruud Lightingzdnnection with the transaction, Alan Ruud, Chpsier Ruud and Cynthia Ruud-
Johnson also entered into customary noncompetigwaements that impose confidentiality, noncomipetithonsolicitation,
nondisparagement, and noninterference obligationsgecified terms.

The Stock Purchase Agreement generally provideghibaRuud Lighting shareholders bear the respditgifor, and receive any benef
from, taxes attributable to the operation of Ruighting and its subsidiaries prior to the closifighe Ruud Lighting acquisition. Consistent
with these arrangements, on June 26, 2012, the @wyrgnd the Seller Representative entered inttiex kgreement with respect to the
resolution of certain pre-closing tax matters. Band to this letter agreement, the Company paidGtiker Representative (for further
distribution to the former Ruud Lighting sharehaijeapproximately $240,000 for benefits receivedh®yCompany related to pre-closing
taxes.

On April 19, 2013, the Company and Christopher Raating as the Seller Representative for the fofRwaid Lighting shareholders,
entered into a letter agreement, referred to ag\gni 2013 Letter Agreement, resolving certaineénthification claims. Pursuant to the April
2013 Letter Agreement, which was approved by thdiXDommittee on April 22, 2013, in the fourth ggairof fiscal 2013, the Company
received approximately $1.1 million in cash and3B1Z,shares of the Company’s common stock from @scro

In addition to the amounts received under the A0l 3 Letter Agreement, since June 25, 2012, thrag@oy has received approximat
$1.4 million in cash and 23,537 shares of the Camjsacommon stock from the escrow fund in connectigth the Ruud Lighting
shareholders’ indemnification obligations under $teck Purchase Agreement.

Employment of Alan RuudIn connection with the transaction and pursuarart offer letter, Alan Ruud continued as an emgéogf the
Company and serves as the Company'’s Vice Chairnightihg (a senior leadership role and not a Bodiiditectors position). In addition to
this senior leadership role, Alan Ruud also seorethe Company’s Board of Directors. For detaitgarding the compensation Mr. Ruud
received during fiscal 2013, please refer to tlatice below on page 62 entitled “Director Compeiusat

Employment of Christopher Ruudn connection with the transaction and pursuarart offer letter, Christopher Ruud continued as an
employee of the Company. Christopher Ruud recevesnnual base salary in the amount of $275,000@saglijible for a target bonus of up
to 50% of his base salary. In September 2012, @iptier Ruud also received 4,000 shares of redrazenmon stock of the Company and
options to purchase 22,500 shares of the Compaiy'enon stock, and in September 2013, ChristophadRiso received 3,200 shares of
restricted common stock of the Company and optionmmirchase 20,000 shares of the Company’s comiock, all pursuant to the Current
LTIP. The restricted stock awards vest in four aimustallments, and the option awards vest inglaenual installments and have a term of
seven years. Christopher Ruud is also eligibleattigipate in insurance, benefit and compensatiangavailable to employees generally.

17




Table of Contents

Airplane Joint OwnershipOn August 17, 2011, pursuant to an Aircraft Pasghand Sale Agreement and a Joint Ownership Agmeem
with Ruud Lighting, Inc. (now the Company), eachAtdn Ruud (through LSA, LLC, a limited liabilityoenpany of which Mr. Ruud is the
sole member, or LSA), and Christopher Ruud (throuight Speed Aviation, LLC, a limited liability copany of which Christopher Ruud is
the sole member, or Light Speed) acquired a 10@6dst in an aircraft previously purchased by Ruighting, resulting in the Company
owning an 80% interest in the aircraft. Each of L&# Light Speed acquired its ownership in theraftdor a purchase price of
approximately $930,000. The initial term of thendlddwnership Agreement is three years and the t@lncontinue indefinitely thereafter
unless terminated by any owner on at least nir@@y days prior notice. In the event of the expmatdr termination of the Joint Ownership
Agreement, the Company has been provided the tightirchase the ownership interests of LSA andt . 8peed for fair market value. If the
Company does not exercise this right, LSA and Ligh¢ed, jointly, have been provided the right tcchase the ownership interest of the
Company for fair market value. Further, if Alan Rluzeases to be an employee of the Company, the &onias the right to purchase the
ownership interest of LSA for fair market valuedaalternatively, Alan Ruud has the right to requite Company to purchase the ownership
interest of LSA for fair market value. If ChristaghRuud ceases to be an employee of the CompanZ,dmpany has the right to purchase
the ownership interest of Light Speed for fair neirkalue, and, alternatively, Christopher Ruudthasight to require the Company to
purchase the ownership interest of Light Speeddiomarket value.

Pursuant to the Joint Ownership Agreement, ead¢t8éf and Light Speed is responsible for its sharBigiit crew, direct, fixed and oth
expenses attributable to its use of the aircraftiry fiscal 2013, the Company billed LSA and Li@geed $311,000 and $318,000,
respectively, for use of the aircraft, and LSA amght Speed have reimbursed the Company for thesmuats. The Company also had
unbilled receivables of $186,000 and $209,000 ®Aland Light Speed, respectively, as of June 30320

Proxim Proceedings

From May 2003 to July 2005, Mr. Plastina held vasi@xecutive positions with Proxim Corporationyevider of Wi-Fi and broadband
wireless access products, including Executive @inair, President and CEO. In June 2005, Proxim Catjoor filed a voluntary petition for
relief under the reorganization provisions of Cleagdtl of the United States Bankruptcy Code in thédd States Bankruptcy Court for the
District of Delaware, and in July 2005 it sold stagially all of its assets to YDI Wireless, Inc.

Review and Approval of Related Person Transactions

The Audit Committee must approve any related petsorsaction, other than any related person tragiosafor which the Board of
Directors has delegated review to another indeperuedy of the Board of Directors. The Board ofdaiors has delegated review of any
related person transaction involving compensatiordirectors or executive officers or their immeadigamily members to the Compensation
Committee. “Related person transaction” is defimethe Audit Committee and Compensation Committesrters as any transaction required
to be disclosed pursuant to Securities and Exch@ogemission Regulation S-K, Iltem 404, and any otfersactions for which approval by
an independent body of the Board of Directors dgieed pursuant to applicable law or listing stamdapplicable to the Company. In
determining whether to approve such transactidresptembers of the Audit Committee, the Compensa&immmittee, or another independ
body of the Board of Directors delegated by therBad Directors, may exercise their discretion @rfprmance of their duties as directors.
These duties include the obligation of a directoder North Carolina law to “discharge his dutiegakrector, including his duties as a
member of a committee: (1) in good faith; (2) wtle care an ordinarily prudent person in a liksifpan would exercise under similar
circumstances; and (3) in a manner he reasonabévbs to be in the best interests of the corpongtiNorth Carolina General Statutes
Section 55-8-30(a). The Audit Committee generagligraves related person transactions and approeectkited person transactions
described above under “Certain Transactions andlllegceedings,” except for (1) related personsiations arising in connection with the
employment of Alan and Christopher Ruud and theyanto the Joint Ownership Agreement, which weppraved by the Governance and
Nominations Committee pursuant to authority deleddtty the Board of Directors; and (2) changes #nAind Christopher Ru’s
compensation following the closing of the Ruud ltigh acquisition, which were approved by the Congagion Committee.
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Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act 04188 amended, or the Exchange Act, requirestieaCompany’s directors and
executive officers, and persons who own more tbarpercent of a registered class of the Compamygyesecurities, file with the Securities
and Exchange Commission initial reports of ownegrsind reports of changes in ownership of commorkstod other equity securities of the
Company. Directors, officers and greater-than-tere@nt beneficial owners are required by SecuriesExchange Commission rules to
furnish the Company with copies of all reports tfilyunder Section 16(a). To the Company’s knogksdobased solely on its review of the
copies of such reports furnished to the Companwaitten representations that no other reports wegeired, all Section 16(a) filing
requirements applicable to our directors, officand ten percent beneficial owners were compliel it a timely basis during fiscal 2013,
except that a report on Form 4 was not timely ffil@dthe open market purchase of 337 shares byRMud’'s spouse on November 28, 2012.
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PROPOSAL NO. 2—APPROVAL OF 2013 LONG-TERM INCENTIVE COMPENSATION PLAN

Overview

On August 30, 2013, the Board of Directors, onrtdfmmmendation of the Compensation Committee, nmaunsly adopted, subject to
shareholder approval, the Company’s 2013 Long-Tlesantive Compensation Plan, or the Proposed LTie.Board unanimously
recommends that shareholders approve the Propdd@d The Proposed LTIP will become effective upppraval by the shareholders and
will replace the Company’s current Long-Term InéemtCompensation Plan, or the Current LTIP, effecflanuary 1, 2014, as the sole plan
for providing stock-based incentive compensatioaligible employees and non-employee directors. Ttwent LTIP expires in November
2015. Outstanding awards under the Current LTIRgwver, will continue to be governed by the CuriehtP. No awards may be granted
under the Proposed LTIP after the tenth annivershtiye date on which the shareholders approv®tbposed LTIP. However, awards
outstanding under the Proposed LTIP will contimuéé governed by the Proposed LTIP until all awgmdsited prior to that date are no
longer outstanding.

The Proposed LTIP is filed as Appendix B to the @any’s definitive proxy statement (File No. 000-24] filed with the Securities and
Exchange Commission on September 10, 2013, whiahaBable online through the Commission’s EDGAR8yn and through thdrivestol
Relations” section of the Company’s websiténakestor.cree.com/sec.cfnyou may also request a copy of the Proposed byIBending a
written request to: Director, Investor Relationge&; Inc., 4600 Silicon Drive, Durham, North Canal27703.

For additional information regarding outstandingaashé under our equity compensation plans, pledseteethe section below on page
entitled “Equity Compensation Plans.” We believatth broad-based stock option program is an essemntiployee incentive and retention
tool that benefits all of our shareholders. Stoaekdnl compensation has been a key element of antine compensation programs since the
Company’s inception and we believe has contribtbetie Company’s success.

We believe that our equity program helps motivagleyees to act with the shareholders’ perspedtiveind and complements our
cash-based incentives that are directed to aclyjeewvenue, earnings and other financial goals. \&tlzlieve that our equity program over
the years has enabled us to recruit and retaitateet needed to develop new technologies andow gur business with lower base pay and
cash incentive compensation than otherwise wowe haen required. Without our equity program, weilddind it necessary to consider
offering higher levels of cash compensation to ffexcompetitive compensation packages necessaegtoit and retain essential personnel.

As of September 5, 2013, there were outstandinigmmpto purchase 10,778,622 shares and there rechdjB11,311 shares authorized
for future awards under the Current LTIP. The anding options had a weighted average exercise pfi$40.50 per share and a weighted
average remaining term of approximately 5.42 yeéafs.will grant no additional awards under the CotieT IP after December 31, 2013.
Shares authorized for future awards under the GutrélP as of January 1, 2014, including sharegesibo outstanding awards on that date
that later expire, are canceled or otherwise teamininexercised or unused for any reason, mayatterde used for awards under the
Proposed LTIP. In addition, the Proposed LTIP arifles an additional 2,500,000 shares for futurerdsyaor approximately 2.1% of the
shares outstanding on September 5, 2013.

The last sale price of the Company’s common stocBeptember 5, 2013 was $56.18 per share, as edgnytNasdag.

To allow for awards under the Proposed LTIP to ifpak tax-deductible performance-based compensatiaer Section 162(m) of the
Internal Revenue Code of 1986, as amended, ordlde @eferred to as Section 162(m)), as explairgoMy we are also asking shareholders
to approve the material terms of the performanadsggender the Proposed LTIP as well as certairnr ddyeterms of the Proposed LTIP.
Approval of the Proposed LTIP will constitute apyaibof the performance goals and other key terresi§ipd in the Proposed LTIP for
purposes of the approval requirements of Secti@fri

We believe the Proposed LTIP is essential to theg@my’s future success and encourage sharehoteate in favor of its approval.

The Board of Directors recommends
shareholders vote FOR Proposal No. 2.
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Purpose of Proposed LTIP

The objectives of the Proposed LTIP are to (1pattand retain employees of the Company and ilsaéé as well as non-employee
members of the Board by providing competitive congagion opportunities; (2) provide incentives tosh individuals who contribute
significantly to the long-term performance and gttowf the Company and its affiliates; and (3) aliga long-term financial interests of
employees of the Company and its affiliates andemployee members of the Board with those of studdelns.

In evaluating this proposal, shareholders shoutatifipally consider the information set forth undlee section entitled “Plan Summary”
below.

Section 162(m)

The Board believes that it is in the best intere$the Company and our shareholders to maintaiecaiity incentive plan under which
awards may be eligible to qualify for deductibilftyr federal income tax purposes. Accordingly, Breposed LTIP is designed to permit the
grant of awards that are intended to qualify asftpenance-based compensatida”e exempt from the $1,000,000 deduction limiSettior
162(m). In general, under Section 162(m), in ofdethe Company to be able to deduct compensati@xé¢ess of $1,000,000 paid in any one
year to certain executive officers (the Chief ExaeuOfficer and three other executive officersntiied as specified in Section 162(m) ba
on their compensation ranking), the compensatiostmualify as “performance-based.” One of the regaénts for “performance-based”
compensation is that the material terms of thegoerénce goals under which the compensation mayitkenpust be disclosed to and apprc
by our shareholders at least once every five y&amspurposes of Section 162(m), the material tentiside (1) the employees eligible to
receive compensation; (2) a description of thermss criteria on which the performance goals asedjaand (3) the maximum amount of
compensation that can be paid to an employee uhdgrerformance goals. With respect to the varigpss of awards available under the
Proposed LTIP, each of these aspects is discugded.bin addition, as noted above, shareholderagbiof the Proposed LTIP will
constitute approval of each of these aspects dPtbposed LTIP for purposes of the approval requémrts of Section 162(m).

Plan Summary

The following summary of the material terms of Br@posed LTIP is qualified in its entirety by refiace to the full text of the Proposed
LTIP, which is filed as Appendix B to the Compangfinitive proxy statement filed with the Secwritiand Exchange Commission on
September 10, 2013.

The Proposed LTIP is not a qualified deferred camsp&on plan under Section 401(a) of the Code,igndt intended to be an employee
benefit plan within the meaning of ERISA.

Administration of the Proposed LTIPhe Proposed LTIP will be administered by the Consp¢éion Committee or such other committee
consisting of two or more members as may be appaiby the Board to administer the Proposed LTIferred to as the Committee. So long
as shares are traded on Nasdagq, all of the mermbtre Committee must be independent directorsiwitie meaning of Nasdaqg's Corporate
Governance Requirements. If any member of the Cétmendoes not qualify as (1) a “non-employee d€awithin the meaning of Rule
16b-3 of the Exchange Act; and (2) an “outsidea@¥® within the meaning of Section 162(m), the Bbwill appoint a subcommittee of the
Committee, consisting of at least two members efBbard, to grant awards to individuals who argestttio the limitations of Section 162(
(referred to as Covered Employees) and to offiaesmembers of the Board who are subject to SetBaof the Exchange Act (referred tc
Insiders), and each member of such subcommitte¢ satisfy the requirements of (1) and (2) abovdeRmces to the Committee in this
summary include and, as appropriate, apply to aok subcommittee. Except with respect to awara®teemployee members of the Board,
the Board may exercise the Committee’s authorigyenthe Proposed LTIP.

Subject to the express provisions of the Propogd® Lthe Committee is authorized and empoweredtalldthings that it determines to
be necessary or appropriate in connection withathreinistration of the Proposed LTIP. The Committesy delegate its authority to one or
more of its members (but not less than two membélsrespect to Covered Employees and Insidersth@a@xtent permitted by law and
applicable stock exchange rules,
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the Committee may also delegate its authority ® @nmore persons who are not members of the Beaogpt that no such delegation will
permitted with respect to Covered Employees anidiéns.

Eligible Participants Employees of the Company or certain affiliates aod-employee members of the Board will be eligible
selection by the Committee for the grant of awantider the Proposed LTIP. As of September 5, 20E3etwere approximately 6,141
employees, including part-time and temporary emgéay and six non-employee directors who would igibé to participate in the Proposed
LTIP.

Types of Awards'he Proposed LTIP authorizes the Committee to peeiquity-based compensation to employees of timep@oy and
its subsidiaries in the form of non-qualified stagkions or NQSOs, incentive stock options or IS$dsck appreciation rights or SARS,
restricted stock, restricted stock units or RSlésfggmance shares, performance units and othek-Stased awards. It also authorizes the
Committee to provide equity-based compensatioroteemployee members of the Board in the form of NQS24Rs, restricted stock, RS
and other stock-based awards.

Award Pool.The number of shares that will be available fonésxe pursuant to awards granted under the PropdsBds two million
five hundred thousand (2,500,000) plus the numbshares that are authorized for issuance undeCtineent LTIP but not covered by
outstanding awards on January 1, 2014 (referred the Award Pool). If shareholders approve th@ésed LTIP, no further grants may be
made under the Current LTIP after December 31, 2013

If shares awarded or subject to issuance undePribygosed LTIP are not issued or are reacquiretiédoCbmpany for reasons including,
but not limited to, due to the forfeiture, canctétla or expiration of such awards without havingbexercised or settled in shares or the
withholding of shares for the payment of taxes pans to the terms of the Proposed LTIP, those numbghares will be added back to the
Award Pool. Similarly, if shares awarded or subjedssuance under the Current LTIP on DecembeP@13 are not issued or are reacquired
by the Company due to the expiration, cancelladiotermination of such awards without having beegreised or settled in shares, those
shares will be added back to the Award Pool. Howesteares with respect to which an SAR is exercigdidhot again be available for
issuance under the Proposed LTIP and will not lmeeddback to the Award Pool.

The shares issued by the Company under the Propd$Bdvill be authorized but unissued shares orehaurrently held (or
subsequently acquired) as treasury shares, ingliares purchased on the open market or in priraisactions.

The number of shares available for issuance putsad80s granted under the Proposed LTIP is twibanifive hundred thousand
(2,500,000). All shares included in the Award Paxa available for issuance pursuant to other tgpesvards granted under the Proposed
LTIP.

Each share of restricted stock, each share-seé#tdcted stock unit, each share of unrestrictecksand each other stock-based/stock-
settled award will be counted as one share sutgeant award and deducted from the Award Pool (otstt stock units and other stock-based
awards that may not be settled in shares will estilt in a deduction from the Award Pool). EacHgenance share that may be settled in
shares will be counted as one share subject tvardgbased on the number of shares that wouldliefpr achievement of target
performance) and deducted from the Award Pool. fpecformance unit that may be settled in sharelsh@itounted as a number of shares
subject to an award (based on the number of skia@ésvould be paid for achievement of target penfamce), with the number determined by
dividing the value of the performance unit at tineet of grant by the fair market value of a sharthattime of grant (the last sale price
reported for a share of the Company on Nasdaq glitihia regular trading session on the grant date) tlse resulting number of shares will be
deducted from the Award Pool. If a performance slwperformance unit is later settled based oned@rget performance, the number of
shares corresponding to the above-target perforeyaadculated pursuant to the applicable methogospgcified above, will be deducted
from the Award Pool at the time of settlement;hia event that the Award is later settled upon betrget performance, the number of shares
corresponding to the below-target performance utaied pursuant to the applicable methodology $igelcabove, will be added back to the
Award Pool. Performance shares and units that roapesettled in shares will not result in a reurctn the Award Pool. Each NQSO, ISO,
and SAR that may be settled in shares will be cadias one share subject to an award and deduotedtie Award Pool. SARs that may not
be settled in shares will not result in a reductbthe Award Pool.
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Individual Limits. The Committee will determine the individuals tbam awards will be granted, the number of sharbgstito an
award, and the other terms and conditions of arréviubject to adjustment as described in the RBepaTIP, and except to the extent the
Committee determines that an award is not intetd@dmply with the performance-based compensatiowigions of Section 162(m), the
maximum number of NQSOs, ISOs, and SARs that,eratigregate, may be granted pursuant to awardsyiaree fiscal year to any one
participant is three million (3,000,000), the maximn number of shares of restricted stock and reésttistock units that, in the aggregate, may
be granted pursuant to awards in any one fiscaltgeany one participant is one million (1,000,008 maximum number of performance
shares and performance units (valued as of the dede) that, in the aggregate, may be grantedyroae fiscal year to any one participant is
equal to the value of two million (2,000,000) stsarnd the maximum number of other awards (valseaf ¢he grant date) that, in the
aggregate, may be granted pursuant to awards io@myiscal year to any one participant is equahé&value of five hundred thousand
(500,000) shares. The limitations on performaneees) performance units and other awards will ipdieghbased on the maximum amount
that could be paid under each such award.

Adjustments The Committee will make equitable adjustmentthanumber and class of securities available frdace under the
Proposed LTIP (including under any awards thentanting), the number and type of securities sultfetite individual limits set forth in the
Proposed LTIP, and the terms of any outstandingdyvee it determines are necessary and appropiateflect any merger, reorganization,
consolidation, recapitalization, reclassificatistgck split, reverse stock split, spin-off combioat or exchange of shares, distribution to
shareholders (other than an ordinary cash dividemwdjimilar corporate transactions or events.

Stock OptionsAn option provides the participant with the rigbtiiuy a specified number of shares at a specifieg freferred to as the
exercise price) after certain conditions have baeh The Committee may grant both NQSOs and IS@sruine Proposed LTIP. The tax
treatment of NQSOs is different from the tax treatinof ISOs, as explained in the section entiti@drtain Federal Income Tax
Consequences” beginning on page 26 of this pradgstent. The Committee will determine and specifthe agreement evidencing the
option whether the option is an NQSO or ISO, thmber of shares subject to the option, the exeprise of the option and the period of ti
during which the option may be exercised (includimg impact of a termination of employment). Gehgi@xcept as otherwise described in
the Proposed LTIP), no option can be exercisablertian seven years after the date of grant anexikesise price of a stock option must be
at least equal to the fair market value of a sbarthe date of grant of the option. However, wibpgect to an ISO granted to a participant
is a shareholder holding more than 10% of the Cayigdotal voting stock, the ISO cannot be exelldisanore than five years after the date
of grant and the exercise price must be at leasiléq 110% of the fair market value of a sharéhendate of grant. The Committee may
provide for accelerated vesting of options in tiiere: of a death, disability or retirement (as dedinn the applicable award agreement) or the
occurrence of certain corporate events (e.g., @enevith an unrelated corporation or the sale bstantially all of the Compang’assets to i
unrelated entity).

A participant may pay the exercise price undergtioa in cash; in a cash equivalent approved byCtbmmittee; if approved by the
Committee, by tendering previously acquired shéoeslelivering a certification or attestation of mevship of such shares) having an
aggregate fair market value at the time of exeregéal to the total option price (provided that tévedered shares must have been held by the
participant for any period required by the Comneijfer by a combination of these payment methotlse. Gommittee may also allow cashl
exercises as permitted under the Federal ResermelBdregulation T, subject to applicable secigitéav restrictions, or by any other means
which the Committee determines to be consisterit thié¢ Proposed LTIP’s purpose and applicable lasvcéftificate representing a share (to
the extent shares are so evidenced) will be deld/entil the full option price has been paid.

Stock Appreciation Rights (SARA)SAR entitles the participant to receive cashrafiaga combination thereof, or such other
consideration as the Committee may determine, ianaount equal to the excess of the fair marketevafua share on the exercise date over
the exercise price for the SAR, after certain cbods have been met. The Committee will determime gpecify in the SAR award agreement
the number of shares subject to the SAR, the SAde fwhich generally (except as otherwise descrihaétle Proposed LTIP) must be at le
equal to the fair market value of a share on the dhgrant of the SAR) and the period of time dgnwhich the SAR may be exercised
(including the impact of a termination of employreGenerally, (except as otherwise describedéRtoposed LTIP), no SAR can be
exercisable more than seven years after the dagenf. SARs may be granted in tandem with a stgtion or independently. If a SAR is
granted in tandem with a stock option, the paréioipmay exercise the stock option or the SAR, btiboth. The Committee may provide for
accelerated vesting of SARs in
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the event of a death, disability or retirementdafned in the applicable award agreement) or ttoeiwence of certain corporate events (e.
merger with an unrelated corporation or the salsutstantially all of the Company’s assets to aelated entity).

Restricted Stock and Restricted Stock Uilikee Committee will specify the terms of a restricgtock or restricted stock unit award in the
award agreement, including the number of sharesstficted stock or units; the purchase pricenyf, @0 be paid for such restricted stock/u
which may be more than, equal to, or less tharfieinenarket value of a share and may be zero, stibljesuch minimum consideration as n
be required by applicable law; any restrictionsli@pple to the restricted stock/unit such as cardthservice or achievement of performance
goals; the length of the restriction period and thbeany circumstances, such as death, disabiityement (as defined in the applicable
award agreement) or a change in control, shortearprinate the restriction period; the rights af fharticipant during the restriction period to
vote and receive dividends in the case of resttisteck or to receive dividend equivalents in thsecof restricted stock units that accrue
dividend equivalents; and whether restricted statks will be settled in cash, shares or a comnatf both. The restriction period may be
of any duration. The Committee may provide in thgtnicted stock/unit agreement for lapse of theiot®n period in monthly or longer
installments over the course of the restrictioriquer

Performance Shares and Unitsperformance share will have an initial value ddaahe fair market value of a share on the dagrant
A performance unit will have an initial value thaiestablished by the Committee at the time of glaraddition to any non-performance
terms applicable to the performance share or padace unit, the Committee will set performance geodiich, depending on the extent to
which they are met, will determine the number dugaf the performance shares or units that wilpael out to the participant. The
Committee may provide for payment of earned peréoroe shares/units in cash or in shares or in time & other awards granted under the
Proposed LTIP which have a fair market value etu#the value of the earned performance shares/amnitse close of the applicable
performance period. The Committee may provide peatormance shares/units are earned notwithstaraaihigvement of the performance
goals in the event of death or disability or thewcence of certain corporate events (for exangphaerger with an unrelated corporation or
the sale of substantially all of the Company’s tstean unrelated entity). For performance shanés/that are not intended to comply with
the performance-based compensation exception Bwi#ion 162(m), the Committee may also provide taperformance shares/units are
earned notwithstanding achievement of the perfooraaguwals in the event of retirement (as definettiénapplicable award agreement).

Performance shares/units will not possess votgtgtsiand will accrue dividend equivalents onlytte éxtent provided in the agreement
evidencing the award; provided, however, that 6ghtdividend equivalents are permitted only toekgent they comply with, or are exempt
from, Section 409A of the Code (referred to as i&act09A). Any rights to dividend equivalents wik subject to the same restrictions on
vesting and payment as the underlying award. VWitipect to Covered Employees, the Committee may amyl restrictions it deems
appropriate to the payment of dividends declardat vaspect to performance shares/units such thatittidends or performance shares/units
maintain eligibility for the performance-based cangpation exception under Section 162(m).

Performance MeasureBor awards under the Proposed LTIP that are intttmlgualify under the performance-based compesrsati
provisions of Section 162(m), the performance mesasumeasures to be used for purposes of sucldawaust be chosen from among the
following: earnings (GAAP and non-GAAP), earnings ghare (GAAP and non-GAAP), consolidated preetaxings (GAAP and non-
GAAP), net earnings (GAAP and non-GAAP), net incqi@AAP and non-GAAP), operating income (GAAP and@@AAP), EBIT
(earnings before interest and taxes) (GAAP and®@aiP), EBITDA (earnings before interest, taxes, @egation and amortization) (GAAP
and non-GAAP), gross margin (GAAP and non-GAAPxmaping margin (GAAP and non-GAAP), profit marg®AAP and non-GAAP),
revenues, revenue growth, market value added, msinkee, economic value added, return measurdsding but not limited to return on
equity, return on investment, return on assetaymatn net assets, and return on capital employet@), shareholder return, profit (GAAP and
non-GAAP), operating profit (GAAP and non-GAAP)peomic profit, capitalized economic profit, aftaxtprofit (GAAP and non-GAAP),
pre-tax profit (GAAP and non-GAAP), cash, cash flmeasures (including but not limited to operatiaglcflow, free cash flow, cash flow
return, and cash flow per share), sales, salesnalsales growth, assets, inventory turnover rptisductivity ratios, share price, cost, unit
cost, expense targets or ratios, charge-off lewglerating efficiency, operating expenses (GAAP amit-GAAP), customer satisfaction,
improvement in or attainment of expense levels kimgy capital, improvement in or attainment of wardicapital
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levels, debt, debt to equity ratio, debt reducttapital targets and/or consummation of acquisstialispositions, projects or other specific
events or transactions. Any performance measuretr@applied to the Company and certain affiliatethe aggregate, to a selection of or
or more of these entities, to each as a wholeterradtively, or to any business unit of the Compangertain of its affiliates, either
individually, alternatively or in any combinationémeasured either annually or cumulatively ovpedod of years, on an absolute basis or
relative to a pre-established target, to resuitpfevious years or to a designated comparisonpgobentities or to a published or stock
market or other index, in each case as specifigthidommittee. The Committee will specify the pdrover which the performance goals
a particular award will be measured.

The Committee may also establish other performameasures for awards granted to participants tieamairintended to qualify for the
performance-based compensation exception from@et82(m).

The Committee will determine whether the applicgi#eformance goals have been met with respecptotacular award and, if they
have, the Committee must so certify in writing @asdertain the amount payable under the award. Bhantittee is authorized to make
adjustments in performance-based criteria or irteh@s and conditions of other awards in recognmitibunusual or nonrecurring events
affecting the Company or its financial statemeitslgding, but not limited to, asset write-dowrightion or claim judgments or settlements;
reorganizations or restructuring programs; extriaany, unusual, or nonrecurring items of gain @slas defined under U.S. generally
accepted accounting principles; mergers, acquistar divestitures; and foreign exchange gains@sges) or changes in applicable laws,
regulations or accounting principles. In the casawards to Covered Employees (as defined for mepof Section 162(m)) that are intended
to qualify under the performance-based compensaticrption from the deductibility limitations of Smn 162(m), the adjustments must be
made in accordance with guidelines establishedh&yCommittee at the time the performance-baseddawaranted (or within such period
thereafter as may be permissible under Sectioni)j2(n addition, in the event that the Committegedmines that it is advisable to grant
awards which are not intended to qualify for thefgrenance-based compensation exception from thedgidlity limitations of Section 162
(m), the Committee may make such grants withousfyaig the requirements of Section 162(m).

Other AwardsThe Committee may grant other forms of equity-baseelquity-related awards that the Committee ddateeato be
consistent with the purpose of the Proposed LTkPtha interests of the Company. These other awaeysprovide for cash payments based
in whole or in part on the value or future valuesbéres, for the acquisition or future acquisitidsshares, or any combination thereof. Where
the value of such an award is based on the diféerémthe value of a share at different pointsrivet the grant or exercise price must
generally (except as otherwise described in thed¥®d LTIP) not be less than 100% of the fair mavkkie of a share on the date of grant.

Amendment and Terminatiohhe Committee may amend or terminate the Propo3##d in whole or in part at any time, but the
amendment or termination cannot adversely affegtrigits or obligations with respect to an awarevpously granted without the affected
participant’s written consent. The Company mustisbthe approval of the shareholders before amgritie Proposed LTIP to the extent
required by Section 162(m) or Section 422 of thdeCor the Nasdaq rules or other applicable law.

The Committee may amend an outstanding award agm@ema manner not inconsistent with the termthefProposed LTIP, but the
amendment will not be effective without the papamt’s written consent if the amendment is advarghe participant. However, the
Committee cannot reprice a stock option or SAR pkizeaccordance with the adjustment provisionthefProposed LTIP (as described
above) or to the extent the shareholders appravestricing. For this purpose, a repricing gengiialan amendment to the terms of an
outstanding stock option or SAR that would redim=dption exercise price or SAR price or a cantiebaexchange, substitution, buyout or
surrender of an outstanding stock option or SABxchange for cash, another award or stock optid@®Ad® with an option exercise price or
SAR price that is less than the option exerciseepor SAR price of the original stock option or SARRe Committee may provide for
clawback provisions in award agreements based emifigental activity” (as defined in the ProposedR)lor for other reasons.

Transferability.Awards generally may not be sold, transferred, giell assigned, or otherwise alienated or hypotbdday a participant
other than by will or the laws of descent and sition, and each option or SAR may be exercisahlg by the participant during his or her
lifetime. However, the Committee may provide inaamard agreement for an NQSO that the NQSO be #aatde consistent with securities
law and other applicable law. NQSOs may not besfeaned for value or consideration.
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Certain Federal Income Tax Consequences for Partipants Subject to U.S. Tax Law

The following is intended only as a brief summafyh® federal income tax rules relevant to the priyrtypes of awards available for
issuance under the Proposed LTIP and is basedeaeitims of the Code as currently in effect. Thdiaegple statutory provisions are highly
technical and subject to change in the future (pbswith retroactive effect), as are their integfations and applications. Because federal
income tax consequences may vary as a result dfidludl circumstances, participants are encouragexnsult their personal tax advisors
with respect to their tax consequences. The follgwgummary is limited to United States federal medax treatment. It does not address
state, local, gift, estate, social security or iigmetax consequences, which may be substantidfigrdit. Certain intended Proposed LTIP
participants are residents of foreign countries.

NQSOsA participant generally is not taxed upon the gi@ran NQSO, unless the NQSO has a readily asnaliks fair market value
(usually meaning that the NQSO is traded on a g&zsimarket). However, the participant must redagrdinary income upon exercise of
the NQSO in an amount equal to the difference betvike NQSO exercise price and the fair marketevafithe shares acquired on the date
of exercise. If the participant is subject to suitler Section 16(b) of the Exchange Act (the sbwihg profits rule), the participant recognizes
ordinary income in the amount by which the fair kedivalue of the shares determined as of a lateradaceeds the exercise price for the
shares, with such later date being the earlien) dfi¢ expiration of six months from the date oémise; or (ii) the first day on which the
disposition of the shares would not subject théiggpant to suit under Section 16(b) of the Exct@Agt, unless the participant makes a
timely election under Section 83(b) of the Codéefired to as Section 83(b)), in which event the ifi@rket value of the shares will be
determined on the date of exercise. The Compangrgby will have a deduction in an amount equahi® amount of ordinary income
recognized by the participant in the Company’syear during which the participant recognizes orginacome.

Upon the sale of shares acquired pursuant to taecise of an NQSO, the participant will recogniapital gain or loss to the extent that
the amount realized from the sale is different ttenfair market value of the shares on the datxefcise (or, if the participant was subjec
Section 16(b) of the Exchange Act and did not makienely election under Section 83(b), the fair keawvalue on the delayed determination
date, if applicable). This gain or loss will be ¢pterm capital gain or loss if the shares have Iwdeh for more than one year after exercise.

ISOs.A participant is not taxed on the grant or exercian 1ISO. The difference between the exerciseepand the fair market value of
the shares covered by the ISO on the exercisendtht@owever, be a preference item for purposethefalternative minimum tax. If a
participant holds the shares acquired upon exeatiaa 1SO for at least two years following the 1§@nt date and at least one year following
exercise, the participant’s gain, if any, upon bsaguent disposition of the shares is long-ternitaagain. The amount of the gain is the
difference between the proceeds received on disposind the participant’s basis in the shares ¢tvigienerally equals the ISO exercise
price). If a participant disposes of shares acqugrsuant to exercise of an ISO before satisfiliege holding periods, the participant will
recognize both ordinary income and capital gaithényear of disposition. The Company is not ertitiea federal income tax deduction on
the grant or exercise of an ISO or on the partmigadisposition of the shares after satisfying hioé&ding period requirement described above.
If the holding periods are not satisfied, the Comypaill be entitled to a deduction in the year ffagticipant disposes of the shares in an
amount equal to the ordinary income recognizechbyparticipant.

In order for an option to qualify as an ISO fordeal income tax purposes, the grant of the optiostreatisfy various other conditions
specified in the Code. In the event an option idéshto be an ISO fails to qualify as an ISO, it wé taxed as an NQSO as described above.

Restricted Stock AwardA. participant generally will recognize taxable aralily income upon the receipt of a restricted stoglrd if the
shares are not subject to a substantial risk ééitore. The income recognized will be equal tofiie market value of the shares at the tim
receipt less any purchase price paid for the shHrése shares are subject to a substantial fig&rfeiture, the participant generally will
recognize taxable ordinary income when the sulisdaigk of forfeiture lapses. If the substantiskrof forfeiture lapses in increments over
several years, the participant will recognize inedmeach year in which the substantial risk ofditure lapses as to an increment. If the
participant cannot sell the shares without beirgesti to suit under Section 16(b) of the Exchange (e short swing profits rule), the she
will be treated as subject to a substantial ristodkeiture. The income recognized upon lapse sdilastantial risk of forfeiture will be equal to
the fair market value of the shares
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determined as of the time that the substantialafdbrfeiture lapses less any purchase price fmithe shares. The Company generally will
be entitled to a deduction in an amount equal écatimount of ordinary income recognized by the pigiint.

Alternatively, if the shares are subject to a samitsal risk of forfeiture, the participant may makéimely election under Section 83(b) to
recognize ordinary income for the taxable year vicl the participant received the shares in an aegual to the fair market value of the
shares at that time. That income will be taxablerdinary income tax rates. If a participant ma&esnely Section 83(b) election, the
participant will not recognize income at the tirhe substantial risk of forfeiture lapses with redpe the shares. At the time of disposition of
the shares, a participant who has made a timeld®e@3(b) election will recognize gain in an ambaqgual to the difference between the
purchase price, if any, and the amount receivethemlisposition of the shares. The gain will beatd& at the applicable capital gains rate. If
the participant forfeits the shares after makir®pation 83(b) election, the participant is notttedito a deduction with respect to the income
recognized as a result of the election. To be tirtee Section 83(b) election must be made witlfil&ys after the participant receives the
shares. The Company will generally be entitled tteduction in an amount equal to the amount ofnamgi income recognized by the
participant at the time of the election.

Restricted Stock Units (RSUS#) participant generally is not taxed upon the gafran RSU. Generally, if an RSU is designed tpaie
on or shortly after the RSU is no longer subjed gubstantial risk of forfeiture, then the papéasit will recognize ordinary income equal to
the amount of cash and the fair market value oktteges received by the participant, and the Coynpélhbe entitled to an income tax
deduction for the same amount. However, if an RShbt designed to be paid on or shortly after tB& R no longer subject to a substantial
risk of forfeiture, the RSU may be deemed a noritiedldeferred compensation plan under Section 408Ahat case, if the RSU is designed
to meet the requirements of Section 409A, therp#récipant will recognize ordinary income equatlie amount of cash and the fair market
value of the shares received by the participard,the Company will be entitled to an income taxwigidn for the same amount. However, if
the RSU is not designed to meet the requiremeneofion 409A, the participant will be subject tdinary income when the substantial risk
of forfeiture lapses as well as an additional twepercent (20%) excise tax, and additional tax ddad imposed each following year.

Performance Share/Unit Awards; Stock Appreciatiagh® (SARS)A participant generally is not taxed upon the girda performance
share/unit or SAR. The participant will recogniagable income at the time of settlement of thegrerénce share/unit or at the time of
exercise of the SAR in an amount equal to the amoiucash and the fair market value of the shagesived upon settlement or exercise.
However, if the participant is subject to suit un8ection 16(b) of the Exchange Act (the short gwirofits rule), the participant will
recognize taxable income at the time of settlernemixercise, as applicable, in an amount equdld@mount of cash received at that time
the fair market value (determined as of the eadfdi) the expiration of six months from the dafesettlement or exercise, as applicable; or
(ii) the first day on which the disposition of thleares would not subject the participant to suitemrSection 16(b) of the Exchange Act, unless
the participant makes a timely election under ®add3(b)) of the shares received upon such settieoreexercise. The income recognized
will be taxable at ordinary income tax rates. TlnPany generally will be entitled to a deductiommamount equal to the amount of
ordinary income recognized by the participant. ayn or loss recognized upon the disposition ofstheres acquired pursuant to settlement
of a performance share/unit or exercise of a SARRqualify as long-term capital gain or loss if thleares have been held for more than one
year after settlement or exerci

Golden Parachute Payment3he terms of the agreement evidencing an awaddruthe Proposed LTIP may provide for accelerated
vesting or accelerated payout of the award in cotime with a change in ownership or control of @@mpany. In such event, certain amot
with respect to the award may be characterizeghasathute payments” under the golden parachutégmwog of the Code. Under Section
280G of the Code, no federal income tax deducsalowed to the Company for “excess parachute paysi made to “disqualified
individuals,” and receipt of such payments subjéutsrecipient to a 20% excise tax under Sectid@94$§ the Code. For this purpose,
“disqualified individuals” are generally officershareholders or highly compensated individualsquaring services for the Company, and the
term “excess parachute paymeritgfludes payments in the nature of compensatiolwéite contingent on a change in ownership or &t
control of the Company, to the extent that suchpants (in present value) exceed three times thipieet's average annual taxable
compensation from the Company for the previous yiwars. Certain payments for reasonable compendatiservices rendered after a
change of control and payments from tax-qualifikthp are generally not included in
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determining “excess parachute payments.” If paymenfccelerations may occur with respect to awgrralsted under the Proposed LTIP,
certain amounts in connection with such awards pusgibly constitute “parachute payments” and bgestibo these “golden parachute” tax
provisions.

New Proposed LTIP Benefits

No awards have been granted yet under the Propdd®d The Committee will grant future awards atdtscretion. We cannot determi
the number of awards that may be granted in thedut

Registration with the SEC

We intend to file a Registration Statement on F8A&8 relating to the issuance of shares of commurksinder the Proposed LTIP with
the SEC pursuant to the Securities Act of 193&masnded, as soon as practicable after approvaed?toposed LTIP by our shareholders.

Equity Compensation Plans

As of September 5, 2013:

» There were options to purchase 10,794,005 sldm@sr common stock outstanding under all of aywiy compensation plans,
including legacy plans under which we will makemore grants. The weighted average remaining liftn@$e outstanding
options was 5.42 years, and the weighted averagyeieg price was $40.45.

* There were 944,083 shares outstanding subjecstoated stock and stock unit awards that remalojesit to forfeiture

* There were 4,511,311 shares available for fuguaats under the Current LTIP, of which no mo@ntii66,508 shares can be
awarded as restricted stock, stock units and paeoce units, 653,917 shares available for futuseaisce under the ESPP and
92,773 shares available for future issuance urgeNbn-Employee Director Stock Compensation ancDaf Program, or the
Deferral Program.

The following table provides information, as of 880, 2013, for all of the Company’s compensatiam$ (including individual
compensation arrangements) under which it is aizhadto issue equity securities.

Equity Compensation Plan I nformation

(©)

Number of securities

(a)
Number of securities to be
issued upon exercise of
outstanding options,

Plan Category warrants and rights (1)

(b)
Weighted average
exercise price of
outstanding options,
warrants and rights (2)

remaining available for

future issuance under
equity compensation plans

(excluding securities
reflected in column (a)) (1)

Equity compensation plans approved by security

holders 8,752,60: (3)
Equity compensation plans not approved by security

holders 24,31 (5)
Total 8,776,91.

(1) Refers to shares of the Compangbmmon stoc

(2) The weighted average exercise price relatiedysim outstanding stock option shares becauseestsubject to restricted stock units have

no exercise price.

(3) Includes shares issuable upon exercise of outstgrugitions and restricted stock units under theeCuL TIP

$ 35.7¢
$ 3.4f
$ 35.61

8,438,94. (4)
93,02¢ (6)

8,531,97.

(4) Includes shares remaining for future issuamaer the following plans in the amounts indicatedrrent LTIP — 7,785,026 shares (of
which 678,500 shares are available for issuancesaiscted stock, stock units or performance shaeesl ESPP — 653,917 shares.
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(5) Includes shares issuable upon exercise ofandisg options under the following plans in theoaimts indicated: INTRINSIC
Semiconductor Corporation 2003 Equity IncentivenPta the INTRINSIC Plan — 2,030 shares; and LEBhting Fixtures, Inc. 2006
Stock Plan, or the LLF Plan — 15,310 shares. Atetuides shares issuable under the Deferral ProgradrB72 shares. The Company
assumed (i) the options outstanding under the INNBRC Plan, which have a weighted average exercise pf $7.40 per share, in
connection with the Company’s acquisition of INTRINC Semiconductor Corporation, or INTRINSIC, inyd2D06; and (ii) the options
outstanding under the LLF Plan, which have a weidlatverage exercise price of $2.92 per share,nnemiion with the Company’s
acquisition of LLF in February 2008.

(6) Includes shares remaining for future issuance utigebDeferral Prograr

As of June 30, 2013, the only compensation plar@mangements under which the Company is authot@ébsue equity securities and
which have not been previously approved by thegdt@ders are the Deferral Program and the optiessraed under the INTRINSIC Plan
and the LLF Plan. All of these plans, except théeDal Program, have been terminated as to futtaetg. The following is a brief descripti
of the material features of these plans; this djef$on is not intended to be a complete descriptibthe plans and is qualified in its entirety
reference to the full text of the applicable plan:

INTRINSIC Planin connection with the acquisition of INTRINSIC July 2006, pursuant to which INTRINSIC became tloenBany’s
wholly owned subsidiary, the Company assumed cedaistanding stock options granted under the INNRC Plan. Since the closing of t
acquisition, no additional stock options have baearded, nor are any authorized to be awarded ruhdéNTRINSIC Plan. As of June 30,
2013, there were 1,230 incentive stock options&itiinonqualified stock options outstanding underlMiTRINSIC Plan.

LLF Plan.In connection with the acquisition of LLF in Febry2008, pursuant to which LLF became the Compawyislly owned
subsidiary, the Company assumed certain outstarstioulx options granted under the LLF Plan. Sineectbsing of the acquisition, no
additional stock options have been awarded, noaayeauthorized to be awarded, under the LLF FAarof June 30, 2013, there were 15,310
nonqualified stock options outstanding under thé& Rlan.

Deferral Program. The Company offers its non-employee directorsofiygortunity to receive all or a portion of thesrsh compensation
in shares of the Company’s common stock and tor deéetime of receipt of such shares. A remployee director may elect to receive a I
sum payment or annual installment payments of ilaees following such director’s separation fronvesr with the Company. Noamploye¢
directors must make their deferral elections byddeloer 31 of the prior year. The Board of Directmispted the plan in August 2009, and it
became effective on January 1, 2010. As of Jun@@03, there were 100,000 shares reserved forrissuander the Deferral Program, of
which 6,972 shares have been credited to direchmsiunts.
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PROPOSAL NO. 3—APPROVAL OF AMENDMENTS TO
2005 EMPLOYEE STOCK PURCHASE PLAN

General

We are requesting that shareholders approve prdmyaendments to the 2005 Employee Stock Purchase &t ESPP. The amendme
were approved at a meeting of the Board of Diresctor August 27, 2013 and will become effective angpn shareholder approval. If
approved by the shareholders, the proposed amentsiméin (1) increase the number of shares that imayssued under the ESPP by
2,000,000 shares; and (2) extend the term of tH&PRS five additional years to November 3, 2020.

If approved, the amendments would revise Secti@@a)land 26 of the ESPP to read as follows:

13(a) “Subject to adjustment pursuant to Sect®@). the maximum number of shares of the CommonkStuthorized for issuance
under the Plan is four million five hundred thousd#4,500,000) shares. Such shares shall be madatdedrom Common Stoc
currently authorized but unissued.”

26. “The Plan shall become effective on Novemh&(B®5, subject to and conditioned upon the stolcldrs of the Company
approving the Plan at their annual meeting on slath. It shall continue in effect for a term ofyidars unless sooner terminated
in accordance with its terms.”

The ESPP is filed as Appendix C to the Companyfsdive proxy statement (File No. 000-21154) filadth the Securities and
Exchange Commission on September 10, 2013, whiahaBable online through the Commission’s EDGAR8yn and through thédrivestol
Relations” section of the Company’s websiténaestor.cree.com/sec.cfnYou may also request a copy of the ESPP, asrtiyrie effect, by
sending a written request to: Director, InvestolaRens, Cree, Inc., 4600 Silicon Drive, Durham rt{icCarolina 27703.

On November 3, 2005, the Company’s shareholdemnoapg the ESPP to succeed the Company’s 1999 EemlStock Purchase Plan,
which terminated on October 31, 2005. Upon its éidagn 2005, the ESPP authorized up to 600,000eshaf the Company’s common stock
for issuance under the plan. On October 30, 20@Cobmpany’s shareholders approved an amendm#ére 6SPP increasing the number of
shares that may be issued under the plan by 908/t#@s and on October 25, 2011, the Company’'slsblaiers approved an amendment to
the ESPP increasing the number of shares that mé&sbed under the plan by 1,000,000 shares. Sgjgiember 5, 2013, a total of 1,846,
shares have been purchased pursuant to the ESRIPgI®53,917 shares remaining for future issualfitke amendments are approved, the
number of shares authorized for issuance undde 8P would increase by 2,000,000 shares.

The ESPP is scheduled to terminate on Novembdd1%h.2f the amendments are approved, the termecE®PP will be extended by five
years to November 3, 2020. If the amendments arapproved, then the ESPP will continue in accoedamith its current terms un
November 3, 2015, or such earlier date on whiclréhgining shares available for issuance pursuwethtet ESPP have been issu

We believe the ESPP is essential to the Companisd success and encourage shareholders to viaeoinof the amendments.

The Board of Directors recommends
shareholders vote FOR Proposal No. 3.

Description of ESPP

The following is a description of the ESPP as peaubto be amended. This description is merely arsamnof material provisions of the
plan and is qualified by the full text of the ameddlan as filed as Appendix C to the Company’snétefe proxy statement filed with the
Securities and Exchange Commission on Septemb&013,

Purpose. The purpose of the ESPP is to provide employieekifling officers) of the Company and certaintefdubsidiary corporations
with an opportunity to purchase common stock thiopayroll deductions.

Administration. The ESPP is currently administered by the Comgtéars Committee of the Board of Directors. All gtiess of
interpretation or application of the ESPP will tetmined by the Committee, whose decisions wifiited, conclusive and binding upon all
parties.

Eligibility and Participation. Any individual who is treated as an active employn the records of the Company or certain of its
subsidiary corporations, as designated from tintarie by the Committee (other than employees stibhjeihie laws of certain countries that
would prohibit participation in the ESPP) and wtas theen employed for at least 30 continuous days
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prior to the date of his or her participation igjile to participate in the ESPP, subject to adddl limitations imposed by Section 423(b) of
the Code and limitations on stock ownership deedrib the ESPP. As of September 5, 2013, there aygyeoximately 3,540 employees
eligible to participate in the ESPP.

Eligible employees become participants in the EByPRelivering to the Company’s stock plan admiittr, prior to the commencement
of the applicable participation period, a subs@iptigreement authorizing payroll deductions osbgh telephone or other electronic
arrangements as the Committee may prescribe.

Participation Periods The ESPP is implemented by participation perfdsvelve months’ duration, with new participatipariods
beginning on May 1 and November 1 of each yearhpatticipation period has two six-month purchasequls concluding with a purchase
every October 31 and April 30. The ESPP also pew/idr special interim participation periods toldeamployees of subsidiaries that
become designated subsidiaries under the planthétdreginning of a participation period, but aistethree months prior to the beginning of
the next participation period, to participate ie BSPP. The Committee has the power to alter thaidn of the participation periods and
purchase dates without shareholder approval.

Securities to be SoldThe Company is authorized to issue shares oEtmepanys common stock, par value $0.00125 per share, aot
to options granted under the ESPP. Shares subjegtions under the plan will be made availablenftbe authorized and unissued shares of
the Company’s common stock. If the amendments @peoaed by shareholders, the aggregate numberaoésithat may be issued under the
ESPP will be 4,500,000 of which 1,846,083 share® Ipaeviously been issued. The last sale price®flompany’s common stock on
September 5, 2013 was $56.18 per share, as refayrtdesdag.

Purchase Price The purchase price at which shares are soldpmchase date under the ESPP is the sum of (1)d8%P& fair market
value of common stock on the first day of the tveetaonth participation period or the purchase datéchever is lower; and (2) any transfer,
excise or similar tax imposed on the transactidre fair market value of common stock on a giver dathe closing sale price on Nasdaq for
that date, unless it is not open for trading ort tizde, in which case the fair market value willthe closing sale price reported by Nasdaq on
the last trading day immediately preceding the gidate.

Payroll Deductions The purchase price of the shares to be acquirddrihe ESPP is accumulated by payroll deductiwes each
purchase period. The rate of deductions may natexkd 5% of a participant’'s compensation. A paréintpmay decrease the rate of payroll
deductions by filing with the Company a new authation for payroll deductions and may only incretigerate of payroll deductions at the
beginning of each purchase period. All payroll dggiuins made for a participant are credited to #igipant’s account under the ESPP and
deposited with the general funds of the Comparbetased for any corporate purpose.

Grant and Exercise of OptianAt the beginning of a participation period, egenticipant is granted an option to purchase oih eac
purchase date during that participation periodauthé number of shares of the Company’s commorkstetermined by dividing the sum of
the participant’s accumulated payroll deductionstti@ participation period by the applicable pusgharice; provided that the number of
shares subject to an option shall not exceed XxB8fes of the Comparsytommon stock on any purchase date. On each merclade prior t
a participant’s withdrawal from the ESPP, the maximmumber of full shares subject to an option #natpurchasable with the accumulated
payroll deductions in the participant’s accountlwé purchased for the participant at the applieghirchase price. If, on any purchase date,
the number of shares with respect to which optamasto be exercised exceeds the number of sharedniag available for issuance under the
ESPP, the Committee may make a pro rata allocafitime shares remaining available for purchasesinréform a manner as practicable.
With respect to any payroll deductions that areusatd to purchase common stock due to such praltatation, the Committee will direct
the refund of the unused payroll deductions tgpduicipant. If the Committee determines that il wdt seek authorization from shareholders
for additional shares for issuance under the ESPBuUbsequent participation periods, the ESPPanttbmatically terminate.

No employee may participate in the ESPP if, immtedijaafter the grant of an option, the employee ldawn 5% or more of the total
combined voting power or value of all classes o€ktof the Company or of its majority-owned subsiitis (including stock that may be
purchased under the ESPP or pursuant to any odistaaptions), and no employee will be granted oo under the ESPP to the extent
the employee’s rights to buy stock under all emptogtock purchase plans of the Company or anydiabgiaccrues at a rate that exceeds
$25,000 worth of stock (determined based on thenfiarket value of the shares at the time the ops@ranted) for each calendar year in
which any such option is outstanding at any time.

Withdrawal. An employee may terminate his or her participatioa given participation period by giving writteotice to the Company
of his or her election to withdraw at any time piie a purchase date during such participationoperll payroll deductions taken during the
participation period that have not been used tolmse shares will be returned to the participanhupceipt of the withdrawal notice. Such
withdrawal will automatically terminate the parpent’s interest in that
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participation period; the participant will not betamatically enrolled in a subsequent participapeniod but may choose to enroll in a
subsequent participation period by timely delivgrin the Company a new subscription agreement.

Under an automatic reset feature, if the fair mawvkdue of a share of the Company’s common stocthertrading day immediately
before the first day of a participation periodasd than the fair market value of a share on teeday of the immediately preceding
participation period, all participants will be amtatically withdrawn from the immediately precedimarticipation period following the
purchase of shares on the first purchase dateabpHrticipation period and re-enrolled in the rextceeding participation period.

Termination of Employmentf a participants employment terminates for any reason, includatgement or death, the participant will
deemed to have withdrawn from the ESPP on theafamployment termination.

Adjustments for Changes in Capitalizatiolm the event any change is made in the Compamapgalization during a participation period,
such as a stock split or stock dividend on comntooks which results in an increase or decreaskdmtmber of shares of common stock
outstanding without receipt of consideration by @@mpany, appropriate adjustments will be madéénpurchase price and in the number of
shares subject to purchase under the ESPP, aasielthe number of shares reserved for issuarder the ESPP.

In the event of the proposed dissolution or ligtimaof the Company, the participation periods tireprogress will be shortened. A new
purchase date prior to the date of the proposesbldiion or liquidation will be set, and the ESPI terminate thereafter. In the event of a
merger or sale of substantially all of the asséth® Company, outstanding options under the ESHP&vassumed by the successor
corporation or equivalent options will be subsgtlitor the participation periods then in effect & shortened and a new purchase date will
be set prior to the date of the proposed sale ogane

Nonassignability No rights or accumulated payroll deductions oarployee under the ESPP may be pledged, assiyapsferred or
otherwise disposed of in any way for any reasoerdthan death. Any attempt to do so may be tredayagtie Committee as an election to
withdraw from the ESPP.

Amendment and Termination of ESPFhe Committee may at any time amend the ESPPoutitine consent of shareholders or
participants, except that any such action will blejsct to the approval of the Board of Directord #me Company’s shareholders at or before
the next annual meeting of shareholders after Boehrd action if such approval is required by anydarules or regulations, and the
Committee may, at its discretion, determine to sitibther changes to the ESPP to the Board and lsblglers for approval. In no case may
any amendment materially impair the rights of dipgrant with respect to any shares of common sfekiously purchased for the
participant under the ESPP without the particigantnsent or disqualify the ESPP under Sectionod#3e Code. If the amendments are
approved by shareholders, the ESPP will terminat@vember 3, 2020, unless sooner terminated.

Foreign Jurisdictions The Committee may, in its sole discretion, amendary the terms of the ESPP in order to confomchserms to
the requirements of a jurisdiction outside of thateld States in which an eligible employee is ledah order to meet the goals and objective
of the plan. The Committee may also establish anmaare sulplans for these purposes and/or establish adnatiigtrrules and procedures
facilitate the operation of the ESPP in such jucisons.

Certain Federal Income Tax Consequences for Partipants Subject to U.S. Tax Law

The ESPP is intended to qualify as an “employeekspoirchase plan” under the provisions of Secti2tsand 423 of the Code. Under
these provisions, participants will not recognizeome for federal income tax purposes either upwallenent in the ESPP or upon any
purchase of stock thereunder. All tax consequeacesdeferred until a participant sells the stoajuared under the ESPP, disposes of such
stock by gift or dies.

Upon disposition of the shares, a participant ballsubject to tax, and the amount of the tax veipehd upon the holding period for the
shares. If the shares have been held by the geticfor more than two years after the date obfiteon grant and more than one year after
exercise of the option, the participant will recagnordinary income equal to the lesser of (1)ekeess of the fair market value of the shares
at the time of such disposition over the purchagapor (2) 15% of the fair market value of theuss at the time the option was granted. The
ordinary income recognized by the participant Wwéladded to the participant’s basis in the sharesany additional gain or loss realized by
the participant upon disposition of the shares lélitaxed as long-term capital gain or loss. Ifghgicipant disposes of the shares before the
expiration of these holding periods, the partictpaifl generally recognize ordinary income for fedleincome tax purposes equal to the
excess of the fair market value of the shares emthichase date over the purchase price. The oydimeome recognized by the participant
will be added to the participant’s basis in therebaand any additional gain or loss will be taaedong-term or shoterm capital gain or los
depending on the holding period.
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The Company will be entitled to a deduction for amis taxed as ordinary income to a participant ¢miyne extent that ordinary income
must be reported upon disposition of shares byé#ngcipant before the expiration of the holdingipds described above.

The foregoing does not purport to be a completensaim of the effect of federal income taxation offfEStransactions upon participants
and the Company. It also does not address theot@seguences of a participant’s death or the pavssof the income tax laws of any
municipality, state or foreign country in which arficipant may reside.

Plan Awards

Participation in the ESPP is voluntary and depenhdereach eligible employee’s election to partitgpand his or her determination as to
the level of payroll deductions. Accordingly, futysurchases under the ESPP are not determinabheeidployee directors are not eligible to
participate in the ESPP. The following table setshfwith respect to each individual and groupelisbelow (1) the aggregate number of
shares of the Company’s common stock purchased timel&SPP since its inception through the mognepurchase date, April 30, 2013;
and (2) the dollar value of the benefit receivethwespect to such purchases.

Cumulative Grants Since
Plan Inception in 2004

Dollar Value of Benefit

No. of Shares (1)

Charles M. Swoboda 7,13¢ % 58,00¢
Chairman, Chief Executive Officer and President

Michael E. McDevitt 6,93: $ 54,70¢
Executive Vice President and Chief Financial Office

Norbert W. G. Hiller 7,00¢ $ 57,13¢
Executive Vice President—-LEDs

Tyrone D. Mitchell, Jr. 6,98¢ $ 57,11

Executive Vice President—Lighting
Clyde R. Hosein — —
Robert A. Ingram — —
Franco Plastina — —
Alan J. Ruud 2,72 % 40,32¢
Robert L. Tillman — —
Thomas H. Werner — —

All current executive officers as a group 28,06¢ $ 226,96!
All current directors who are not executive offgeass a group 2,727 % 40,32¢
All associates of directors, executive officersixominees 2,961 $ 22,33¢
All other persons who received or are to receivedddan awards — —
All employees, including all current officers whiieanot executive 1,818,01. $ 15,816,75

officers, as a group

(1) Market value of shares on the date of purchaseysiime purchase price under the E!
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OWNERSHIP OF SECURITIES

Principal Shareholders and Share Ownership by Managment

The following table sets forth information regamglithe beneficial ownership of the Compagbmmon stock as of September 5, 201
(1) each person known to the Company to be thefiogaleowner of more than 5% of the outstanding coom stock; (2) each person name
the Summary Compensation Table on page 51; (3) pardlon serving as a director or nominated fortiele@s a director; and (4) all current
executive officers and directors as a group. Exaspitherwise indicated by footnote or to the ebxdbared by spouses under applicable law,
to the Company’s knowledge, the persons nameceitathle below have sole voting and investment paviter respect to all shares of
common stock shown as beneficially owned by them.

Common Stock Percentage of
Name and Address (1) Beneficially Owned Outstanding Shares
FMR LLC (2) 15,760,01 13.1%

82 Devonshire Street
Boston, MA 02109

ClearBridge Investments, LLC (3) 9,479,02: 7.9%
620 8" Avenue
New York, NY 10018

PRIMECAP Management Company (4) 9,115,29 7.6%
225 South Lake Avenue, #400
Pasadena, CA 91101

BlackRock, Inc. (5) 7,156,87. 6.0%
40 East 529 Street
New York, NY 10022

Alan J. Ruud (6) 1,478,30! 1.2%
Charles M. Swoboda (7) 650,80: *
Tyrone D. Mitchell, Jr. (8) 126,12 *
Norbert W. G. Hiller (9) 106,85( *
Michael E. McDevitt (10) 82,20¢ 2
Clyde R. Hosein (11) 53,75( *
Robert A. Ingram (12) 48,50( =
Franco Plastina (13) 47,50( *
Harvey A. Wagner (14) 46,00( =
Thomas H. Werner (15) 43,50( *
Robert L. Tillman (16) 27,50( 2
All current directors and executive officers as

a group (11 persons) (17) 2,711,03 2.3%

*  Less than 1%

(1) Unless otherwise noted, all addresses are in ¢dhee@ompany at 4600 Silicon Drive, Durham, NC @3.

(2) Asreported by FMR LLC in a Schedule 13G/&fdilwith the Securities and Exchange Commissionedmikary 14, 2013, which states
that FMR LLC has sole dispositive power with reggeall of such shares and sole voting power wépect to 828,153 of such shares.

(3) Asreported by ClearBridge Investments, LLGiSchedule 13G/A filed with the Securities andhzxge Commission on February 14,
2013, which states that Clearbridge Investment$; bas sole dispositive power with respect to aluath shares and sole voting power
with respect to 9,419,097 shares.
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(4)

()

(6)

(7)

(8)

(9)

As reported by PRIMECAP Management Company in a&8ale 13G/A filed with the Securities and Excha@genmission on Februa
14, 2013, which states that PRIMECAP Managementgzom has sole dispositive power with respect tofadluch shares and sole
voting power with respect to 4,541,102 of such ekar

As reported by BlackRock, Inc. in a SchedB8&MA filed with the Securities and Exchange Cominis®n February 6, 2013, which
states that BlackRock, Inc. has sole investmentvatidg authority with respect to all of such shsare

Includes 30,000 shares subject to optionsoisadle within sixty days of September 5, 2013 cAtxludes 1,666 shares held by Mr.
Ruud pursuant to a restricted stock award whichrfrddrested as of September 5, 2013. The sharerdgmeported for Mr. Ruud includ
967 shares held by Mr. Ruud’s spouse and 246,1&%sHeld by AJR Legacy Trust. Mr. Ruud has neitloéing nor investment power
over the AJR Legacy Trust; however, under the tesfrsich trust, Mr. Ruud has the right to withdréae shares from such trust within
sixty days. Mr. Ruud disclaims beneficial ownersbipgthe 246,155 shares held by the AJR Legacy Trust

Includes 320,000 shares subject to optionscesable within sixty days of September 5, 2013Ahcludes 76,000 shares held by Mr.
Swoboda pursuant to restricted stock awards whachrtot vested as of September 5, 2013.

Includes 70,001 shares subject to optionsoésadvle within sixty days of September 5, 2013 cAtgludes 15,700 shares held by Mr.
Mitchell pursuant to restricted stock awards wHieldl not vested as of September 5, 2013.

Includes 56,667 shares subject to options bllir. Hiller and 4,288 shares subject to optibakl by Mr. Hiller's spouse which are
exercisable within sixty days of September 5, 2@480 includes 20,700 shares held by Mr. Hillerquant to restricted stock awards
which had not vested as of September 5, 2013.

(10) Includes 44,833 shares subject to options exefeisgithin sixty days of September 5, 2013. Alsduges 11,250 shares held by Mr.

McDevitt pursuant to restricted stock awards whield not vested as of September 5, 2013.

(11) Includes 28,000 shares subject to options exeieisaithin sixty days of September 5, 2C

(12) Includes 21,750 shares subject to options exeieisaithin sixty days of September 5, 2C

(13) Includes 15,500 shares subject to options exeieisaithin sixty days of September 5, 2C

(14) Includes 18,000 shares subject to options exefeisgithin sixty days of September 5, 2C

(15) Includes 23,000 shares subject to options exefeisgithin sixty days of September 5, 2C

(16) Includes 11,750 shares subject to options exefeisgithin sixty days of September 5, 2C

(17) For all current executive officers and directoraagoup, includes a total of 643,789 shares stljeaptions exercisable within sixty

days of September 5, 2013 and 125,316 shares heddant to restricted stock awards which had nsteeeas of September 5, 2013.
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EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

The following discussion and analysis describesctmpensation of the Company’s named executivearfifor fiscal 2013. It is
composed of the following sections explaining tkeigions that were made in determining the fis@dl322compensation for each named

executive officer:
1) Executive Summai: highlights the Compang’compensation philosophy and elements, and &3 performance and p.
2) Compensation Philosophy and Objectiveéscusses the philosophy behind the Commaogimpensation practic
3) Compensation Processliscusses how each element of compensationésmigted

4) Elements of Executive Compensation and Analystssol 2013 Compensation Decisic: provides greater detail on each element
of compensation and the individual compensatioeaxh named executive officer; and

5) Additional Informatior: discusses additional policies and arrangemetateckto executive compensati
Named Executive Officers

The named executive officers for fiscal 2013 were:

» Charles M. Swoboda, Chairman, Chief Executive @ffiand Presidet

* Michael E. McDevitt, Executive Vice President anitie® Financial Officel
* Norbert W. G. Hiller, Executive Vice Presid—LEDs; ant

* Tyrone D. Mitchell, Jr., Executive Vice Presitdrighting.

Executive Summary

The Compensation Committee of the Board of Directas overall responsibility for executive officempensation, including defining
the compensation philosophy, setting the elemeémtsmpensation and approving individual compensatiecisions. The Committee is also
responsible for overseeing administration of conspéion and benefit programs and plans in whictettexutive officers are eligible to
participate.

The Committee believes that executive officer conspéion should:

* be linked closely to the Compasyperformanci
« align the interests of the executives with thokthe Companys shareholder
» provide incentives for achieving financial and Imesis goals; al
« provide individual executive officers with themortunity to earn compensation at levels thataraepetitive with executives in
comparable jobs within the Company’s peer companies
The primary elements of the executive compensarogram are:

e base salar
« performance-based cash incentive compensatibichvis paid under our long-term incentive compénsalan (or LTIP) for
our CEO and under our management incentive compengaan (or MICP) for our other named executificers; and

» longterm equity incentive compensati

The cash and equity incentive elements are linkextilly to corporate performance and shareholdermeand these elements accoun
the majority of the target total direct compengatid each executive officer. While these incengl@ments provide an opportunity for the
executive officer to realize considerable valugltdirect compensatioactuallyearned can vary substantially from the target deipgnon
the degree to which the Company’s financial andrtass objectives are achieved and shareholder watteased.
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The Company'’s financial performance in fiscal 20z strong and the Company achieved its stratdgectives of increasing LED
lighting adoption and increasing revenues. The Gaomgls stock price, which has historically been titdaincreased from $24.45 per share at
the end of fiscal 2012 to $63.83 per share at titeoé fiscal 2013. The Committee remains committeckinforcing the Company’s pay-for-
performance philosophy. Key actions the Commitbedk with respect to fiscal 2013 compensation arersarized below:

Base salariesThe Committee approved annual merit increasbase salary for Messrs. Swoboda, Hiller and MitidheAugust
2012 and approved additional increases in Octob&? 20 make the officers’ salaries more competitivéhe marketplace in
response to concerns regarding the Company’s\atiliaittract and retain executive officers. The Guttee did not adjust Mr.
McDevitt's base salary, which it previously evakdtind adjusted during fiscal 2012 in connectiah Wis appointment to the
role of Vice President and Interim Chief Financ¢ficer.

Proportion of performanegased pay Over 80% of the CEQO'’s target total direct compios for fiscal 2013 was comprised of
variable performance-based pay in the form of stesrh cash incentives and long-term equity awa@asaverage, over 70% of
the other named executive officers’ target totedclicompensation for fiscal 2013 was comprisethe$e components.

Aggressive financial targets for performati@sed cash incentive compensatidime Committee established challenging annual
financial targets for the fiscal 2013 performanesdd cash incentive programs that applied to aiefCompany’s named
executive officers, and the CEO established chgitenquarterly financial targets under the MICRwinich all of the named
executive officers other than the CEO participatee Committee also approved increases to the naxelitive officers’ total
target cash incentive awards to reflect our paypfformance philosophy and make this componeaketutive compensation
more competitive in the marketplace. The Compatyeaed its aggressive annual financial targets,thacefore the CEO
received cash incentive compensation under the BftPthe other named executive officers receivediaincash incentive
compensation under the MICP. The Company also eetligs aggressive quarterly financial targetstiierfirst three fiscal
quarters, and the named executive officers whaggaate in the MICP received quarterly cash inoentompensation for those
three quarters.

Longterm equity compensatiariThe Company grants equity awards to the nameclixe officers in the form of stock options
and restricted stock to align the interests ofrthmed executive officers with the shareholderstarfdcilitate executive officer
retention.

Compensation Philosophy and Objectives

The Committee believes that the compensation paskamvided to the named executive officers shmdldide both cash and stock-
based compensation and should utilize performaasedcompensation to reward performance as meaasgagust established business
goals, which results in increased compensatiohdekecutive officers if the Company meets or edsé¢kese goals. For fiscal 2013, the
Committee targeted each component of compensdiase(salary, short-term cash incentives and lomg-éguity awards) to be between the
50™and the 79" percentiles of the market data (as described ing'RbBenchmarking and Comparative Analysis” beloAgtual
performance-based compensation components vary baseorporate and individual performance.

In setting fiscal 2013 compensation for the nameatetive officers, the Committee:

evaluated each element of compensation as cauparexecutives in similar roles in the Compamgsr group and the Radford
Global Technology survey;

assessed the performance of the named exeatftivers, and considered the scope of responsildlid strategic impact of their
respective roles in the organization;

emphasized variable and performance-based caapen to motivate executives to achieve the Coryigausiness objectives
and align pay with performance; and

utilized equity compensation to create a cultfrewnership and focus on long-term growth. Eqpigyed a significant role in
the total pay mix of the executives to ensure afignt with shareholder interests.
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Compensation Process

Role of Compensation Consultant

The Committee has engaged Radford, an Aon Hewittfizmy, to act as the Committee’s independent cosgtiem consultant. The
Committee has assessed Radford’'s independencestgrthihed that Radford had no conflicts of intenestonnection with its provision of
services to the Committee. Radford reports directlhe Committee and works with management onthe@Committees direction. For fisce
2013, Radford was given the overall directive tsisithe Committee with implementing the Compamgmpensation philosophy for the
executive officers in keeping with overall objeetsy including gathering relevant market data tisaf'e Committee in making compensation
decisions for the named executive officers, as ag&leviewing the Company’s severance and changenitnol arrangements as compared to
those of the peer group. The Company also purchagdished compensation and benefits surveys fradfdd, and on occasion, engages
Radford to provide consulting services for non-exie compensation matters. The fees paid to Rddforthese additional services did not
exceed $120,000 in fiscal 2013.

Role of Executive Officers

No executive officer, including the CEO, providaput to the Committee into setting his own compgasabut executive officers are
provided the opportunity to make recommendatioganging individual goals, and, with respect to @O, annual corporate goals. The C
is responsible for annually evaluating the perfarogaof the named executive officers (except himseééfveloping performance summaries
and making recommendations based on those revavilsef compensation of those executives, whicloaesfactor the Committee considers
in making final compensation decisions. Furtheg, GiEO coordinates with executive officers throughba fiscal year in setting quarterly
individual goals under the MICP and sets the quigr@ompany performance goals under the MICP.

Role of Benchmarking and Comparative Analysis (MaiRata)

The Committee uses market analyses provided bydR&ds a reference point to evaluate the competi&igs of the Company’s
compensation packages for the executive officeasifétd develops a market composite (referred teihexrs market data) equally weighted
using data from two sources: (1) public comparipds from a select peer group; and (2) the Rad&labal Technology survey (composec
other technology companies of comparable sizek dbkimilar scope and responsibility as thoséafpeer companies and companies
included in the Radford survey are identified andaket composite is created for each of the exexofficer roles. The Committee uses 1
market data to analyze base salary, short-terminashtive compensation, total cash compensatiquifyecompensation, and total direct
compensation.

Peer Group
The Committee, assisted by Radford, selects thep@agis peer group based on the following criteria:
* semiconductor or semiconductatated busines
e semiconductor device companies (as opposed to mgnipcompanies
« “clean"technology companies (those who offer productssamdices to reduce the use of natural resou
e comparable revenue, market cap, and market caprasdtiple of revenue
» comparable number of employees;
* companies against which the Company competes &utive talen
The Committee reviews the peer group each yeagt&riohine if companies should be added or remowed the peer group list.

For comparative purposes, the Company’s employeefsr fiscal 2012 was above the 'B8ercentile of the peer group and revenue was
between the 28and 50" percentiles of the peer group. The companies caimgrihe peer group used in determining fiscal 284 utive
compensation remained the same as those usedah2i312, except that Acuity Brands, Inc. was addadsponse to the Company’s
growing presence in the lighting market in fisc@lL3, and SunPower Corporation was removed bectagpérienced a change in control in
2011. The peer group companies for fiscal 2013 were

38




Table of Contents

Acuity Brands, Inc. Microchip Technology Incorporated
Altera Corporation MICROSEMI CORPORATION
Fairchild Semiconductor International, Inc. PMC-Sierra, Inc.

First Solar, Inc. RF Micro Devices, Inc.

Hexcel Corporation Silicon Laboratories Inc.

Integrated Device Technology Inc. Skyworks Solusiolnc.

Intersil Corporation SunEdison, Inc.

Linear Technology Corp. TriQuint Semiconductoi.In
Maxim Integrated Products, Inc. Xilinx, Inc.

In fiscal 2013, the Committee evaluated the Comjzapgrformance against the performance of the gemrp through fiscal 2012.

The Company'’s relative financial performance coragap that of the peer companies on a three- amrdyfear basis through fiscal 2012
is as follows:

« revenue growth—above the 9percentile for both the three and five year perjeas

» netincome growth—the highest of the peer grou three-year basis and between thE&td 50" percentiles on a five-year
compounded annual basis.

Radford Global Technology Survey

The Committee considers the Radford Global Techgyosurvey as another source of competitive datstertain compensation levels
the broader competitive market. For benchmarkinggses in fiscal 2013, the Committee selected fiata the surveys for public high-
technology companies with annual revenue levelwéet $500 million and $2.0 billion. A list of thesempanies can be found in Appendix
A. The analysis included the 95 50™, and 78"percentiles on base salary, short-term cash ineentimpensation, total cash compensation,
equity compensation and total direct compensation.

Determination of Target Total Direct Compensation

In April 2012, Radford presented the Committee eeraew of regulatory trends and developments iecetive compensation. In Augt
2012, Radford presented a comprehensive analyiedompany’s executive compensation as compargethtket data. Radford presents
analyses of base salary, performance-based casftives, and equity award levels for each executffieer and makes recommendations to
the Committee using criteria that align with then@@any’s compensation philosophy. In addition, tf#0makes recommendations with
respect to base salary adjustments for executfieeds other than himself. The Committee assess&ls @ompensation component as
described below:

» Base salary increases basec

— individual performance, including but not limitéo, achievement of financial objectives, stratdgyelopment and
implementation, and overall leadership capabilitietuding demonstration of the Cree values;

— responsibilities for which the executive is accalni¢; an
— relative position to the market data for that

» Cashbased performance incentive targets as a percéyatsef salary are evaluated and approved basee:
— level of impact each of the respective executifizef roles has on financial and strategic res
— desired mix of base salary, short-term and l@ngy incentive compensation; ¢
— relative position to the market data and comparshortterm incentive targets as a percent of base stdathat job

e Stock option and restricted stock guidelines asessed based on t

— level of the executive within the organizatioahe desire to most closely link jobs with thgh@st impact on financial results
to the returns experienced by the Company’s shidetm
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— scope of responsibilities for which the executiv@¢countable; ai
— competitive position of the Company’s targetgdarm equity incentive compensation as comparekldartarket dat

After a comprehensive review of these elementsCiiamittee developed target total cash and dir@tipensation for the named executive
officers.

Determination of Financial and Individual Objecsve

The Committee approves one or more annual finaterigets that align with the Company’s strategid fmancial goals for the coming
fiscal year. The annual financial targets apprdwethe Committee for fiscal 2013 were stated im&pf revenue and non-GAAP pre-tax
income. Each named executive officer's performas@ssessed against these objectives. The nameudtieeeofficers, excluding the CEO,
are also evaluated against quarterly financialiadividual objectives that are established by tE#OCAchievement of these pre-determined
financial and individual objectives determines éventual performance incentive payouts as defiryetthd program guidelines.

Performance Assessment and Approval of Performbased Cash Incentives

The Committee has delegated authority to the CEapprove quarterly payouts under the MICP. Througltioe year, the executive
officers have the opportunity to provide input ineveloping their quarterly individual goals. Aetend of each quarter, the executive
officers’ performance is assessed against thosls gaod the CEO reviews and approves quarterly gaymder this performance-based cash
incentive plan.

At the close of each fiscal year, the CEO revidvesgerformance of each executive officer (othen thianself) and develops a
performance summary and recommendations for bdeey sacreases. The CEO also recommends any apayalt under the MICP, which
is based on pre-approved financial targets at pbest payout levels, previously approved by the @uttee. These recommendations are
presented to the Committee and are one factor dnen@ttee considers in making final compensatiorisiews.

The independent members of the Board of Directeatuate the CEO’s performance for the previousafigear. His performance is
assessed based on financial results, overall Ishigeiand achievement of strategic objectives. rsary of this evaluation is presented tc
Committee along with the short-term incentive payegommendation for the previous fiscal year, Whibased solely on the Company’s
financial performance during the previous fiscatydhe Committee then determines the pay actlwatsaill be taken for the CEO for the
next fiscal year.

Role of Tally Sheets

In making compensation decisions for the CEO fahdacal year, the Committee members review aetlyear tally sheet. The tally
sheet lists the individual elements of compensdtionhe past three fiscal years and provides @hraetic value and summary of the
individual elements. This summary provides the Catte with the value of the CEO’s compensation pgekand assists it in determining
appropriate changes for the upcoming fiscal yeanditleration of these factors is necessarily st nature and actual pay decisions
involve the subjective discretion of the Committee.

Role of the Advisory (Noibinding) Shareholder Vote to Approve Executive Cenmgation

The Company provides its shareholders with the dppiy to cast an annual advisory (non-bindinglevim approve executive
compensation, or the “Say-on-Pay” proposal. At28&2 Annual Meeting of Shareholders, a substant&gority of the votes cast at that
meeting (97%) were voted in favor of the Say-on-pposal, which the Committee believes affirmsehalders’ support of the Company’s
executive compensation program. The Committee densdl the result of this vote, and following suohsideration, did not make any
material changes to the Company’s executive congtiemsdecisions or policies. The Committee wilhtioue to consider the outcome of the
Say-on-Pay votes when making future compensatioisid@s for the named executive officers.

Elements of Executive Compensation and Analygtssoél 2013 Compensation Decisions

The primary elements of the Company’s executivemamsation program are described below. The termKetaata” is described under
“Role of Benchmarking and Comparative Analysis” a0
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Compensation Element Purpose Practice
Base salary Annual cash compensation for services Competitive market ranges are established using@ieand
rendered during the fiscal year. 75" percentiles of the market data as “goal poststuialc

executive salary is based on a holistic assesshyethie
Committee of the scope of position, experiencerall/e
contributions to the Company’s success and indalidu
performance and may be outside of the goal posts.

Performance-based cash Annual cash payments for achieving Target incentives, as a percentage of an execatbase

incentive compensation predetermined financial goals and, for all salary, are established based on market data. lAzayaut is
executive officers except the CEO, quarteliyked directly to the achievement of specifiediundual
cash payments for achieving predetermin@eérformance and/or corporate financial goals. TE©Ts
financial and / or individual performance eligible for payouts under the LTIP and the othemed

goals. executive officers are eligible for payouts under MICP.
Long-term equity incentive Time-based stock options and restricted Equity award grants are based on an evaluationaoket
compensation stock that are designed to drive executivedata, corporate performance and potential retemiiis.

focus on long-term growth and increased Equity levels vary among participants based ontmssand
shareholder value and to promote retenticindividual performance. Equity comprises a largertipn of
the total direct compensation than the other pagnehts.

Post-termination and severancelo provide for certain limited economic  The Company has entered into a change in contrekagent
benefits security in the event an executive officer isvith each named executive officer, which featurédauble
terminated without cause or resigns with trigger,” described in “Change in Control Agreensérin
good reason. page 49 below. Each named executive officer is edsered
under a severance plan which provides for severbeefits
in the event the executive officer is terminatethaiit cause
or resigns for good reason (provided that he isnttled to
severance under the severance plan if he is ehtdle
severance under the change in control agreement).
Other benefits To attract and retain executives by provid Other benefits are generally those available teralbloyees.
market competitive benefits. The only perquisite offered to named executiveceff$ is the
availability of a voluntary comprehensive physical
examination once every two calendar years untilshand
once per calendar year over age 50.

The Committee demonstrates its commitment to pagiagutive officers based on performance throughd#sign of the Company’s
compensation programs and the setting of stretalsgbat support the Company’s growth strategya@mmitment to increasing shareholder
value. The Committee is also committed to maintajrd compensation program that creates appropmiegatives and does not create risks
that are reasonably likely to have a material aslveffect on the Company. See “Compensation ProgiaknAssessment” on page 14 for
details regarding the Committee’s annual assessofi¢hé compensation program.

Overall Program Design and Fiscal 2013 Implemeorati

For fiscal 2013, in August 2012 the Committee aliyi set targeted total direct compensation (whscbomprised of base salary, target
cash incentive compensation and the Black-Schalkewof stock options and restricted stock at thratethe 50" percentile of the market
data. In October 2012, to make the executive affice
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compensation more competitive in the marketplagesponse to concerns regarding the Company’syatmliattract and retain executive
officers, the Committee adjusted the compensatidMessrs. Swoboda, Hiller, and Mitchell to bettkgiatargeted total direct compensation
with the Company’s philosophy to target compensalietween the 50and the 73 percentiles of the market data.

The Committee also evaluated the Compatfigcal 2012 performance to determine performaaeeards for fiscal 2012 performance ¢
as a reference point in setting fiscal 2013 obyjesti

The Company'’s financial results for fiscal 2012 avarixed. When analyzing the Company’s fiscal 20&é&gmance, the Committee
considered absolute financial metrics, such aswawenet income and earnings per share. The Coeadtso examined the Company’s
revenue growth, total shareholder return, net iregnowth and earnings per share relative to thegreeip for fiscal 2012. The information
was reviewed on a one-year, three-year (compouratatijive-year (compounded) basis. Financial mefioc fiscal 2012 included:

» Fiscal 2012 revenue grew approximately 18% yeeanr-year to $1.2 billion. Net income, however, decreasgproximately 709
to $44 million.

« Revenue growth for fiscal 2012 was above th& p€rcentile of the peer group while net income ghgwarnings per share, and
total shareholder return results were between SHtad 50" percentiles of the peer group.

»  For the three-year compounded measures, the @ompas positioned above the 'Tpercentile for revenue growth, net income
growth and earnings per share growth. Compoundatkblder return, though improving, was below tGé& gercentile.

«  For the five-year compounded measures, the Coynparformed above the Tercentile for revenue growth and net income
and performed between the 2&8nd 50" percentiles for earnings per share and sharehgétienn growth.

Each compensation element is discussed and andbgted along with the Committee’s decisions regagdiompensation actions for
fiscal 2013.

Base Salary

Base salary ranges are established for each exeaiticer based on job responsibilities along wite competitive range derived from
market data. The Committee considers several faethen determining whether to set actual baseisglaithin the competitive range and
whether to increase the base salaries. It assésegecutive’s performance against corporate agigidual goals, experience, qualifications
and scope of responsibilities. The Committee atsesses competitive salary practices by peer caegand as reported in the Radford
Global Technology survey. Further, the Committeesiters the portion of each named executive ofdetal compensation package that is
comprised of fixed compensation (base salary) hagbortion that is comprised of at-risk compensefmerformance based incentives). The
Committee is committed to reinforcing pay-for-perm@nce, which it does by ensuring that fixed pay iislatively small proportion of total
direct compensation, while remaining within the kedrcompetitive range.

The Committee approved base salary merit incrasemmed executive officers in August 2012 anditamithl market competitiveness
adjustments for Messrs. Swoboda, Hiller and MitcimeDctober 2012 resulting in the following basdasies for fiscal 2013:

Executive Officer Fiscal 2012 Salary Fiscal 2013 Salary Percentage Increase
Charles M. Swoboda $ 625,00( $ 700,00( 2 12.0%
Michael E. McDevitt $ 375,00( 1 $ 375,00( —
Norbert W. G. Hiller $ 290,25( $ 375,00( i 29.2%
Tyrone D. Mitchell, Jr. $ 290,00( $ 315,00( i 8.6%

! Effective May 2012 when appointed Vice Presidemt bnterim Chief Financial Officer.
2 Effective October 21, 2012.
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The Committee considered the following factors whetermining the fiscal 2013 base salaries fontdmaed executive officers:

* Charles M. SwobodaBoth Mr. Swoboda’s quantitative and qualitatigadership ratings from the Boasdéadership assessm
were strong, which was a key consideration of tbefittee in determining the level of base salatyease for Mr. Swoboda.
The Committee considered the Board’s ratings of 8voboda’s strategic and leadership accomplishnzntseasured by his
annual performance evaluation when approving thgelsalary increase. Mr. Swoboda’s received adsdaey merit increase of
5.6% in August 2012 and a market competitivenegssdent of 6.1% in October 2012, which positiohéd slightly above the
50" percentile of the market data.

* Michael E. McDevit. Mr. McDevitt was appointed Vice President anctitimh Chief Financial Officer in May 2012. At thate,
Mr. McDevitt's base salary was increased to $375,000 on anlaatlibasis for his tenure in that role. This posiéd him at th
50" percentile of the market data. In February 2013, WsDevitt was appointed Executive Vice President &hief Financial
Officer at the same base salary.

* Norbert W. G. Hillel. The Committee awarded Mr. Hiller a 12.0% basargahcrease in August 2012 based on his strong
individual performance during fiscal 2012 and madkaa. Mr. Hiller was also awarded a 15.4% mackehpetitiveness
adjustment in October 2012, which positioned hirthat50" percentile of the market data.

* Tyrone D. Mitchell, JrThe Committee approved a 3.4% base salary incfeasér. Mitchell in August 2012 based on individ
performance during fiscal 2012 and market data.Nitchell was also awarded a 5% market competitdgsradjustment in
October 2012, which positioned him at the"j@rcentile of the market data.

PerformanceBased Cash Incentive Compensation

The Company pays annual performance-based cagfitiveeeompensation to the CEO for achievement atiahfinancial objectives
under the Company’s LTIP. Under the Company’s MI@e,Company pays the other named executive offi@enual performance-based
cash incentive compensation for achievement of anfimancial objectives and quarterly performanasédx cash incentive compensation for
achievement of quarterly objectives. The Committexasures the performance of the Company againgahfinancial objectives established
at the beginning of the fiscal year. The CEO messsthie performance of the other named executiveeo$fagainst quarterly financial and
individual objectives established at the beginrohgach fiscal quarter.

Management | ncentive Compensation Plan (MICP)

The MICP provides guidelines for the calculatiorpefformance-based cash incentive compensatiojeciub Committee oversight and
modification. The participants in the MICP incluithe named executive officers (other than the CB@gr senior level managers who report
directly to the CEO, and other key employees idiedtias participants by the CEO.

Awards under the MICP are determined based on pedioce measures in two categories: corporate gaetldoth annually and
quarterly, and individual goals, which are estdidis quarterly.

In August 2012, the Committee approved amendmerttset MICP provisions with respect to corporatdqrenance goals. Enhanceme
were made to better align the MICP with the Compmatrategy and pay-for-performance philosophy.

1) The annual corporate performance goals weraggthfrom earnings per share and revenue to om®a annual financial
targets recommended by the CEO and approved bgdhamittee at the beginning of the fiscal year. fimal 2013, the annual
financial targets approved by the Committee weaitedtin terms of revenue and non-GAAP pre-tax ireonhich equaled
targeted GAAP pre-tax income excluding expensededlto the amortization of acquired intangibled stock-based
compensation expense.

2) The requirement that both the annual earniegsipare and revenue goals must be met in ordanfoannual award to be paid
was removed. For fiscal 2013, the Committee detaeththat a single
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non-GAAP pre-tax income threshold must be metHerfiscal year in order for any annual award tgaiel.

3) The quarterly corporate performance goals whemnged from earnings per share and revenue toramere financial targets
established by the CEO for a fiscal quarter abéhginning of each quarter. For fiscal 2013, thertguly financial targets were
consistent with quarterly corporate financial gumida and were stated in terms of non-GAAP operatiogme, which equaled
targeted GAAP operating income excluding expenskedged to the amortization of acquired intangilaled stock-based
compensation expense.

In addition to the above amendments to the MICPfi$oal 2013 the Committee approved a maximum pagb200% of the target
incentive, increased from 150%, based on market dat

Individual goals are performance objectives spedtdithe individual or the individual's businesstisnperformance for the fiscal quarter.
No award may be paid based on achievement of ialiVigoals in a fiscal quarter unless the Compahjeaes its corporate financial go:
for that quarter unless otherwise determined byaBE® or the Committee, as described below.

Quarterly corporate goals and individual goalsraeasured at quarter end, and any correspondinglawaee paid to eligible participants
following approval of the award amounts by the CHOorder to ensure the Company’s best interestsrast, the amount of a payment on an
award otherwise calculated in accordance with th&Rmay be increased, decreased or eliminatedydirae prior to payment, in the sole
discretion of the CEO, except that no change vétipect to any award to any executive officer of@Gbenpany shall be made without
Committee approval. The actual awards paid to gipetnts, if any, may vary with the level of achiment of the corresponding goals but
cannot exceed the aggregate level approved bydharGttee for 100% achievement.

Unless otherwise approved by the Committee in #se of executive officers or by the CEO in any ptase, and except in the case of
termination due to death or disability or in corimT with a change in control, eligible participamust be employed by the Company on the
last day of the performance period in order to irecpayment for an award under the MICP. The MIE@®jaes that, in the event of a change
in control, the Company’s performance against therigrly corporate goals and each participant’foperance measurement against
individual goals for any performance period endifigr the effective date of the change in contritiive deemed to be 100%, the Company’s
performance against the annual corporate goaldwitleemed to be at least 100%, and the assoeiageds will be paid regardless of
whether the participant remains employed duringtdhe end of the performance period.

Long-Term I ncentive Compensation Plan (LTIP)

The CEO is eligible to receive annual performanasell cash incentive compensation under the LTfEr(eel to as performance units).
Mr. Swoboda does not participate in any other dzed performance incentive plan, including the Ritieéscribed above. The LTIP is
designed to comply with Section 162(m) of the Int#¢iRevenue Code of 1986, as amended, in thatrpeafce unit awards are contingent
upon achievement of pre-determined corporate diegcbf non-GAAP pre-tax income share and reveAuwards are paid based on
achievement of performance goals established uhddrTIP and are calculated using a gedined formula based on the level of perform:
and the target awards are expressed as a percerfitdageCEO’s base salary. In August 2012, Mr. Sedzbreceived performance units for
fiscal 2013 with the same targets as those estatdlifor the annual corporate performance goalsruhdeMICP, and in November 2012, he
received performance units with targets based eiCttmpany’s LED lighting systems revenue for tteoad through fourth quarters of fiscal
2013, so long as the Company meets the previostipkshed non-GAAP pre-tax income thresholdsHergeriod. Any payment under the
performance units are paid in cash.

Except as provided in the severance plan discusslesv, or with respect to death or long-term dibgbor a change in control, (1) the
CEO must be continuously employed as an execuffi@bthrough the last day of the performance geri2) the performance units will not
be considered earned until the last day of theopeidnce period; and (3) if he terminates his emplnyt prior to the last day of the
performance period, with or without cause, he foilfeit his performance units.
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Cash Incentive Targets and Components under MICP and LTIP

Consistent with Radford’s analysis of the Compamxsecutive compensation as compared to the mastat th November 2012 the
Committee increased the CEQ’s annual target casintive award for fiscal 2013 from 100% of his baakary to 120% of his base salary.
This increase, combined with his October 2012 Isatay increase, moved the CEO'’s total target castpensation from approximately the
25" percentile of the market data to slightly above3dé& percentile of the market data.

The target cash incentive awards for the other daemecutive officers are summarized as follows:

« In October 2012, the total cash incentive tangeteased from 65% of base salary to 80% of bakeys which, along with the
simultaneous increase to base pay for Messrs.riitld Mitchell, more closely aligns total targeslt@ompensation of the
named executive officers slightly above the"f@rcentile of the market data.

* Annual goals continue to comprise 60% of the tamngagntive (equal to 60% of 80%, which is 48% o$daalary

* Quarterly goals continue to comprise 40% oftdrget incentive (equal to 40% of 80%, which is 3@Pbase salary). 50% of the
quarterly goals represent the achievement of catpdimancial objectives and 50% represent theeaeiment of individual
objectives. No payout is made in any given quaftére corporate financial objective is not met.

A schematic of the plan design for named execudffieers, excluding the CEO, is shown below:

Threshold Measure
Non-GAAP Pre-tax Income

Annual Corporate Welghr =ik

Performance Goals
80% x 60% = 48%

Revenue
Weight=50%

Target as Percent

of Base Pay

80% Threshold Measure

Quarterly Corporate Goals

Quarterly Goals Weight = 50%

80% x 40% = 32%

Individual

Performance Goals
Weight = 50%

LTIP and MICP Annual Component

When determining the level of annual cash-baseddsymayable under the LTIP or MICP, performanceregaach financial measure is
weighted equally in determining the amount of angual award payout, and the annual award payocgept&age is the average of the
percentage of achievement of each measure, roundbd nearest whole percentage. For fiscal 20E3Committee determined that no
payout would be made for the annual corporate firgugoals unless the minimum non-GAAP pag-income was achieved. Provided that
minimum non-GAAP prdax income goal was achieved, if attainment of al goet or exceeded the minimum performance levefdiubelow
the target, a payment would be earned of at lea#t But less than 100% of the target award
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opportunity for such annual corporate goal, arattdéiinment of a goal met or exceeded the targédimeance level but fell below the
maximum, a payment would be earned of at least 100ess than 200% of the target award opportupitguch corporate goal. The
maximum payment for any annual award payout woel@@0% of the target annual award opportunity.

MICP Quarterly Component

Quarterly targets are set at the beginning of éiachl quarter. For fiscal 2013, quarterly targeese measured in terms of (1) nGRAP
operating income, consistent with quarterly corpofaancial guidance; and (2) individual perforroambjectives specific to each named
executive officer (other than the CEO). Individpalformance objectives during fiscal 2013 for eatthe named executive officers were as
follows:

* Michael E. McDevit. Mr. McDevitt's individual objectives encompasggdmpany financial goals as well as implementing
segment reporting, strategic hiring to scale then@any’s finance team and increasing efficiencyhef Company’s financial
processes.

* Norbert W. G. Hiller. Mr. Hiller's individual objectives encompasseddicial goals, new product releases, and salesofar
the LED business unit.

» Tyrone D. Mitchell, JrMr. Mitchell's individual objectives encompasseddicial goals, strategy development, new product
releases, and increased brand awareness for thérigdpusiness unit.

Under the MICP, an executive can only earn a pafaw quarter if the minimum level of the corperaierformance goal for that quarter
was achieved. If the minimum level of the corpogeformance goal was achieved for the quarterexieeutive would receive 50% of the
target quarterly award opportunity; if the execetalso achieved individual performance goals, hidceceive up to 100% of the target
quarterly award opportunity, with the exact peraegetdepending on the level of achievement of lividual performance goals.

Performance Goals for Fiscal 2013

Annual Corporate Goals

Minimum, target, and maximum goals for fiscal 2G@Beach performance measure were pre-set and\aaphy the Committee based
upon a comparison to the actual revenue and non¥sp&-tax income actually achieved in fiscal 20Bhimum revenue and non-GAAP
pre-tax income goals for fiscal 2013 were equah#ofiscal 2012 actual results. The target revemgenon-GAAP pre-tax income goals were
set at 22% and 45%, respectively, above the fiZ@aP actual results, and the maximum revenue and3AP pre-tax income goals were
set at 47% and 74%, respectively, above the fi2@aP actual results.

The Committee established the following goals fecdl 2013:

Performance Goal Minimum Target Maximum
Revenue $1.16B $1.42B $1.70B
Non-GAAP Pre-Tax Income $127.1M $183.3M $220.6M

Results and Actual Payoutsfor Fiscal 2013

The Company exceeded the $127.1 million minimunell@f non-GAAP pre-tax income required for the LHRd MICP annual
payments, achieving non-GAAP pre-tax income of $392illion. Revenue was $1.39 billion, above thaimium of $1.16 billion.
Consequently, annual payouts were made to the Gigi@ruhe LTIP and to the other named executiveafé under the MICP. The Compe
also achieved the financial goals for the firsethguarters of fiscal 2013, so quarterly payouteweade for each of those fiscal quarters to
each named executive officer other than the CE@.riamed executive officers earned the followindgrarancebased incentive cash awa
for fiscal 2013:
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Actual Award Actual Award as a Percent Actual Award as a

Executive Officer Target Award Earned of Target Percent of Salary
Charles M. Swoboda $ 805,66( $ 870,11 108% 128%
Michael E. McDevitf $ 282,13 % 243,17¢ 8€% 65%
Norbert W. G. Hiller $ 278,88. $ 245,77 88% 70%
Tyrone D. Mitchell, Jr? $ 236,01° $  212,09¢ 9C% 69%

! As described in “Performance-Based Cash Incentwm@nsation, Long-Term Incentive Compensation Ptampage 44 above, Mr.
Swoboda was awarded performance units in Augus? 208 in November 2012. Mr. Swoboda’s target awaasd equal to 100% of his
weighted average annual base salary for fiscal pot8uant to his August 2012 award, plus 20% ofw@ghted average annual base salary
for the second through fourth quarters of fiscal2@ursuant to his November 2012 award.

2As described in “Cash Incentive Targets and Comptsi®n page 45 above, effective October 21, 2€itotal cash incentive target for
Messrs. McDeuvitt, Hiller and Mitchell increasedmid®5% of base salary to 80% of base salary.

LTIP Equity Awards

Equity awards are granted to the named executfieeod under the shareholder-approved LTIP to afigair performance with
shareholder interests and provide an opportunityhfese officers to increase their ownership stakbe Company. For fiscal 2013, the
Committee approved grants of stock options andicésti stock as long-terequity compensation. The Committee emphasizesriperiance
of company and shareholder value growth over exszofficer retention. Consequently, the Compamgdss a greater proportion of the total
value of executive officer equity to consist ofck@ptions, with the remaining portion in the foairestricted stock grants. Stock options are
viewed as an effective form of equity compensaligrthe Committee as they only have value to theogtolder when the stock price
increases above the grant price, thereby resutiegonomic value to the executive officers onlgdébnomic value is generated for
shareholders. Stock options thus serve a vitalgagin aligning the interests of the named exeeuifficers with the interests of the
Company’s shareholders.

Restricted stock, which is subject to time-basesting, also aligns the interests of the named dkacofficers with the interests of the
Company’s shareholders since the value of restristeck fluctuates with the stock price. The priynaalue of restricted stock, however, is
that it creates an incentive for retention. Rettdcestock has full value to the executive officgpen vesting and vests in equal tranches over
four years.

The Committee generally approves annual equitytgnamder the LTIP to be made on the first busidegsof September. The Commit
awards equity grants without regard to any schetoteanticipated release of material informatiand does not accelerate or delay equity
grants in response to material information or déffeydisclosure of information due to plans to me§eity grants.

Stock Options

Stock options are granted with an exercise pricakimp the closing price of the Company’s commartiston Nasdaq on the date of the
grant. The Committee may not grant options witleg@rcise price that is less than the fair markktevaf the Company’s common stock on
the grant date.

All of the options granted to the named execultiffieers in fiscal 2013 vest ratably in annual imoents over the first three years of the
seven-year option term. Vesting ceases upon tetimmaf employment and all unvested options aréefted, and exercise rights cease 90
days thereafter, except in the case of death ability. Vesting accelerates upon death or ternmadf employment due to disability, and the
options may be exercised for a year after deathrarination of employment due to disability unléssy expire prior to that event. Prior to
exercise of an option, the holder has no rights sisareholder with respect to the shares subjgbetoption, including voting rights and the
right to receive dividends or dividend equivalents.

Restricted Stock

Restricted stock awards granted to the named axeafficers in fiscal 2013 vest ratably in anniradrements over four years from the
grant date. Vesting ends upon termination of emplent, and all unvested shares of restricted stozkoafeited; however, vesting accelere
upon death or termination of employment due to
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disability. Under the terms of the named executiffieers’ change in control agreements, however, vestingtibns and restricted stock m
also be accelerated in certain circumstances asstisd below.

Fiscal 2013 Equity Awards

The Committee approved the following equity grantsamed executive officers at the August 2012 mgeThe awards were granted
September 4, 2012, and the stock options have entisg price of $27.77:

Shares of
Executive Officer Stock Options Restricted Stock
Charles M. Swoboda 120,00 35,00(
Michael E. McDeuvitt 20,00( 4,00(
Norbert W. G. Hiller 40,00( 10,00(
Tyrone D. Mitchell, Jr. 40,00( 10,00(

In granting the awards, the Committee consideredmpany’s current and historical performance@loith each executive’s
demonstrated ability to sustain performance oveetiThe Committee also reviewed equity usage asgsasd the Company’s practices as
compared to the peer companies. Specifically, tha@ittee considered the Company’s fiscal year €@ jross burn rate of 2.9% and an
estimated fiscal year end 2013 gross burn rate0863The Company’s burn rate on a one-year basispesitioned between the 2&nd 50"
percentile of the peer group, and the Company’s baie on a three-year basis approximated tH&p2Bcentile of the peer group. The
Committee also considered the Company’s total gguierhang, which approximated the"28ercentile of the peer group.

Based on these considerations and the total dieopensation analysis prepared by Radford, in AL2Q&2 the Committee determined
that it was appropriate to grant the same numbetoak options and shares of restricted stock tedve Swoboda and Mitchell, and the same
number of stock options to Mr. Hiller, as each heckived in fiscal 2012, and to increase the nurobshares of restricted stock awarded to
Mr. Hiller to 10,000. Mr. McDevitt received 30,08€ck options and an award of 6,000 shares ofictsdrstock on June 1, 2012 in
connection with his appointment as Vice Presidedtlaterim Chief Financial Officer, and receivedaditional 20,000 stock options and
4,000 of restricted shares in August 2012.

In October 2012, the Committee determined thabis appropriate to increase the numbers of shameswoicted stock that Messrs.
Swoboda, Hiller and McDeuvitt received in fiscal 30b enhance the market competitiveness of theipemsation and the Company’s
corresponding ability to attract and retain examutfficers, and they were awarded 15,000, 10,0@055000 additional shares of restricted
stock, respectively, on November 1, 2012.

The equity grants awarded to the named executfieedd in September and November 2012 reflect alBfcholes valuation between
the 50"and 75"percentiles of the market data. The Committee betiehat the grant sizes at this target level oea# the focus on enhanci
shareholder value and position the total directpensation within the desired range.

Equity awards are reflected as compensation foalfi2013 in accordance with applicable reportirguieements in the Summary
Compensation Table on page 51 under the “Stock ésiand “Option Awards” columns and in the Grart®@n-Based Awards table on
page 52.

Additional Information

Other Benefits and Perguisites

Consistent with the Company’s compensation philagpthe Committee seeks to limit the perquisitesvjated to the named executive
officers. For example, the Committee does not pl®gocial or club memberships, paid personal travalitomobile allowances/company
vehicles to the named executive officers. Gener#ily named executive officers are eligible toipgrate in only those benefit and retirement
programs available to other employees, includirg@ompany’s 401(k) plan, health and welfare plgnaup term life insurance plan and the
Company’'s employee stock purchase program. The chaxecutive officers receive matching contributionsler the 401(k) plan consistent
with other participating employees. Such matchiogtdbutions for named executive

48




Table of Contents

officers for fiscal 2013 are included in the Sumyn@ompensation Table on page 51 under the “All ©@@mpensation” column.

The named executive officers are eligible to pagréite in a voluntary executive physical programisTdenefit is intended to encourage
named executive officers to receive regular comgmslve physical examinations, as their future heatid well being are important to the
Company’s success. Each participant is encouragedltintarily elect a comprehensive physical exatiam once every two calendar years
until age 50 and once per calendar year thereatfi@facility designated by the Company.

PostTermination Arrangements

The Company has entered into a change in contrekatent with each named executive officer. Thigagrent provides for certain
payments to the named executive officer in the eliEnemployment is terminated without cause ordségns for good reason in connection
with a change in control of the Company. Additidpathe Committee has adopted the Severance Pid®efction 16 Officers, or the
Severance Plan, which provides for severance lisriefine event an executive officer is terminatéthout cause or resigns for good reason
and is not entitled to compensation under a chamgentrol agreement. The only officers currentigible to participate in this Severance
Plan are the CEO, Executive Vice President and Gx@cutive Vice President—LEDs and Executive VioesRient—Lighting. The
Committee has approved these severance benefawiiof termination, both in the context of a chamgeontrol and in other circumstances,
to encourage executive officers to act in the Camgjzabest interests without regard to potentialagyns for loss of income in the event of a
disagreement with management or the Board of Diredhat leads to termination of employment.

Changein Control Agreements

The Company has entered into a Change in Contra¢ekgent with each named executive officer to prentio¢ stability and continuity
of senior management as well as to ensure thaxbeutive remains focused on the Company’s shadelslinterests, rather than his own, in
the context of a change in control transactiontttarr the change in control agreement featuresiblddrigger, which means that payments
are not triggered on a change in control unlesspimection with the change in control, the exeruéither (1) is terminated without cause
(2) terminates his employment for good reason. Tieation is considered to be in connection with argfe in control if it occurs within 12
months following a change in control, or, with respto our CEO, within 24 months following a chaimgeontrol. See “Potential Payments
upon Termination or Change in Control” on page 8lbl.

In determining the various circumstances that #iggayment or provision of severance benefits émimed executive officers and the
payment and benefit levels associated with eacluicistance (other than such payments and beneditaith generally available to all
employees), the Compensation Committee revieweeraaee benefits data derived from proxy materitdg by our peer group. The
Compensation Committee utilized this competitiveesance benefits data as a check to determine wthetith of the proposed severance
payments and benefits for the named executiveasfiwas set at an appropriate level for the cirtantg that triggers payment or provision
of benefits in light of market conditions. The Cognpation Committee generally seeks to confirmttiatevel of each severance payment or
benefit for the named executive officers is atlighsly above the median level of comparable paytaamd benefits offered to similarly
situated executives in our peer group. In approtiiegprovision of severance benefits to the nanxedudive officers and the payment and
benefit levels associated with each circumstam@eCompensation Committee was briefed by Radfortherverall competitiveness of the
proposed severance payment and benefit levelbdonamed executive officers in a broader crosseseof the total market.

Severance Plan

The Severance Plan provides severance beneftig ievient of termination of employment without caoasessignation for good reason to
the Company’s officers who are subject to the riégpgrequirements of Section 16 of the Securitieshiange Act of 1934, as amended, or
Section 16 Officers. All of the current executifficers are therefore eligible to participate lie ISeverance Plan. The Severance Plan wi
apply to a Section 16 Officer, however, if he beesrantitled to the payment of severance benefiis tgrmination of employment in
connection with a change in control pursuant tefgasate agreement with the Company, such as theg€hia Control Agreements described
above.
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In the event of termination of the CEO’s employmeithout cause or his resignation for good reabernis entitled to 18 months’
continuation of base salary and a lump sum payegual to 18 months of COBRA premiums. All othert®ec16 Officers are entitled to 12
months’ continuation of base salary and a lump payment equal to 12 months of COBRA premiums. lditaah, for any completed
performance period, the Section 16 Officer willdgitled to receive any amounts he has otherwisgdaunder his incentive compensation
arrangement even though he is no longer employdHendate of payment.

The Severance Plan also provides that if the Sed#oOfficer becomes generally disabled and hisleynpent is terminated before he
becomes eligible for benefits under the Compargrgiterm disability program or if he elects to gesfor good reason because the Company
does not restore him to his prior position and l@feuthority after he returns from long-term disiy leave, then he will be entitled to
severance benefits under the Severance Plan. Seedranefits under the Severance Plan are subjagpplicable tax withholdings and
statutorily imposed payment terms and require #tiSn 16 Officer to sign a release of claims. THeO is not required to extend his non-
compete period as a condition to receipt of besefitder the Severance Plan.

Section 162(m) Treatment Regarding PerformaBased Equity Awards

The Committee reviews and considers the dedudilmfiexecutive compensation under Section 162(ntheInternal Revenue Code of
1986, as amended, which provides that the Compayyrmot be able to deduct compensation of more $1a000,000 that is paid to certain
executive officers. Performance-based compensaitiihtin the meaning of Section 162(m), includingct@nd cash incentive compensation
under the LTIP, is excluded from this limitatioh&d Company seeks to structure the performance-tpas&dn of the compensation of the
executive officers in a manner that complies wigtctidbn 162(m) when the Company considers it tontiteé Company’s best interests, taking
into account all relevant factors. The deductipitif compensation payable to the executive officeosvever, is only one among a variety of
factors that the Committee may consider in detemgiappropriate levels or forms of compensation.

Share Ownership Guidelines

The Board of Directors has adopted Corporate Garera Principles for the Company that include sbanmeership guidelines for
members of the Board of Directors and executivieef§. Under these guidelines, within five yeatsra¢lection or appointment:

» the CEO is expected to own shares with a valudesstthan five times his base sal
» each other executive officer is expected to stvares with a value not less than two times theasfs base salary; a

» each non-employee member of the Board of Diredtoexpected to own shares with a value nottless five times the sum of
the director’s retainers for service on the Board an Board committees.

Presently all directors and executive officers ntkese minimum ownership guidelines.

Compensation Committee Report

The Compensation Committee met on August 26 , 20it3reviewed and discussed the Compensation Disoussd Analysis with
management and, based on such review and discas#ienCompensation Committee recommended to thedByf Directors that the
Compensation Discussion and Analysis be includedigproxy statement .

THE COMPENSATION COMMITTEE
Thomas H. Werner, Chairman

Robert A. Ingram

Robert L. Tillman
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Summary of Cash and Certain Other Compensation

The following table summarizes the compensatiothefCompany'’s chief executive officer and all othersons who served as named
executive officers during fiscal 2013.

Summary Compensation Table

Non-Equity
Stock Option Incentive Plan All Other
Salary Awards Awards Compensation Compensation Total
Name and Principal Position Year (%) (%) (1) (%) (1) (%) (%) (2) (%)
(a) (b) (©) (e) ® (9) 0] 0]

Charles M. Swoboda 2013 $ 681,42¢ $ 1,44325 $ 142462 $ 870,11 $ 9,51¢ $ 4,428,93

Chairman, Chief Executive 2012 $ 620,74: $ 1,082,200 $ 1,413,06! — 3 8,281 $ 3,124,28

Officer and President 2011 $ 595,15 $ 1,935500 $ 2,812,09: — % 8,92t $ 5,351,67.
Michael E. McDevitt 2013 $ 375,000 $ 268,18 $ 237,43t $ 243,17¢  $ 12,29 $ 1,136,08

Executive Vice President and 2012 $ 22396 $ 141,72t $ 380,390 $ 17,04: % 745¢ $ 770,58:

Chief Financial Officer (3)
Norbert W. G. Hiller 2013 $ 35329 $ 591900 $ 47487t $ 24577 % 12,11 $ 1,677,94

Executive Vice President-LEDs (4) 2012 $ 286,80 $ 154,600 $ 471,02 $ 16,98( $ 8,59C $ 937,99
Tyrone D. Mitchell, Jr. 2013 $ 30855¢ $ 277,700 $ 47487t % 212,09¢ % 10,617 $ 1,283,85!

Executive Vice President— 2012 $ 283,18 $ 309,200 $ 471,02 $ 15,64¢  $ 8,88t $ 1,087,93

Lighting (5)

(1) Amounts listed in columns (e) (for restricted staskards) and (f) (for options) represent the agafeegrant date fair value of awards
granted during the fiscal years shown calculateactordance with Financial Accounting Standardsr@éacounting Standards
Codification Topic 718, Compensation—Stock Compgoasaor ASC Topic 718. The aggregate grant ddtevidue is the amount we
expect to expense in our financial statements theeaward’s vesting schedule. See Note 10 to ons@mated Financial Statements
included in our Annual Report on Form 10-K for trear ended June 30, 2013 for assumptions usee icalbulations. There can be no
assurance that the ASC Topic 718 grant date faievamounts will ever be realized.

(2) Amounts listed in column (i) represent matchingtdbations to the 401(k) retirement plan. No namadcutive officer received
perquisites and personal benefits valued, in tlygeeamte, at $10,000 or more. Therefore, in accaalanth Securities and Exchange
Commission disclosure rules, this column does ef¢ct the value of the perquisites and personagfiks received for fiscal 2011 throu
2013.

(3) Mr. McDevitt was appointed to the position of Exteel Vice President and Chief Financial Officeregffive February 4, 2013, and prior
to that served as Vice President and Interim Chiiedincial Officer effective May 22, 2012.

(4) Mr. Hiller was appointed to the position of ExeeetVice President-EDs effective October 18, 20:
(5) Mr. Mitchell was appointed to the position of Extiea Vice Presidentighting effective October 18, 20!
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Grants of Equity and Non-Equity Incentive Awards

The following table provides information about $¢aptions, restricted stock awards, performancésiwand non-equity incentive plan

awards granted to the named executive officersxguiscal 2013. All stock options, restricted st@skards and performance units were
granted under the Current LTIP, or LTIP, and theeohon-equity incentive plan awards were granteteuthe MICP .

Grants of Plan-Based Awardsin Fiscal 2013

All
Estimated Other All Other
Possible Payouts Stock Option Grant
Under Non-Equity Awards: Awards: Exercise Date Fair
Incentive Plan Number Number of or Base Value of
Awards (1) of Shares Securities Price of Stock and
of Stock Underlying Option Option
Approval Target or Units Options Awards Awards

Name Grant Date Date Threshold ($) $) Maximum ($) # (2 # (3) ($/sh) ($)
Charles M. Swoboda 402,83( $ 805,66( $ 1,611,32 _ — — —
9/4/2012 8/14/2012 — _ _ 35,00( _ — $ 971,95
11/1/2012 10/22/2012 — _ _ 15,00( — _ $ 471,30(
9/4/2012 8/14/2012 _ _ _ _ 120,00 $ 27.77 $ 1,424,62
Michael E. McDeuvitt 84,631 $ 282,13. $ 451,39 _ _ — _
9/4/2012 8/14/2012 — — — 4,00( — _ 111,08(
11/1/2012  10/22/2012 — — — 5,00( — _ 157,10(
9/4/2012 8/14/2012 — — — — 20,00( 27.71 237,43t
Norbert W. G. Hiller 84,631 $ 278,88: $ 448,14 _ _ — _
9/4/2012 8/14/2012 = = = 10,00( — — 277,70(
11/1/2012  10/22/2012 = = = 10,00( — — 314,20(
9/4/2012 8/14/2012 — — — — 40,000 $ 27.7: 474,87
Tyrone D. Mitchell, Jr. 71,090 $ 236,01 $ 378,20( _ _ _ _
9/4/2012 8/14/2012 — — — 10,00( — — 277,70(
9/4/2012 8/14/2012 — - — — 40,000 $ 27.77 $ 474,87t

(1) Non-equity incentive plan awards represent the thigsharget and maximum amounts of cash incentivepEnsation payable under the

MICP and the performance units granted under th€®LThe actual amounts earned are disclosed itNbB-Equity Incentive Plan

Compensation” column of the “Summary Compensatiabld.” For the executive officers excluding the CEO, thodd payment amoun
are comprised solely of the annual component ofdtget incentive, assume only the attainment @ftimimum annual goals and are paid
at 50% of the target incentive; there are no qugrtereshold payments because the target goals Ibeuset for any quarterly payments.
Target payment amounts are paid at 100% of theta@mgentive and assume goal attainment of 100%%eofarget quarterly and annual

goals. Maximum payment amounts reflect the quigrgayout cap of 100% of the quarterly componenteftarget incentive and the

annual payout cap of 200% of the annual comporfeiectarget incentive, which assumes goal attaitroéthe maximum annual goals.

The CEO, Mr. Swoboda, does not receive incentiyeraants for achievement of quarterly goals; theshotd, target and maximum

payment amounts under Mr. Swoboda ' s performands are respectively 50%, 100%, and 200% of thmiahtarget incentive, identical
to the annual components for other executive afficEBor additional information regarding the MIQH|P and performance units, see
“Compensation Discussion and Analysis” above.

(2) The restricted stock vests in four annual instafite@ommencing on the first anniversary of the déigrant, provided the recipient

continues service as an employee or as a memlblee &oard of Directors pursuant to the LTIP .

(3) The nonqualified stock options vest in three animsthliments commencing on the first anniversdrthe date of grant, provided the
recipient continues service as an employee omasraber of the Board of Directors pursuant to théPLRll option grants have a

maximum term of seven years .
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Outstanding Equity Awards

The following table provides information about dataling equity awards held by the named execufffieeos as of June 30, 2013.

Outstanding Equity Awards at 2013 Fiscal Year-End

Option Awards (1) Stock Awards (1)
Number of Number of Number of Market Value of
Securities Securities Shares or Shares or Units
Underlying Underlying Option Units of Stock of Stock That
Unexercised Unexercised Exercise Option That Have Have Not
Options (#) Options (#) Price Expiration Not Vested
Name Exercisable Unexercisable ($/Sh) Date (2) Vested (#) %) (3)
Charles M. Swoboda 120,000 0 $  35.8¢ 9/1/2016 118,25(  (12) $ 7,547,89:
80,000 40,000 (4) $  55.3( 9/1/2017
0 80,000 (5) $  30.9: 9/1/2018
0 120,00C (6) $  27.77 9/4/2019
Michael E. McDevitt 2,333 0 $ 2747 9/412014 15,00  (13) $ 957,45
10,666 0 s 22.9( 9/2/2015
4,500 0 $  35.8¢ 9/1/2016
4,000 2,000 (4) $ 553 9/1/2017
2,334 4,666 (7) $  30.0; 9/1/2018
10,000 20,000 (8) $ 236 6/1/2019
0 20,000(9) $ 2773 9/4/2019
Norbert W. G. Hiller 20,000 10,000 (4) $ 55.3( 9/1/2017 30,15( (24) $ 1,924,47!
0 26,666 (10) $ 309 9/1/2018
0 40,000(11) $  27.77 9/4/2019
Tyrone D. Mitchell, Jr. 10,000 20,000 (4) $ 55.3( 9/1/2017 23,90( (15) $ 1,525,53
13,334 26,666 (10) $ 300; 9/1/2018
0 40,000 (11) $ 2773 9/4/2019

1)
(2)

(3)

(4)
(5)
(6)
(7)
(8)
(9)

The option awards and restricted stock awarddlstere granted under the LT

Each option expires on the earlier of the matn date shown or 90 days after terminatiorhefrecipient’'s employment, except in cases
of death or termination due to a long-term disapbili

Market value of shares that have not vestddised on $63.83 per share (the closing price oé@mmon stock as reported by Nasdag on
June 28, 2013, the last business day of fiscal 2013

Vests on September 1, 20

Vests as to 40,000 shares on each of Septemb6d.3,ehd September 1, 20

Vests as to 40,000 shares on each of Septemb6d.3, September 4, 2014 and September 4,

Vests as to 2,333 shares on each of Septembef 3,82@ September 1, 20

Vests as to 10,000 shares on each of June 1, 2@ilduzme 1, 201

Vests as to 6,667 shares on each of Septembefld,a2@ September 4, 2014 and as to 6,666 shai®@sptember 4, 201

(10) Vests as to 13,333 shares on each of Septemb8i3,ghd September 1, 20
(11) Vests as to 13,334 shares on September 4, 2018saodl 3,333 shares on each of September 4, 2@18eptember 4, 201
(12) Awards vest as to 42,250 shares cumulatively oneBgper 1, 2013, as to 35,250 shares cumulativelgggiember 1, 2014, as to 28,250

shares cumulatively on September 1, 2015, and 28,500 shares cumulatively on September 1, 2016.

(13) Awards vests as to 3,750 shares cumulatively oh ea8eptember 1, 2013, September 1, 2014, SepteinBO15 and September 1,

2016.



53




Table of Contents

(14) Awards vest as to 9,450 shares cumulatively onedatper 1, 2013, as to 8,450 shares cumulativelyepte®nber 1, 2014, as to 7,250
shares cumulatively on September 1, 2015, and 296® shares cumulatively on September 1, 2016.

(15) Awards vest as to 8,200 shares cumulatively onedatper 1, 2013, as to 7,200 shares cumulativelyepte®nber 1, 2014, as to 6,000
shares cumulatively on September 1, 2015, and 256® shares on September 1, 2016.

Stock Option Exercises and Vesting of Restricted 8tk

The following table provides information about aptiexercises and vesting of restricted stock hglthb named executive officers
during fiscal 2013.

Option Exercises and Stock Vested in Fiscal 2013

Option Awards Stock Awards
Number of Value Number of Value
Shares Acquired  Realized on Shares Acquired  Realized on
Name on Exercise(#) Exercise ($) on Vesting (#)  Vesting ($) (1)
Charles M. Swoboda 80,00C $ 2,079,20 35750 $ 1,008,15!
Michael E. McDevitt — — — —
Norbert W. G. Hiller 106,66 $ 2,720,11 525C ¢ 148,05(
Tyrone D. Mitchell, Jr. 90,00 $ 2,293,43. 6,50 $ 183,30

(1) For restricted stock, the value realized osting is based on $28.20 per share (the closirng @fi our common stock as reported by
Nasdaq on August 31, 2012, the trading day pregetii@ date on which the shares vest

Potential Payments upon Termination or Change in Cotrol

We have various arrangements that provide the naxecltive officers with specified benefits if themployment is terminated under
certain circumstances, as described below. In iatdithese named executive officers participateainous benefit plans that may provide
them with acceleration of equity awards or paymentder certain circumstances, as described below.

Change in Control Agreements

Payments to Mr. Swoboda Made Upon Termination Witiause or Resignation for Good Reason in Conoeatith a Change in
Control

If Mr. Swoboda’s employment is terminated by ushwiit cause, but not as a result of his death @-term disability, or by Mr.
Swoboda for good reason, and the termination émmection with a change in control, then he velleive (1) continued payment of his base
salary for 24 months following termination; (2)uarip sum payment equal to two times his target drincantive award for the fiscal year in
which the termination occurs and a lump sum payraquoal to his target annual incentive award forfiseal year in which the termination
occurs, prorated to the date of termination; (R)nap sum payment equal to 24 multiplied by the rhhpn€OBRA premium in effect for the
type of medical, dental and vision coverage thesffiact for Mr. Swoboda; and (4) full accelerateting with respect to Mr. Swobodaher
outstanding, unvested stock options, time-veststliceed stock and other equity awards that veslysbased on the passage of time. In
addition, if any payment or benefit Mr. Swobodagiges from us or any person whose actions resualtdnange in control would be
considered a parachute payment under Section 28@@ €ode and the aggregate present value ofafecpute payment reduced by any
excise tax imposed would be less than three timesSMoboda’s “base amount” as defined in Sectiod@8f the Code, then in lieu of that
portion of the payments to which Mr. Swoboda waootlderwise be entitled under (1) through (3) abdwe,Swoboda will receive a total
amount (if any) such that the aggregate presenevaf the payments is equal to 2.99 times such &aseint. This amount will be
apportioned and substituted for the amounts theratise would have been payable under (1) thro8phar{d paid on the same schedule as
those amounts.
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If Mr. Swoboda is generally disabled and we terr@rtdas employment without cause in connection witthange in control prior to the
date he is determined to have a ldagn disability, then Mr. Swoboda will receive @Qntinued payment of his base salary for 24 mor{g):
a lump sum payment of an amount equal to two tiniesarget annual incentive award for the fiscalnjia which the termination occurs an
lump sum payment equal to his target annual ineerativard for the fiscal year in which the termioatoccurs, prorated to the date of
termination; and (3) a lump sum payment equal ton2&tiplied by the monthly COBRA premium in effdor the type of medical, dental and
vision coverage then in effect for Mr. Swobodaviif. Swoboda ceases to be generally disabled béferemployment is terminated due to a
long-term disability, then he will have the rigbtresign for good reason (if in connection withharmge in control) on account of any event or
circumstances that occurred while he was genedéBbled that would otherwise have constituted geadon (if not cured or consented tc
Mr. Swoboda) and will receive these same benefits.

Mr. Swoboda’s severance benefits under his chamgeritrol agreement are subject to the followingditions: (1) signing and not
revoking a release of claims; (2) nondisparageratatir company and our officers and directors fpedod of 24 months after termination;
and (3) compliance with the confidentiality and compete restrictions contained in his confidentitdrmation agreement, as amended by
the change in control agreement, for two yeare¥alhg termination.

Payments to Messrs. McDeuvitt, Hiller, and Mitchdlhde Upon Termination Without Cause or ResignafiiwrGood Reason in
Connection with a Change in Control

The term of our change in control agreements widsdds. McDeuvitt, Hiller, and Mitchell continueslsag as the executive is employed
by the Company and designated by the Companys distretion and consistent with applicable lawsw@siect to the reporting requirements
of Section 16 of the Securities Exchange Act of4,3% amended. If, during the term of the execigi#hange in control agreement, the
executive’'s employment is terminated by us withmause but not as a result of his death or long-thsability, or by the executive for good
reason, and the termination is in connection withange in control, then he will receive (1) conéd payment of his base salary for 12
months following termination; (2) except as prowde the last sentence of this paragraph, a lumpsayment equal to his total target anr
incentive award (consisting of both the individpalformance component and the corporate performeoro@onent) for the fiscal year in
which the termination occurs and a lump sum payragoal to his target annual incentive award (coingj$f both the individual
performance component and the corporate performamog@onent) for the fiscal year in which the teration occurs, prorated to the date of
termination; (3) a lump sum payment equal to 12tiplied by the monthly COBRA premium in effect fitre type of medical, dental and
vision coverage then in effect for the executive] &) full accelerated vesting with respect togkecutives then outstanding, unvested st
options, timevested restricted stock and other equity awardsvéist solely based on the passage of time. Nostgnhding clause (2) above
the termination had occurred during fiscal 2018ntthe executive would not have received the paysraascribed in clause (2) above and
instead would have received any award to whicletteeutive may have become entitled for fiscal 20d3er the MICP and a lump sum
payment equal to (A) plus (B) minus (C), where i@gqual to the executive’s target annual incerdiward (consisting of both the individual
performance component and the corporate performamogonent) for fiscal 2013; (B) is equal to the&xtive’s total target annual incentive
award (consisting of both the individual performamomponent and the corporate performance compofoeriiscal 2013, prorated to the
date of termination; and (C) is equal to the aw(drdny) to which the executive would have becorestled for fiscal 2013 under the MICP.
Our change in control agreements with Messrs. M@DeHiller, and Mitchell contain 280G parachuteypeent provisions consistent with
those contained in our change in control agreenvéhtMr. Swoboda.

If Messrs. McDevitt, Hiller, or Mitchell is genetgldisabled during the term of his change in cdraigreement and we terminate his
employment without cause in connection with a clesingcontrol prior to the date he is determinetiage a long-term disability, then the
executive will receive (1) continued payment of ése salary for 12 months; (2) a lump sum payregual to his total target annual
incentive award (consisting of both the individpalformance component and the corporate performeomo@onent) for the fiscal year in
which the termination occurs and a lump sum payragoal to his total target annual incentive awamhsisting of both the individual
performance component and the corporate performamog@onent) for the fiscal year in which the teration occurs, prorated to the date of
termination; and (3) a lump sum payment equal tonLtiplied by the monthly COBRA premium in effdor the type of medical, dental and
vision coverage then in effect for the executi¥éhé executive ceases to be generally disablear®édfis employment is terminated due to a
long-term
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disability, then he will have the right to resigir fjood reason (if in connection with a changeantml) on account of any event or
circumstances that occurred while he was genedéBbled that would otherwise have constituted geadon (if not cured or consented tc
the executive) and will receive these same benefits

The severance benefits under our change in coagrelements with Messrs. McDevitt, Hiller, and Méttare subject to the following
conditions: (1) signing and not revoking a releaelaims; (2) nondisparagement of our companya@undbfficers and directors for a period
of 12 months after termination; and (3) compliandth the confidentiality and noncompete restrici@montained in his confidential
information agreement for a period of 12 montherarmination.

Definitions

The terms “cause,” “good reason,” “change in cdhtad “in connection with a change in control” atefined in our change in control
agreements as follows:

“Cause” means:

» the executive’s willful and continued failurepgerform the duties and responsibilities of hisifias that is not corrected after
one written warning detailing the concerns androffghim a reasonable period of time to cure;

e any material and willful violation of any fedé@ state law by the executive in connection vhith responsibilities as an
employee of the Company;

e any act of personal dishonesty taken by thewkecin connection with his responsibilities aseanployee of our company with
the intention or reasonable expectation that suaf mesult in his personal enrichment;

» the executive’s conviction of, or plearaflo contenderé¢o, or grant of prayer of judgment continued wiglsect to, a felony th
the Board of Directors reasonably believes hasdnadill have a material detrimental effect on oeputation or business; or

« the executive materially breaching his configeribformation agreement (in the case of Mr. Swadpcas modified by the
change in control agreement), which breach isafiffable of cure) not cured within 30 days after ekver written notice to him
of the breach.

“Good reasongenerally means (except with respect to the exexleing generally disabled as described above)dberrence of any
the following without the executive’s consent, arad due to cause, within the timeframes specifiethé definition of “in connection with a
change in control” below, subject to certain noteg cure provisions:

* a material reduction in the executisguthority, duties or responsibiliti

* areduction in the executive’s base salary, ratien a one-time reduction that also is appliesufostantially all of our other
executive officers, provided that his reductiosudstantially proportionate to the reduction agptie substantially all other
executive officers; our requiring the executivedport to anyone other than the CEO (or any actihigf Executive Officer in
the event of the Chief Executive Officer's absentie Board of Directors, or a Committee of the loaf Directors, or, with
respect to Mr. Swoboda, requiring Mr. Swoboda fmoreto anyone other than the Board of Directors; o

* our requiring the executive relocate his principal place of business orrelocating our headquarters, in either case taititja
or location outside of a 35-mile radius from hisreat principal place of employment (or such londistance that is the
minimum permissible distance under the circumstaufi@epurposes of the involuntary separation fremvise standards under
the Treasury Regulations or other guidance undetid®e409A of the Code).

“Change in control” generally means any of thedaiing events:

* any person or group of persons becomes the iseefwner of 50% or more of our outstanding conmnstock or the combined
voting power of our securities entitled to vote gely in the election of directors;
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e asale or other disposition of all or substantiallyof our asset
« shareholder approval of a definitive agreementian fo liquidate our company;

e amerger or consolidation of our company witd arto another entity, unless immediately followsgch transaction (1) more
than 50% of the members of the governing body efsilirviving entity were incumbent directors attilh@e of execution of the
initial agreement providing for such transactid?); fo person or group of persons is the benefisiader, directly or indirectly,
of 50% or more of the equity interests of the sting entity or the combined voting power of the iggjinterests of the survivin
entity entitled to vote generally in the electidmmembers of its governing body; and (3) more tha# of the equity interests
the surviving entity and the combined voting powEthe equity interests of the surviving entityidat to vote generally in the
election of members of its governing body is berially owned, directly or indirectly, by all or sstantially all of the individua
and entities who were the beneficial owners ofst@res of common stock immediately prior to suahdaction in substantially
the same proportions as their ownership immedigtetyr to such transaction.

“In connection with a change in control” means eith

» within the period of time between the commencetinoé a tender offer or our entry into a writterregment with another party
that contemplates a transaction, the consummatieitteer of which would result in a change in cohtind the occurrence of
either the resulting change in control or the teation or expiration of the tender offer or thettem agreement without the
occurrence of a change in control; or

» within 12 months following a change in contrat, with respect to Mr. Swoboda, within 24 montbkdwing a change in
control.

Severance Plan
Eligibility
The Severance Plan provides severance benefitss ievent of termination of employment without @os resignation for good reason,
to the Section 16 Officers. All of our named exeaiofficers are eligible to participate in thevBeance Plan. The Severance Plan will not

apply to a Section 16 Officer, however, if he oe slecomes entitled to the payment of severancditsenpon termination of employment in
connection with a change in control pursuant tefgasate agreement with us (currently the case, éasicribed above).

Payments Made Upon Termination Without Cause oigRaton for Good Reason

If a Section 16 Offices employment is terminated by us without causeydhb Section 16 Officer for good reason, excefthénevent o
termination of the Section 16 Officer's employmdne to death or long-term disability or in the avauch termination of employment is in
connection with a change in control and the Offisezntitled to the payment of severance benetitsyant to a separate agreement with us,
then the Officer will receive (1) continued paymehthe Officer’s base salary for 12 months (18 therin the Chief Executive Officer's
case); (2) all incentive compensation amountsdhanot yet paid as of the termination date thaQfficer is entitled to receive (in
connection with performance units under the LTIRherMICP, as applicable) on account of satisfactibthe relevant performance measures
for the relevant performance period, provided tliiic€ was employed through the end of the last afatye relevant performance period; :

(3) a lump sum payment equal to 12 (18 in the Chiefcutive Officer's case) multiplied by the mogtlOBRA premium applicable to the
type of medical, dental and vision coverage theeffiact for the Officer.

Conditions to Payments

As a condition to the receipt of severance bendgfitter the Severance Plan, a Section 16 Officet exezute and comply with a release
agreement that includes a release of claims agasrahd our affiliates and representatives anchadigparagement provision.
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Definitions
The terms “cause” and “good reason” are defineflésvs:
“Cause” means:

» the executive’s willful and continued failurepgerform the duties and responsibilities of hisifias that is not corrected after
one written warning detailing the concerns androffghim a reasonable period of time to cure;

» any material and willful violation of any fedé@ state law by the executive in connection vhith responsibilities as an
employee of the Company;

* any act of personal dishonesty taken by thewkexin connection with his responsibilities asesnployee of the Company with
the intention or reasonable expectation that suaf masult in his personal enrichment;

* the executive’s conviction of, or plearmaslo contender#o, or grant of prayer of judgment continued wigspect to, a felony th
the Board of Directors reasonably believes hasonadll have a material detrimental effect on then@pany’s reputation or
business; or

» the executive materially breaching his confidsribformation agreement, which breach is (if dalpaof cure) not cured within
30 days after the Company deliver written noticéito of the breach.

“Good reason” generally means (except with resfmetite executive’s being generally disabled asritest above) the occurrence of any
of the following without the executive’s consentiarot due to cause, subject to certain notice anel grovisions:

* a material reduction in the executisguthority, duties or responsibiliti

e a material reduction in the executive’s basargabther than a one-time reduction that also @ieg to substantially all of the
other executive officers, provided that this redhrcis substantially proportionate to the reductigplied to substantially all
other executive officers;

« the Company’s requiring the executive to reporinyone other than the Chief Executive Offickee, Board of Directors or a
Committee of the Board; or

« the Company’s requiring the executive to reledas principal place of business or the Comparsf@cating its headquarters, in
either case to a facility or location outside @&amile radius from his current principal placesofiployment.

LTIP

The LTIP provides for potential acceleration of igawards in the event of a proposed sale ofradlutbstantially all of our assets or
stock, the merger of our company with or into arottorporation such that our shareholders immegiatéor to the merger exchange their
shares of stock for cash and/or shares of anottigy er any other corporate transaction to whioh €Compensation Committee deems
appropriate. Upon such an event, if the successpocation does not agree to assume the outstaeduity awards or to substitute equiva
awards, the Compensation Committee has discretipnavide for the participants in the LTIP to hdke right to exercise, for a period of 15
days, their stock options or other awards as tehaltes, including shares as to which the optiomsher awards would not otherwise be
exercisable (or with respect to restricted stocktock units, provide that all restrictions wilpke). The stock options or other awards will
terminate upon the expiration of the 15-day petamthe extent not exercised.

The award agreements under the LTIP provide foelacated vesting of nonqualified stock options eesdricted stock in the event of a
participant’'s death or termination due to a longrtelisability.

Under the terms of Messrs. Swoboda’s performands granted under the LTIP, if Mr. Swoboda’s emplent is terminated due to
death or long-term disability before the paymenedsd the performance units, he will be entitledeoeive an adjusted payment under the
performance units as if he had remained employexligih the end of the performance period. In trenethere is a change in control (as
“change in control” is defined in Mr. Swobodathange in control agreement described abovepdifermance measurement for the plan
will be at least 100%. Mr. Swoboda would not bdtksat to payment under the performance units, hareafthere is a
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change in control and his employment terminatesr poi the end of the fiscal year. If Mr. Swoboderaployment is terminated in connection
with a change in control (as defined in his chaimgsontrol agreement described above) upon or #feeend of the performance period but
prior to the payment date under his performanctsuhée will be entitled to payment under his parfance units as if he had remained
employed through the payment date.

MICP

The MICP generally provides that eligible partigimmust be employed by us on the last day ofweedperiod in order to be eligible
for awards for such award period, except in the edsleath or termination due to a long-term digiglor in connection with a change in
control. Upon a participant’s death or terminatitue to a long-term disability, the MICP provideatth participant is entitled to receive an
adjusted award for any award period in which hehar was employed by us as if the participant wamgl@yed on the last day of the award
period. In the event there was a change in codtrohg the period, each participant’'s performaneasurement against individual goals for
any quarterly award period ending after the effectiate of the change in control would be 100%thedcorporate performance measurement
for such quarterly award period would be deemed aret the corporate performance measurement fgldmeyear would be at least 100%,
regardless of whether the participant had remagmeployed through the end of the award period.dfd¢thad been a change in control and a
participant’'s employment terminated for any rea@mher than death or long-term disability) subseque the change in control but prior to
the payment date for an award period, the partitipeauld have been entitled to receive an awardliceward periods for the plan year as if
the participant was employed on the last day ofthard period. For purposes of consistency amomgékierance arrangements applicable to
our executive officers (other than our CEQO), theCA] as amended in August 2013, was revised to icathia same change in control
provisions as our change in control agreementsgdmiains the same termination provisions for fi@€d 4 as the MICP did for fiscal 2013,
except that termination due to retirement is neatied the same as termination due to death ortemgdisability.

Amounts of Potential Payments upon Termination lwar@e in Control

The following table provides information concernihg estimated payments and benefits that woulgriwéded to each of the named
executive officers in the event of a terminatioreofployment or change in control, or both.

Payments and benefits are estimated using thexfimipassumptions: (1) the triggering event toolkcplan June 28, 2013, the last
business day of fiscal 2013, or the Trigger D¢ lfe price per share of our common stock on tigg€&r Date was $63.83, which represents
the closing price of our common stock as reportetidasdaqg on such date; and (3) all amounts arelmseompensation and benefit
agreements, plans and arrangements in effect ofrifpger Date notwithstanding subsequent changesdh amounts for fiscal 2014. There
can be no assurance that a triggering event waolduge the same or similar results as those eghislow if such event occurs on any
other date or if the actual results differ from gssumptions described herein.

Potential Payments and Benefits to Named Executive Officers upon
Termination of Employment or Change in Control

Name Triggering Event Type of Payment/Benefit Amount
Charles M. Swoboda Death or termination of employment due to Annual incentive award (1) $ 865,42:
long-term disability Vesting acceleration (100%) (2) 14,849,09
$ 15,714,52
Change in control (not involving Annual incentive award (3) $ 0
termination of employment) (4) $ 0
Termination without cause or resignation Base salary (18 months) $ 1,050,001
for good reason not in connection with a COBRA Premiums 25,80:
change in control (5) $ 1,075,80.
Termination without cause or resignation Base salary (24 months) $ 1,400,001
for good reason in connection with a Lump sum payment (7) 2,511,14!
change in control (6) Vesting acceleration (100%) 14,849,09

$ 18,760,24
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Name Triggering Event Type of Payment/Benefit Amount
Michael E. McDevitt Death or termination of employment due to Quarterly incentive award (8) $ 0
long-term disability Annual incentive award (1) 181,82:
Vesting acceleration (100%) (2) 2,653,46:
$ 2,835,28!
Change in control (not involving Quarterly incentive award (9) $ 112,86
termination of employment) (4) Annual incentive award (9) 182,80
$ 295,67:
Termination without cause or resignation Base salary $ 375,00(
for good reason not in connection with a COBRA premiums 13,27¢
change in control (5) $ 388,27¢
Termination without cause or resignation Base salary $ 375,00(
for good reason in connection with a Incentive awards (10) 562,74!
change in control (6) COBRA premiums 13,27¢
Vesting acceleration (100%) 2,653,46:
$ 3,604,49:
Norbert W. G. Hiller Death or termination of employment due to Quarterly incentive award (8) $ 0
long-term disability Annual incentive award (1) 181,82:
Vesting acceleration (100%) (2) 4,329,75.
$ 4,511,57.
Change in control (not involving Quarterly incentive award (9) $ 109,61
termination of employment) (4) Annual incentive award (9) 182,80
$ 292,42.
Termination without cause or resignation Base salary $ 375,00(
for good reason not in connection with a COBRA premiums 11,46
change in control (5) $ 386,46
Termination without cause or resignation Base salary $ 375,00(
for good reason in connection with a Incentive awards (10) 556,26
change in control (6) COBRA premiums 11,46°
Vesting acceleration (100%) 4,329,75:
$ 5,272,48:
Tyrone D. Mitchell, Jr. Death or termination of employment due to Quarterly incentive award (8) $ 0
long-term disability Annual incentive award (1) 152,73(
Vesting acceleration (100%) (2) 3,930,81!
$ 4,083,54!
Change in control (not involving Quarterly incentive award (9) $ 93,83¢
termination of employment) (4) Annual incentive award (9) 153,55¢
$ 247,39:
Termination without cause or resignation Base salary $ 315,00(
for good reason not in connection with a COBRA premiums 17,20(
change in control (5) $ 332,20(
Termination without cause or resignation Base salary $ 315,00(
for good reason in connection with a Incentive awards (10) 470,76:
change in control (6) COBRA premiums 17,20(
Vesting acceleration (100%) 3,930,81!
$ 4,733,77

(1) Based on actual results for performance periodgus0% performance measurement prorated to thgdiriDate for the annual incent
portion. Assumes no prior leave of absence in #se of death. In the case of termination due tg-tenm disability, assuming 180 days
prior leave of absence, payment would have beeid,$86 for Mr. Swoboda, $94,113 for Messrs. McDeaittl Hiller and $79,055 for
Mr. Mitchell. Actual
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(2)

(3)

(4)

()
(6)

(7)

(8)

(9)

amount will vary based on performance measuremmahtia duration of any leave of absence prior &tlder termination due to long-
term disability.

Vesting is automatically accelerated for naalified stock options and restricted stock in thierg of death or termination of employment
due to long-term disability per terms of the awagideements under the LTIP, which terms apply egtalall participants.

Mr. Swoboda'’s performance units provide tihat performance measurement for determining hisarincentive award will be no less
than 100% if a change in control occurs duringgbdormance period. The amount in the table reptesbe additional amount Mr.
Swoboda would have received as a result of thigigion and excludes any amount he would otherweseriiitled to receive based on
actual performance results.

No accelerated vesting will occur for options attgeo awards under the LTIP in connection with angfggin control not involvin
termination of employment unleize outstanding awards are not assumed by thessarda connection with a change in control, ar&
Compensation Committee, in its discretion, accédsraesting of the outstanding but unvested opiosawards. If the options and
awards were not assumed by the successor and thpaBgation Committee exercised its discretion édftliest extent possible and
determined that 100% of the outstanding awardsldhHmivested, the named executive officers woulethraceived the following
additional amounts: Mr. Swoboda, $14,849,098; McDMvitt, $2,653,468; Mr. Hiller, $4,329,753; and.N#itchell, $3,930,815.

The triggering event, along with resulting benefgsdefined in the Severance P

The triggering event, along with resulting béts, is defined in the change in control agreemiéthe executive was generally disabled
and we terminated his employment without cause@imection with a change in control prior to theedad¢ was determined to have a
long-term disability, or if he ceased to be gergrdisabled before his employment was terminatesl tdua long-term disability and he
resigned for good reason (in connection with a gkan control) on account of any event or circumsés that occurred while he was
generally disabled (if not cured or consented tohyexecutive), then pursuant to the change itrabagreement the executive would
not be entitled to vesting acceleration.

Includes lump sum payments in the followingoamts: (i) $2,476,744, which represents two times $#voboda’s target annual incentive
award for the fiscal year in which termination ogplus the amount of his target annual incerdivard for the fiscal year in which
termination occurs, prorated to the Trigger Datet @i) $34,401 for 24 months of COBRA premiums.

Amount in table is based on actual results forgrenince period and is payable in the case of dedth In the case of termination due
long-term disability (assuming at least 91 daysmeave of absence), no payment would be due.

The MICP provides that, if a change in controturs, a participant’s performance measuremerglfguarterly award periods that end
after the effective date of the change in contrdillve 100%, and performance measurement agaimpbcate goals for the plan year will
be the greater of 100% or such performance measuntegs determined in accordance with the planydégss of whether the participant
is employed on the last day of the award period¢lvivould be required if the change in control nat occurred).

(10)Includes a lump sum payment equal to (A) plus (Bjus (C), where (A) is equal to the executive'g&rannual incentive award

(consisting of both the individual performance camgnt and the corporate performance componentjsfal 2013; (B) is equal to the
executive’s total target annual incentive awarcgisting of both the individual performance comparend the corporate performance
component) for fiscal 2013, prorated to the dateeohination; and (C) is equal to the award (if atmywhich the executive would have
become entitled to in fiscal 2013 under the MICP.
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DIRECTOR COMPENSATION

Summary of Cash and Certain Other Compensation

The following table summarizes the annual and lerg: compensation of each of our non-employee tirsavho served during fiscal

2013, as well as Mr. Ruud, who also serves as Eltgirman-Lighting, and therefore does not recedprapgensation as a director. Mr. Ruud'’s
compensation for his services as Vice Chairman-tirighis also discussed in “Certain Transactiors laegal Proceedings—Transactions
with Ruud Lighting, Inc. and Alan J. Ruud—EmployrhehAlan Ruud” on page 17.

Director Compensation for Fiscal 2013

Fees Earned

or Paid Stock Awards ~ Option Awards All Other

Name in Cash ($) %) 1) (%) (1) Compensation ($) Total ($)

Clyde R. Hosein (2) $ 60,00 $ 111,08 $ 48,66 — $ 219,74
Robert A. Ingram (3) $ 60,00 $ 111,08 $ 48,66 — $ 219,74
Franco Plastina (4) $ 70,00 $ 111,08 $ 48,66 — $ 229,74
Alan J. Ruud (5) N/A — $ 356,15 $ 482,97¢ $ 839,13t
Robert L. Tillman (6) $ 50,00 $ 111,08 $ 48,66 — $ 209,74
Harvey A. Wagner (7) $ 80,00 $ 111,08 $ 48,66 — $ 239,74
Thomas H. Werner (8) $ 60,000 $ 111,08 $ 48,66 — $ 219,74

1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

Amounts listed in the Stock Awards and Optamards columns represent the aggregate grant datediue of awards granted during
fiscal 2013 calculated in accordance with ASC Taii8. With respect to Messrs. Hosein, Ingram, Flastillman, Wagner and Werni
these amounts relate to the annual grant of 4,66Qumlified stock options and 4,000 shares ofiidstt stock on September 4, 2012.
With respect to Mr. Ruud, these amounts relatbécannual grant of 30,000 nonqualified stock ofstion September 4, 2012. The
exercise price of the option grants made on Sepe2012 is $27.77, the closing price of our camrstock as reported by Nasdag on
the date of grant. The awards were made underTie. [For a discussion of the assumptions usedltehese awards, see Note 10 to
our Consolidated Financial Statements includediinAmnual Report on Form 10-K for the fiscal yeaded June 30, 2013.

As of June 30, 2013, Mr. Hosein had 28,000omist outstanding, of which 24,000 were exercisabl@ddition, Mr. Hosein held 4,000
shares of restricted stock that vested on Septed)i#013.

As of June 30, 2013, Mr. Ingram had 21,750ayst outstanding, of which 17,750 were exercisdbladdition, Mr. Ingram held 4,000
shares of restricted stock that vested on Septem2013. Lastly, Mr. Ingram deferred all of theDFBO0 of fees earned in fiscal 2013
into the Deferral Program.

As of June 30, 2013, Mr. Plastina had 15,50bas outstanding, of which 11,500 were exercisalnl addition, Mr. Plastina held 4,000
shares of restricted stock that vested on Septed)i#013.

As of June 30, 2013, Mr. Ruud had 60,000 optiortstanding, of which 10,000 were exercisable. Initamtg Mr. Ruud held 3,333 shar

of restricted stock that vested as to 1,667 shameéSeptember 1, 2013 and will vest as to the 1r66fining shares on September 1,
2014. These awards were granted for Mr. Res@'rvice as an employee, not as a director. AlkOCompensation for Mr. Ruud incluc
additional fiscal 2013 compensation Mr. Ruud reedifor service as an employee, consisting of balseyspayments of $325,000, bonus
of $147,144 and matching contributions to the 4pp{&n of $10,835.

As of June 30, 2013, Mr. Tillman had 11,756aps outstanding, of which 7,750 were exercisalpl@ddition, Mr. Tillman held 4,000
shares of restricted stock that vested on Septed)i2f13.

As of June 30, 2013, Mr. Wagner had 18,00@ooptoutstanding, of which 14,000 were exercisdbl@ddition, Mr. Wagner held 4,000
shares of restricted stock that vested on Septef)i2813. The Governance and Nominations Comméttgeoved an additional retainer
fee of $5,000 for each quarter during which Mr. \Weigno longer served as Chairman but provided iaddit service while the Audit
Committee transitioned to new leadership.

As of June 30, 2013, Mr. Werner had 23,000omstoutstanding, of which 19,000 were exercisadbladdition, Mr. Werner held 4,000
shares of restricted stock that vested on Septed)i2i13.
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Summary of Director Compensation Program

Non-employee directors are compensated for BoaRirectors service through a combination of a aashiner and grants of restricted
stock and nonqualified stock options to purchaseeshof our common stock. We also reimburse diredtr expenses incurred in serving as
a director. Directors who are also employed byresnat separately compensated for their servichemoard of Directors.

Every September, we grant each non-employee diractninated for reslection an option to purchase 4,000 shares of cammstock an
a restricted stock award for 4,000 shares, eadingesn the first anniversary of the date of grédin-employee directors appointed to fill a
vacancy between annual meetings of shareholdeigearrally granted prorated equity awards vestimthe same date as the awards granted
to non-employee directors the preceding Septenitier exercise price of all option grants is equahfair market value on the grant date
and the maximum term of the option is seven ya#égsting of all equity awards is subject to contidiservice.

In fiscal 2013, non-employee directors were pa@ftillowing quarterly cash retainers: $8,750 fawvi® as a member of the Board;
$1,250 for service as Lead Independent DirectaQ@bfor service as Audit Committee Chair; $2,500dervice as Compensation Commi
Chair; $1,250 for service as Governance and NomingaiCommittee Chair; $5,000 for service as a membthe Audit Committee; $2,500
for service as a member of the Compensation Comeniind $1,250 for service as a member of the Gamee and Nominations Committee.
Committee Chairs receive the retainer for servic€laair in addition to the retainer for committeemfership. Non-employee directors may
also receive meeting fees of $1,000 for service esmmittee member or $2,000 for service as coraenithair of any additional committee
the Board of Directors that may be formed in thieirfe.

Non-employee directors may elect to participatthenDeferral Program. Under this plan, a participaill receive shares of our common
stock in lieu of all or a portion of the quarteritainer and any meeting fees earned. The numistrasés will be determined quarterly by
dividing the applicable fees by the fair marketueabf a share, with fair market value for this msp defined as the consolidated closing bid
price on Nasdaq on the first business day folloveingouncement of financial results for the previfigsal quarter. A participant in the plan
may also choose to defer receipt of the sharebaftdi his or her separation from service as eatlar. A participant who elects to defer
receipt of shares may choose either a lump sumildiibn, to be made in any of the first five yeafter the year of separation from servict
a director, or a series of up to five installmeistributions ending not later than the fifth ye&teaseparation from service. In the event of the
death of a participant, either while serving asraatior or after separation of service, any detedistributions will be made within ninety ds
after the date of death.

Compensation Committee Interlocks and Insider Parttipation

Messrs. Werner, Ingram and Tillman served on oun@nsation Committee during fiscal 2013. None eb¢hindividuals has ever
served as an officer or employee of our Compargngrof our subsidiaries, nor were they involvedimy related person transaction during
fiscal 2013. No interlocking relationships existhding fiscal 2013 between our Board of Directar€ompensation Committee and the b
of directors or compensation committee of any otwenpany .
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PROPOSAL NO. 4—RATIFICATION OF APPOINTMENT OF INDEP ENDENT AUDITORS

The Audit Committee has reappointed Ernst & Youh# lto audit the consolidated financial statemefth® Company for fiscal 2014.
Ernst & Young LLP was first engaged as our indepehauditors for fiscal 1999 and has served asnui@pendent auditors for each
subsequent fiscal year. A representative from Engbung LLP is expected to be present at the 2A@dBual Meeting, will have the
opportunity to make a statement if he or she desorelo so and is expected to be available to rebpmappropriate questions .

Although shareholder ratification of the appointinismot required by law or the Company ' s Bylat® Audit Committee has
determined that, as a matter of corporate govemahe selection of independent auditors shoulsulbenitted to the shareholders for
ratification. If the appointment of Ernst & Yound.P is not ratified by a majority of the votes casthe 2013 Annual Meeting, the Audit
Committee will consider the appointment of othetapendent auditors for subsequent fiscal years Evke appointment is ratified, the
Audit Committee may change the appointment at amg tluring the year if it determines that the cleawguld be in the Company ' s best
interest and the best interests of the shareholders

The Board of Directors recommends
shareholders vote FOR Proposal No. 4.

Report of the Audit Committee

The role of the Audit Committee is to assist theRlbof Directors in its oversight of the Companfihancial reporting process and au
of the Company’s financial statements, includirsgiiternal controls over financial reporting. Tl fesponsibilities of the Audit Committee
are described in a written charter adopted by thar & of Directors, a copy of which is posted on@wenpany’s website atww.cree.com
The management of the Company is responsible éptlparation, presentation and integrity of then@any’s financial statements, the
Company’s accounting and financial reporting pites, and internal controls and procedures desitmadsure compliance with accounting
standards and applicable laws and regulationsiridependent auditors are responsible for auditieg@ompany’s financial statements and
expressing an opinion as to their conformity widmgrally accepted accounting principles, as wedbasessing opinions on the effectiveness
of the Company’s internal controls.

In the performance of its oversight function, thedkt Committee has reviewed and discussed with gemant and the independent
auditors the audited financial statements, managgsassessment and report on the effectivenedsgedfompany’s internal controls, the
independent auditors’ attestation report on the gamy’s internal controls and the processes thgi@tgertifications of the Company’s
financial statements by the Company’s Chief Exeeu@fficer and Chief Financial Officer. The Audib@mittee has also discussed with the
independent auditors the matters required by Seteon Auditing Standards No. 61, Communicatiorhwitdit Committees, as amended
(AICPA, Professional Standards, Vol. 1, AU sect3®®), as adopted by the Public Company Accountingr€lght Board in Rule 3200T. In
addition, the Audit Committee has received thetemitdisclosures and the letter from the independeditors required by applicable
requirements of the Public Company Accounting OgatsBoard regarding the independent auditors’ camigations with the Audit
Committee concerning independence and has discugiethe auditors the auditors’ independence.

The members of the Audit Committee in carrying thetir duties are not engaged in the practice ob@atting and do not act as auditors.
Members of the Committee rely without independeatfication on the information provided to them amthe representations made by
management and the independent auditors. Accosditigg Audit Committee’s oversight does not provéaieindependent basis to determine
that management has maintained appropriate acoguantid financial reporting principles or appropgiatternal controls and procedures
designed to assure compliance with accounting atalscand applicable laws and regulations. The ADdihmittee’s considerations and
discussions referred to above do not assure thatutit of the Company’s financial statements lelrarried out in accordance with
generally accepted auditing standards, that ttenéial statements are presented in accordancegetitbrally accepted accounting principles
or that the Company’s auditors are in fact independ

The Audit Committee routinely meets privately witle Company’s internal auditor and the independadttors.
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Based upon the review and discussions describtrdsimeport and, subject to the limitations onithie and responsibilities of the Audit
Committee referred to above and in the Audit Cortemritharter, the Audit Committee recommended t®Btierd of Directors that the audit
financial statements be included in the Companyiaual Report on Form 10-K for the year ended Jih&B13 for filing with the Securities

and Exchange Commission.

Independent Auditor Fee Information

THE AUDIT COMMITTEE

Franco Plastina, Chairman
Clyde R. Hosein
Harvey A. Wagner

The fees of Ernst & Young LLP for the fiscal yeat®wn were as follows:

Fiscal 2013 Fiscal 2012
Audit Fees $ 2,492,060 $ 2,525,001
Audit-Related Fees — —
Tax Fees 205,28t 176,87(
All Other Fees 1,94( —
Total $ 2,699,280 $ 2,701,87!

Audit FeesThis category includes fees billed for the fiscahyshown for professional services for the audihe Company ’ s annual
financial statements (including the audit work @ssted with the acquisition of Ruud Lighting), rewi of financial statements included in the
Company ' s quarterly reports on Form 10-Q, intecaatrols attestation under Section 404 of théb&aes-Oxley Act of 2002 and services
that are normally provided by the independent auslitn connection with statutory and regulatorinfis or engagements for the relevant fi
years.

Audit-Related FeesThis category includes fees billed in the fispadr shown for assurance and related servicesitbatasonably
related to the performance of the audits and revieithe Company ' s financial statements and ateaported under the category “Audit
Fees.”

Tax Fees This category includes fees billed in the fispadr shown for professional services for tax coamle, tax planning and tax
advice. The services comprising the fees disclosei@r this category for fiscal 2013 and fiscal 2@&2e primarily related to ongoing trans
pricing documentation assistance .

All Other Fees This category includes fees billed in the fispadr shown for products and services provided ImgtEs: Young LLP that
are not reported in any other category. The seswioenprising the fees disclosed under this catefgorfiscal 2013 were for training and
online research access .

All audit and permissible non-audit services predidy the Company ’ s independent auditors, asaseihe fees for such services, must
be pre-approved by the Audit Committee. The Audititnittee may delegate to one or more designatedomenof the Audit Committee the
authority to pre-approve audit and permissible aadit services, provided such pre-approval decisae reported to the full Audit
Committee at its next scheduled meeting. The Cotamhas delegated such authority to the Commitse@hair. Any pre-approval is
generally for the current fiscal year, and any gperoval is detailed as to the particular serviceabegory of services. All audit and non-audit
services provided by the Company ' s independedit@ns during fiscal 2013 and fiscal 2012 were gpproved by or on behalf of the
Company ' s Audit Committee .
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PROPOSAL NO. 5—ADVISORY (NONBINDING) VOTE
TO APPROVE EXECUTIVE COMPENSATION

As discussed in the Compensation Discussion andiydisasection of this proxy statement, the Compam@xecutive compensation
program is designed to enhance shareholder valpedwding compensation packages that enable tmep@ay to attract and retain talented
executives, align the interests of the Company&catives with the long-term interests of sharehsldad motivate executives to achieve the
Company’s business goals and objectives. We betf@teour compensation policies and proceduresneexecutive officers for both their
performance and the Company’s performance andsthtdit compensation policies and procedures creeagatives for the Company’s
executive officers that are strongly aligned whb tong-term interests of shareholders.

As required by Section 14A of the Securities ExgjeAct of 1934, as amended, we are providing sluddels with an advisory
(nonbinding) vote to approve the compensation ef@ompanys named executive officers as described in thisypstatement. This propos
commonly known as a “Say-on-Pay” proposal, is desigto give you as a shareholder the opportunignttorse or not endorse the
Company’s executive compensation program throughdhowing resolution:

“Resolved, that the shareholders approve, on ais@gvbasis, the compensation of our named exezufificers, as disclosed in the
Company’s proxy statement for the 2013 annual mgeif shareholders pursuant to the compensati@todisre rules of the
Securities and Exchange Commission, including the@ensation Discussion and Analysis, compensatioles and narrative
disclosure.”

When you cast your vote, we urge you to considedgscription of the Company’s executive compeasgirogram contained in the
Compensation Discussion and Analysis section sfghoxy statement and the accompanying tables amdtive disclosure, as well as the
following factors:

» Aadgaressive financial targets metVe achieved challenging financial targets focdl2013. We chose metrics aligned with our
corporate strategy, set our minimum annual tametls equal to last year’s actual results and aeli@annual non-GAAP priax
income of $192.3 million (well above last year'dust results of $127.1 million) and annual reventi1.39 billion (well above
last year’s actual result of $1.16 billion).

»  Proportion of performanegased pay Over 80% of our CEQ's target total direct comeius for fiscal 2013 was composed of
variable performance-based pay in the form of stesrh cash incentives and long-term equity awa@asaverage, over 70% of
our other named executive officers’ target totabdi compensation for fiscal 2013 was composetiede¢ components.

» Market competitivenessWe adjusted the components of executive compiensi@t enhance our ability to attract and retaip ke
executive officer talent. Following the adjustmemtsr named executive officers are targeted toivedetal cash compensation
and total direct compensation between th& &0d 75"percentiles of the market data.

Because your vote is advisory, it will not be bimglupon the Board of Directors, will not overrutgyalecision by the Board of Directors
and will not create or imply any additional fidugialuties on the Board of Directors or any memherdof. The Compensation Committee
will, however, take into account the outcome of\bhée when considering future executive compensativangements.

The Board of Directors recommends
shareholders vote FOR Proposal No. 5.
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OTHER MATTERS
Other Business

Other than the election of the seven directorsdish this proxy statement, approval of the ProgdsEP, approval of the amendments to
the ESPP, ratification of the appointment of E&&toung LLP as the Company '’ s independent auditorghe fiscal year ending June 29,
2014 and the advisory (nonbinding) vote to appeExecutive compensation, as described in this pstatgment, the Board of Directors
presently knows of no other business to be conduatt¢he 2013 Annual Meeting of Shareholders. UtideiCompany ' s Bylaws, any
shareholder desiring to present a proposal forideretion at the meeting, including any directomimation, was required to give the
Company written notice of the proposal in accor@anith the Bylaws by July 25, 2013. No timely neS8aneeting the Bylaw requirements
have been received. Should any other business pyamene before the meeting, the persons nameteim¢companying form of proxy may
vote the shares represented by the proxy in thsiretion, except that under the rules of the Sgesrand Exchange Commission the
accompanying proxy cannot be voted for more thaers@ominees .

2014 Annual Meeting of Shareholders

Pursuant to the rules of the Securities and Exabh&wammission, shareholder proposals submittechfdusion in the Company ’ s proxy
statement and form of proxy for the annual meetinige held in 2014 must be received by the Companyater than May 19, 2014, and r
comply with the Commission ' s rules in other regpe

Other shareholder proposals to be presented ahtigal meeting in 2014, including director nomioasi, must comply with the notice
requirements of the Company ' s Bylaws and be detig to the Company not later than July 31, 204 gearlier than July 1, 2014. Any such
proposals should be sent via means that affordf mfodelivery to the Secretary at the Company tiagpal executive offices .

Procedures for Director Nominations

Under the charter of the Governance and Nominat@toramittee, the Committee is responsible for idgimgy from a wide field of
candidates, including women and minority candidaaes recommending that the Board of Directorscéegjaalified candidates for
membership on the Board of Directors. In identifyocandidates, the Committee takes into account faatbrs as it considers appropriate,
which may include the factors listed on page 6. Thenmittee is also authorized to develop additigrudicies regarding Board size,
composition and member qualification. The Govereaamad Nominations Committee annually reviews it and recommends changes to
the Board of Directors for approval.

The Governance and Nominations Committee is resplenf®r evaluating suggestions concerning possihaledidates for election to the
Board of Directors submitted to the Company, inolgdhose submitted by Board members (includinfiseiminations) and shareholders.
candidates, including those submitted by sharehsldéll be evaluated by the Committee on the shaws as other candidates using the
Board of Directors membership criteria describeovaband in accordance with applicable procedurke.Governance and Nominations
Committee annually considers the size, composdimhneeds of the Board of Directors in light of ¢hiteria listed on page 6, and
accordingly considers and recommends candidateadanbership on the Board of Directors based orethateria. Once candidates have
been identified, the Committee will determine wiegtbuch candidates meet the minimum qualificatfonslirector nominees.

Any shareholder desiring to present a nominatiorcémsideration by the Governance and Nominatiom®@ittee prior to the 2014
Annual Meeting must do so in accordance with then@any’s Bylaws. See “2014 Annual Meeting of Shaldéis” above.
Shareholder Communications with Directors

The Board of Directors, as a matter of policy, oessto facilitate communications between sharemslded directors to assist the Board
of Directors in fulfilling its responsibilities tall shareholders. To that end the Board of Directas established a process for use by
shareholders who desire to bring matters to thedos attention. The process is intended to prewdareholders one means of
communicating with directors and is not intendetiécexclusive .
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Any shareholder who desires to send a communicédiomembers of the Board of Directors may subméither by e-mail addressed to
Corporate_Secretary@Cree.com or by mail addresstxd tattention of the Corporate Secretary at Gree, 4600 Silicon Drive, Durham,
North Carolina 27703. All such communications skdaktlude the number of shares beneficially owngthle person submitting tt
communication and his or her mailing address, tedep number and e-mail address, if any. All commations properly submitted under
these procedures, except those deemed inapproasiaieted below, will be delivered to all membdrthe Board of Directors periodically,
generally in advance of each regularly schedulegr@of Directors meeting. The Board of Directors Haected that the Secretary not
forward communications which (1) are not reasonadlgted to the business of the Company; (2) conicelividual grievances or other
interests that are personal to the shareholder igifgrthe communication and that cannot reasonbblgonstrued to present a matter of
concern to shareholders generally; or (3) undemsonity standards, contain offensive, scurrilouslousive content or that advocate enga
in illegal activities. If the Secretary, in his loer judgment, deems a communication inappropriatieuthe foregoing criteria, it will be
returned to the person who submitted it togethéhn wibrief explanation of the reason why it hasnbd®emed inappropriate for delivery .

Costs of Soliciting Proxies

The Company will bear the cost of this solicitatiorcluding the preparation, printing and mailinfiglee proxy statement, proxy card and
any additional soliciting materials sent by the @amy to shareholders. The Comparsydirectors, officers and employees may solicikjgs
personally or by telephone without additional comgagion. The Company has engaged The Proxy AdviSooyp, LLC to assist in the
solicitation of proxies and to provide related agvand informational support for a fee of $10,006 @n allowance for the reimbursement of
customary disbursements. The Company will alsolbaise brokerage firms and other persons represeiéineficial owners of shares for
reasonable expenses incurred in forwarding prokgisog materials to the beneficial owners .

Availability of Report on Form 10-K

A copy of the Company ' s report on Form 10-K for he fiscal year ended June 30, 2013 (without exhibit, including financial
statements, will be furnished without charge to anghareholder whose proxy is solicited hereby uponnitten request directed to:
Director, Investor Relations, Cree, Inc., 4600 Sition Drive, Durham, North Carolina 27703 .

Shareholders Sharing the Same Last Name and Address

Only one Notice or annual report and proxy statemenapplicable, may be delivered to multiple shatders sharing an address unless
the Company has received contrary instructions foom or more of the shareholders. We will delivempptly upon written or oral request a
separate copy of the Notice or annual report angypstatement, as applicable, to a shareholdesbhaged address to which a single copy was
delivered. Requests for additional copies shouldilexted to the Corporate Secretary hyai# addressed to Corporate_Secretary@Cree
by mail addressed to the attention of the CorpdBaieretary at Cree, Inc., 4600 Silicon Drive, Dunhalorth Carolina 27703 or by telephone
at (919) 407-5300. Shareholders sharing an addressurrently receiving a single copy may conthet@orporate Secretary as described
above to request that multiple copies be delivarddture years. Shareholders sharing an addressamently receiving multiple copies may
request delivery of a single copy in future yeargbntacting the Corporate Secretary as describedea.

Principal Executive Offices and Annual Meeting Locéon

The Company ’ s principal executive offices areated at 4600 Silicon Drive, Durham, North Carol#¥¥03, and the main telephone
number at that location is (919) 407-5300. The 2AtBual Meeting of Shareholders will be held at offices at 4425 Silicon Drive,
Durham, North Carolina 27703, on Tuesday, Octol8e2R13, at 10:00 a.m. local time. Requests fardtions to the meeting location may
directed to: Director, Investor Relations, Cree, |4600 Silicon Drive, Durham, North Carolina 2370

Dated: September 10, 2013
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APPENDIX A

RADFORD GLOBAL TECHNOLOGY SURVEY PARTICIPANTS
($500M-$2B REVENUE)

ACXIOM

ADTRAN

AKAMAI TECHNOLOGIES
ALTERA

AMERICAN MEDICAL SYSTEMS
AMERICAN TOWER

ARRIS GROUP

ATMEL

AUTODESK

AVID TECHNOLOGY

BROOKS AUTOMATION
CADENCE DESIGN SYSTEMS
CERNER

CIENA

CITRIX SYSTEMS

CROWN CASTLE

CSG SYSTEMS

CUBIC CORPORATION
CYMER

CYPRESS SEMICONDUCTOR
EARTHLINK

EDWARDS LIFESCIENCES
ELECTRONICS FOR IMAGING
EMDEON

ENTEGRIS

EQUINIX

F5 NETWORKS

FAIRCHILD SEMICONDUCTOR
FEI COMPANY

FINISAR

GT ADVANCED TECHNOLOGIES
HAEMONETICS

HOLOGIC

HUGHES NETWORK SYSTEMS
INFORMATICA

INTEGRATED DEVICE TECHNOLOGY
INTERMEC

INTERNATIONAL GAME TECH
INTERNATIONAL RECTIFIER
INTERSIL

INTUITIVE SURGICAL

JACK HENRY AND ASSOCIATES
JDA SOFTWARE

JDS UNIPHASE

LINEAR TECHNOLOGY
MENTOR GRAPHICS
MICROCHIP TECHNOLOGY
MICROSEMI

50
51
52
53
54
55
56
57
58
58
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
8C
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97

NETGEAR
NOVELLUS SYSTEMS
NUANCE COMMUNICATIONS
OMNIVISION TECHNOLOGIES
OPEN TEXT

ORBITAL SCIENCES

ORBITZ WORLDWIDE
PAETEC

PERKIN ELMER
PLANTRONICS

PMC-SIERRA

POLYCOM

POWER-ONE

POWERWAVE TECHNOLOGIES
PROGRESS SOFTWARE

PTC - PARAMETRIC TECHNOLOGY
QLOGIC

QUANTUM

QUEST SOFTWARE
RACKSPACE HOSTING

RED HAT

RESMED

RF MICRO DEVICES
RIVERBED TECHNOLOGY
ROVI

SALESFORCE.COM
SKYWORKS SOLUTIONS
SPANSION

SUPER MICRO COMPUTER
SYNAPTICS

SYNOPSYS

TELLABS

TERADATA

TERADYNE

THQ

TIBCO SOFTWARE
TRANSACTION NETWORK SERVICES
TRIDENT MICROSYSTEMS
TRIQUINT SEMICONDUCTOR
TSYS

TW TELECOM

UNITED ONLINE

VARIAN SEMICONDUCTOR EQUIPMENT

VEECO INSTRUMENTS
VERIFONE

VERIGY

VERISIGN

VIASAT



49 MITEL NETWORKS 98 VONAGE
98 ZEBRA TECHNOLOGIES
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PROPOSED 2013 LONG-TERM INCENTIVE COMPENSATION PLAN
(As adopted August 30, 2013, subject to sharehadproval)

ARTICLE 1—GENERAL PROVISIONS

1.1Establishment of PlanCree, Inc., a North Carolina corporation (the figp@ny”), hereby establishes an incentive compensatior
to be known as the “Cree, Inc. 2013 Long-Term ItizenCompensation Plan” (the “Plan”), as set fortlhis document.

1.2 Purpose of Plan The objectives of the Plan are to (i) attract egtdin employees and directors of the Companyitsraffiliates b
providing competitive compensation opportunitieg; grovide incentives to those individuals who trilsute significantly to the longerm
performance and growth of the Company and itsiafis; and (iii) align the longerm financial interests of employees and direciath thost
of the Company’s shareholders.

1.3 Types of AwardsAwards under the Plan may be made to Eligibldiépants who are employees in the form of (i) Imdee Stocl
Options, (ii) Nonqualified Stock Options, (iii) $flo Appreciation Rights, (iv) Restricted Stock, Rgstricted Stock Units, (vi) Performai
Shares, (vii) Performance Units, (viii) Other Awsrdr any combination of these.

1.4 Effective Date The Plan will become effective on the date onclithe Company’s shareholders approve the Plan'Effective
Date”).

1.5 Predecessor PlanUpon approval of the Plan by the shareholdeth@fCompany, no further grants may be made undeCtle
Inc. 2004 Long-Term Incentive Compensation Plan (fPredecessor Plan”) after December 31, 2013.

ARTICLE 2—DEFINITIONS
Except where the context otherwise indicates, dHewing definitions apply:

2.1 “Act” means the Securities Exchange Act of 1934, as nogifféct or as hereafter amended. All citationsdotions of the Act
rules thereunder are to such sections or rulelsegsnhay from time to time be amended or renumbered.

2.2 “Award” means an award granted to a Participant under ldre tRat is an Option, Stock Appreciation Right,siRieted Stoc}
Restricted Stock Unit, Performance Share, Perfoom&imit, Other Award, or combination of thereof.

2.3 “Award Agreementimeans the written agreement evidencing an Awardtgdaunder the Plan. As determined by the Comn;
each Award Agreement shall consist of either (iyriéten agreement in a form approved by the Consmithnd executed on behalf of
Company by an officer duly authorized to act onbighalf, or (ii) an electronic notice of Award gtam a form approved by the Commit
and recorded by the Company (or its designee) ielectronic recordkeeping system used for the mem@s tracking Award grants under
Plan, and if required by the Committee, executedtberwise electronically accepted by the recip@rthe Award in such form and man
as the Committee may require. The Committee mdyoaize any officer of the Company (other than thetipular Award recipient) to execi
any or all Award Agreements on behalf the Company.

2.4 “Award Pool” shall have the meaning set forttSection 4.1.
2.5 “Board” means the Board of Directors of the @amy.

2.6 “Cause” means, unless provided otherwise irAtluard Agreement or the Plan: (i) “Causas defined in an Individual Agreemen
which a Participant is a party that is then in effer (ii) if there is no such Individual Agreentean if it does not define Cause, terminatio
the Participans employment by the Company or any other Employerabse of any conduct amounting to fraud, dishgnesillful
misconduct, negligence, significant activities mialey harmful to the reputation of the Company am Employer, insubordination
conviction of a felony or a crime involving morairpitude, all as determined by the Committee indyfagth, including but not limited to (
determined by the Committee in good faith), (A)tRgrant’s
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breach of any agreement between Participant anBnaployer, (B) Participang’ intentional or negligent failure to perform a seaabl
requested directive or assignment or to performduities to the Employer substantially in accordawith the Employeis operating ar
personnel policies and procedures generally appécdo all of its employees, or (C) Participantmisappropriation or attemp
misappropriation of any of the Employer’s fundgooperty.

2.7 “Change in Control” means, unless provided mtfse in the Award Agreement, “Change in Controt”*@hange of Control”as
applicable, as defined in an Individual Agreementthich a Participant is a party that is then ifeef If a Participant does not have
Individual Agreement, or if it does not define Chann Control, no Termination of Service for thatrfitipant shall be considered to b
connection with a Change in Control. Notwithstagdamything in this Plan or any Award Agreement lie tontrary, to the extent ¢
provision of this Plan or an Award Agreement wocitdise a payment of a 409A Award to be made becaHube occurrence of a Change
Control, then such payment shall not be made urdask Change in Control also constitutes a “changevnership”, ‘thange in effectiv
control” or “change in ownership of a substantiattipn of the Company’s asseta/ithin the meaning of Code section 409A. Any payt
that would have been made except for the applicaifcthe preceding sentence shall be made in aanoedwith the payment schedule
would have applied in the absence of a Change mtr@lo(and other Participant rights that are tiechatChange in Control, such as ves
shall not be affected by this paragraph).

2.8 “Code’means the Internal Revenue Code of 1986, as n&ffént or as hereafter amended. All citations ttieas of the Code a
to such sections as they may from time to timerberaded or renumbered.

2.9 “Committee”means the Compensation Committee of the Board @r ether committee consisting of two or more mermlwdrthe
Board as may be appointed by the Board from timt@me to administer this Plan pursuant to Articldf3Shares are traded on the NASD
Stock Market, all of the members of the Committéallsbe “Independent Directors” within the meaniofjthe NASDAQS Corporat
Governance Requirements. If any member of the Caeendoes not qualify as (i) a “Non-Employee Diogtiwithin the meaning of Ru
16b-3 under the Act, and (ii) an “outside directatithin the meaning of Code section 162(m), the Bagrall appoint a subcommittee of
Committee, consisting of at least two Directorsgtant Awards to Covered Employees and to offiGard Directors who are subject
Section 16 of the Act; each member of such subcdreenshall satisfy the requirements of (i) anddbpve. References to the Committe
the Plan shall include and, as appropriate, agpgnly such subcommittee.

2.10 “Company” means Cree, Inc., a North Caroliogoration, and its successors and assigns.
2.11 “Corporate Event” shall have the meaning eghfin Section 15.5.

2.12 “Covered Employeeaheans a Participant whom the Committee determmes may be subject to the limitations of Codeisa
162(m).

2.13 “Detrimental Activity” shall have the meanigsgt forth in Section 15.4.

2.14 “Director’means any individual who is a member of the Boprdyided, however, that any individual who is batmember of tt
Board and employed by the Company or any othetyetinstituting the Employer shall not be consideaeDirector for purposes of the Plan.

2.15 “Disability” means, with respect to any Incentive Stock Optdisability as determined under Code section 22JeHBd witt
respect to any other Award, unless provided othesnin the Award Agreement, (i) with respect to diBipant who is eligible to participate
the Employer’'s program of longrm disability insurance, if any, a condition withspect to which the Participant is entitled tonozenc
benefits under such program of lotegm disability insurance and which results in Tiexation of Service of the Participant, and (ii) b
respect to any Participant (including a Participahb is eligible to participate in the Employersogram of longterm disability insurance,
any), a disability as determined under procedustasbiished by the Committee or in any Award. Ndtstianding the preceding provision:
this Section 2.15 or anything in any Award Agreetrterthe contrary, to the extent any provisionto$ tPlan or an Award Agreement wo
cause a payment of a 409A Award to be made beaHube Participans Disability, then there shall not be a Disabitiat triggers payme
until the date (if any) that the Participant isatiled within the meaning of Code section 409A(4¥2) Any payment that would have b
made except for the application of the precedingesee shall be made in accordance with the payswmdule that would have applie
the absence of a Disability (and other Participayftits that are tied to a Disability, such as vastshall not be affected by the prior sentence).

2.16 “Effective Date” shall have the meaning setitfin Section 1.4.
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2.17 “Eligible Participant’'means any employee of the Employer and any Oufidector, subject to such limitations as may
provided by the Code, the Act or the Committeestedl be determined by the Committee.

2.18 “Employer” means the Company and any entitynduany period that it is a “parent corporatiom”ao“subsidiary corporationiith
respect to the Company within the meaning of Caslgiens 424(e) and 424(f). With respect to all pggs of the Plan, including but
limited to, the establishment, amendment, termimatoperation and administration of the Plan, tlwen@any shall be authorized to act
behalf of all other entities included within thefidéion of “Employer.”

2.19 “Fair Market Value'means the fair market value of a Share, as deterhimgood faith by the Committee; provided, howetlea
unless otherwise directed by the Committee:

(a) if the Shares are listed on The Nasdaq Stoak&i@n the given date, Fair Market Value on suate dhall be the last sale p
reported for the Shares on such system duringefelar trading session on such date or, if no wake reported during the regular trac
session on such date, on the last day precedifigdaie on which a sale was reported during thelaegnading session;

(b) if the Shares are listed on a national or negligecurities exchange other than The Nasdaq $lacket on the given date, F
Market Value on such date shall be the last sate peported for the Shares on such system duni@gegular trading session on such dat
if no sale was reported during the regular tradiegsion on such date, on the last day precedifigdate on which a sale was reported du
the regular trading session; or

(c) if neither (@) nor (b) applies on the giveneajdhe fair market value of a Share on that daddl ble determined in good faith
the Committee.

For purposes of subsection (a) above, if the Stereeraded on more than one national securitiesamnge, then the following exchau
shall be referenced to determine Fair Market Vali)eThe Nasdaqg Stock Market if the Shares are thaded on such exchange and
otherwise such other exchange on which Sharesated as may be designated by the Committee.

Notwithstanding the foregoing but subject to th&tmmaragraph, if the Committee determines in iscdition that an alternative definit
of Fair Market Value should be used in connectidththe grant, exercise, vesting, settlement oropaypf any Award, it may specify st
alternative definition in the Award Agreement. Swternative definition may include a price thabesed on the opening, actual, high,
or average selling prices of a Share on The NaStack Market or other securities exchange on thkiergdate, the trading date precedinc
given date, the trading date next succeeding thengilate, or an average of trading days.

Notwithstanding the foregoing, (i) in the case nf@ption or SAR, Fair Market Value shall be deteredi in accordance with a definit
of fair market value that permits the Award to kerapt from Code section 409A; and (ii) in the caban Option that is intended to qua
as an ISO under Code section 422 or an Award shatended to qualify as performanigased compensation under Code section 162(m
Market Value shall be determined by the Committee@dcordance with the requirements of Code se@ihor Code section 162(m),
applicable.

2.20 “409A Award” means each Award that is not egefrom Code section 409A.

2.21 “Good Reason” means a Termination of Senacé¢®ood Reasonas defined in an Individual Agreement to which Begticipan
is a party that is then in effect. If a Participdoes not have an Individual Agreement, or if ieslmot define Good Reason, no Terminatic
Service for that Participant shall be considerebedor “Good Reason.”

2.22 “Incentive Stock Option” or “ISOMmeans an Option granted to an Eligible Participarder Article 5 which is designated as
Incentive Stock Option and intended to meet theireqents of Code section 422.

2.23 “Individual Agreementimeans a written agreement between a Participantten@€ompany or any other Employer relatin
employment by the Company or other Employer oretwise as an Outside Director of the Company (oth@n an Award Agreement).

2.24 “Insider” shall mean an individual who is, thie relevant date, subject to the reporting requirts of Section 16(a) of the Act.

2.25 “Nonqualified Stock Option” or “NQSQheans an Option granted to an Eligible Participemter Article 5 which is not intend
to meet the requirements of Code section 422 ardterwise does not meet such requirements.
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2.26 “Option”means an Incentive Stock Option or a Nonqualifieztls Option. An Option shall be designated in tppleable Awar:
Agreement as either an Incentive Stock Option dloaqualified Stock Option, and in the absence chsdesignation, shall be treated |
Nonqualified Stock Optior

2.27 “Option Price” means the price at which aiBgrant may purchase a Share pursuant to an Option.

2.28 “Other Award” means any form of equity-base@quityrelated award, other than an Option, Stock ApptiegieRight, Restricte
Stock, Restricted Stock Unit, Performance StocRenformance Unit, that is granted pursuant to Aatec

2.29 “Outside Director” means a member of the Bamind is not an employee of the Company or any dimeployer.
2.30 “Participant” means an Eligible Participantiibom an Award has been granted.

2.31 “Payment Date” shall have the meaning sehfiorSection 5.6.

2.32 “Performance Period” shall have the meanindosth in Section 8.2.

2.33 “Performance Sharetieans an Award under Article 8 that is valued bigremce to a Share, which value may be paid t
Participant by delivery of such property as the @Gottee shall determine, including without limitatiocash or Shares, or any combine
thereof, upon achievement of such performance tbgscduring the relevant Performance Period aibramittee shall establish at the t
of such Award or thereafter, but not later than tinge permitted by Code section 162(m) in the cafsa Covered Employee, unless
Committee does not intend for such Award to conwith Code section 162(m).

2.34 "Performance Unitfneans an Award under Article 8 that has a valudgehe Committee (or that is determined by refeeeto :
valuation formula specified by the Committee), whi@lue may be paid to the Participant by deliv@frguch property as the Committee s
determine, including without limitation, cash orgsés, or any combination thereof, upon achieveroestich performance objectives dul
the relevant Performance Period as the Committak ettablish at the time of such Award or themafbut not later than the time permit
by Code section 162(m) in the case of a Coveredi@map, unless the Committee does not intend fan gweard to comply with Code secti
162(m).

2.35 “Plan” means the Cree, Inc. 2013 Lorgrm Incentive Compensation Plan set forth in tisument and as it may be amer
from time to time.

2.36 “Predecessor Plan” shall have the meaninfpaétin Section 1.5.
2.37 “Reimbursement Expenses” shall have the mgasehforth in Section 3.6.

2.38 “Restricted Stockimeans an Award of Shares under Article 7, whichr&hare issued with such restriction(s) as the Citteen ir
its sole discretion, may impose, including withbotitation, any restriction on the right to retainch Shares, to sell, transfer, pledge or a
such Shares, to vote such Shares, and/or to rearjveash dividends with respect to such Shareighwhstrictions may lapse separately ¢
combination at such time or times, in installmemtstherwise, as the Committee may deem appropriate

2.39 “Restricted Stock Unittheans an Award under Article 7 that is valued Hgrence to a Share, which value may be paid t
Participant by delivery of such property as the @Gottee shall determine, including without limitatiocash or Shares, or any combine
thereof, and that has such restriction(s) as thar@ittee, in its sole discretion, may impose, inahgdwithout limitation, any restriction on t
right to retain such Awards, to sell, transferdgle or assign such Awards, and/or to receive asly davidend equivalents with respect to ¢
Awards, which restrictions may lapse separatelinarombination at such time or times, in installiseor otherwise, as the Committee 1
deem appropriate.

2.40 “Restriction Period'means the period during which Restricted Stock esticted Stock Units are subject to one or 1
restrictions that will lapse based on the passédiene, the achievement of performance goals, erdatcurrence of another event or event
determined by the Committee and specified in th@iegble Award Agreement.

2.41 “SAR Price"means the amount that is subtracted from the Fairkét Value of a Share at the time of exercise &AdR tc
determine the amount payable, if any, upon exedfisee SAR.
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2.42 “Share’'means one share of common stock, par value $0.084:28hare, of the Company, as such Share mayjbsted pursual
to the provisions of Section 4.4.

2.43 “Stock Appreciation Right” or “SARMmeans an Award granted under Article 6 which presifor an amount payable in Sh:
and/or cash, as determined by the Committee, équhE excess of the Fair Market Value of a Shar¢he day the Stock Appreciation Ri
is exercised over the SAR Price.

2.44 “Tandem SAR” shall have the meaning set fortBection 6.1.

2.45 “Termination of Servicefneans, unless provided otherwise in the Award Agesd, the discontinuance of employment
Participant with the Employer for any reason, wketholuntary or involuntary, or in the case of ant€de Director, the discontinuance
services to the Company by an Outside Directorafgr reason, whether voluntary or involuntary.nf@utside Director becomes an empilc
of the Company or any other Employer before or upanminating service as an Outside Director, suetpleyment will constitute
continuation of service with respect to Awards ¢gednto the Participant while he or she served amber of the Board. The determina
of whether a Participant has discontinued employnoerservice shall be made by the Committee insdke discretion. Termination o
Employment” as used in an Award Agreement shallmiermination of Service and vice-versa.

ARTICLE 3—ADMINISTRATION

3.1 Composition of Committe@&his Plan shall be administered by the Committdee Tommittee shall consist of two or more Oul
Directors who shall be appointed by the Board. Board shall fill vacancies on the Committee and rfrayn time to time remove or a
members of the Committee. Except with respect t@dls to Outside Directors under Article 10, the o its sole discretion, may exerc
any authority of the Committee under this Plani@u lof the Committes’ exercise thereof and in such instances referemeesn to th
Committee shall refer to the Board of Directorsldds the Board directs otherwise, the Compens@mmmittee of the Board shall serve
the Committee.

3.2 Authority of the Committee.

(a) The Committee shall have the exclusive righhterpret, construe and administer the Plan, ecé¢he persons who are eligi
to receive an Award, and to act in all mattersgiemg to the granting of an Award and the contefithe Award Agreement evidencing
Award, including without limitation, the determimnat of the number of Options, Stock AppreciatiorgiiRs, Restricted Stock, Restric
Stock Units, Performance Shares, Performance WnitSther Awards subject to an Award and the forenms, conditions and duration
each Award, and any amendment thereof consisteht tive provisions of the Plan. The Committee magpaduch rules, regulations ¢
procedures of general application for the admiaigin of this Plan as it deems appropriate.

(b) The Committee may correct any defect, supply amission or reconcile any inconsistency in thanPbr any Awar
Agreement in the manner and to the extent it stedim desirable to carry it into effect.

(c) In the event the Company shall assume outstgneinployee benefit awards or the right or oblmatio make future su
awards in connection with the acquisition of anotherporation or business entity, the Committee jmayits discretion, make su
adjustments in the terms of Awards under the Psaih shall deem appropriate.

(d) The Committee shall have the discretion to mheitge the effect upon an Award and upon an indigigdustatus as an employ
or Outside Director under the Plan (including wieeth Participant shall be deemed to have experieactermination of Service, or otl
change in status) and upon the vesting, expiraidiorfeiture of an Award in the case of (i) angividual who is employed by an entity t
ceases to qualify as an Employer, (ii) any leavalidfence, (iii) any transfer between locationsnepleyment with the Employer or betwe
Employers, (iv) any change in the Participardgtatus from an employee to a consultant or mewilie Board of Directors, or vice versa,
(v) any employee who, at the request of the Emplayahe Company, becomes employed by any partigerghnt venture, corporation
other entity not meeting the requirements of an Ibysy.

(e) All actions, determinations and decisions & @ommittee made or taken pursuant to grants sty under the Plan or wi
respect to any questions arising in connection thithadministration and interpretation of the Planluding the severability of any and al
the provisions thereof, shall be conclusive, fiaatl binding upon all parties, including the Compatsyshareholders, Participants, Elig
Participants and their estates, beneficiaries andessors. The Committee shall consider such fe®it deems relevant to making or ta
such actions, determinations and decisions inctydiithout limitation, the recommendations or aévaf any director, officer or employee
the Company and such
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attorneys, consultants and accountants as it mlagtsé Participant or other holder of an Award m@yntest an action, determinatior
decision by the Committee with respect to suchqgres Award only on the grounds that such acti@tenination or decision was arbitr
or capricious or was unlawful, and any review otlswaction, determination or decision shall be kditto determining whether 1
Committee’s decision or action was arbitrary orrcapus or was unlawful.

3.3 Rules for Foreign Jurisdictions Notwithstanding anything in the Plan to the cantr the Committee may, in its sole discrel
amend or vary the terms of the Plan in order tof@om such terms with the requirements of each dds- jurisdiction where an Eligik
Participant is located or to meet the goals ancaibjes of the Plan; establish one or more gians for these purposes; and esta
administrative rules and procedures to facilithie aperation of the Plan in such ndr. jurisdictions. For purposes of clarity, therie ant
conditions contained herein which are subject watian in a nond.S. jurisdiction shall be reflected in a writtesidendum to the Plan and
Award Agreement for such non-U.S. jurisdiction.

3.4 Delegation of Authority The Committee may, in its discretion, at any tiamel from time to time, delegate to one or mor¢he
members of the Committee such of its powers asétbs appropriate (provided that any such delegatiafi be to at least two member:
the Committee with respect to Awards to Covered Byges and Insiders). Except with respect to Awaal€overed Employees &
Insiders, the Committee may, in its discretionam time and from time to time, delegate to onenore persons who are not members o
Committee any or all of its authority and discratimder Section 3.2 and 3.3, to the full extentpeed by law and the rules of any exche
on which Shares are traded.

3.5 Award AgreementsEach Award granted under the Plan shall be eciglétoy an Award Agreement. Each Award Agreemerit
be subject to and incorporate, by reference orrafise, the applicable terms and conditions of tlePand any other terms and conditi
not inconsistent with the Plan, as may be diretigdhe Committee, including without limitation, pisions related to the consequence
Termination of Service. A copy of such documentlisha provided to the Participant, and the Comritteay, but need not, require that
Participant sign a copy of the Award Agreementtbeowvise confirm the Participastacceptance of the provisions of the Award Agresl
The Participant shall in any event be deemed te lzaeepted the provisions of an Award Agreemernveleld to the Participant with resp
to an Award by exercising the Award or receiving &enefits thereunder.

3.6 Indemnification. In addition to such other rights of indemnificatias they may have as members of the Board oeasbers of th
Committee, the Company shall indemnify and holdniflass the members of the Committee against (i)oredde expenses, includ
attorneys fees, actually and necessarily incurred in cotimeavith the defense of any action, suit or pralieg, or in connection with ai
appeal thereof, to which they or any of them ma Iparty by reason of any action taken or failoradt under or in connection with the F
or any Award granted thereunder, (ii) all amourdgdpby them in settlement thereof, provided sudlieseent is approved by indepenc
legal counsel selected by the Company, and (lixmlounts paid by them in satisfaction of a judghierany such action, suit or proceed
except as to matters as to which the Committee reerns been negligent or engaged in miscondudidmerformance of his duties
amounts reimbursed hereunder are referred to afRéiienbursement Expensesfrovided, that within 60 days after institution arfy sucl
action, suit or proceeding, a Committee member shalriting offer the Company the opportunity,itd own expense, to handle and de
the same. In the performance of its responsitslith respect to the Plan, the members of the Citteershall be entitled to rely upon, anc
member of the Committee shall be liable for anyoactaken or not taken in good faith reliance ugafgrmation and/or advice furnished
the Company'’s officers or employees, the Compaagtountants, or the Compasyounsel. To the extent the entitlement to Reisdmer
Expenses is subject to Code section 409A, it apptlaring the lifetime of the Committee member; @empany shall pay ea
Reimbursement Expense no later than the end afdlemdar year following the calendar year in whiofs Committee member incurred s
Reimbursement Expense; the amount of Reimburseigrenses available to a Committee member in ongdgaxwill not affect the amot
of Reimbursement Expenses available to the Comenittember in any other tax year; and the entitlerteeReimbursement Expenses is
subject to liquidation or exchange for any otherdig.

ARTICLE 4—SHARES SUBJECT TO THE PLAN
4.1 Aggregate Limits.

(a) Subject to adjustment as provided in Sectidnthe aggregate number of Shares which may bedgsursuant to Awards unt
this Plan is (i) 2,500,000 plus (ii) the numberStfares which, immediately prior to the Effectivet®avere authorized for issuance unde
Predecessor Plan and are not thereafter used fmdawnder the Predecessor Plan the “Award PoBliares described in clause (i) ak
include Shares which, immediately prior to the Efffee Date, were authorized for issuance undeiPiteelecessor Plan and either (x) are
subject to outstanding awards under the Predecessor
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Plan as of January 1, 2014 or (y) are subject tetauding awards under the Predecessor Plan aso&ty 1, 2014 and subsequently ex
are canceled or otherwise terminate unexercisediased for any reason.

(b) Up to 2,500,000 Shares are available for isseignursuant to ISOs granted under the Plan. Otkerwhie Award Pool shall
available for all types of Awards granted underRtan; there is no maximum number of Shares per offAward. Such Shares shall be v
available from Shares authorized but unissuedudicly Shares purchased in the open market or watertiransactions.

4.2 Share Counting Rules.
(a) Each Option shall be counted as one Sharedubjen Award and deducted from the Award Pool.

(b) Each share of Restricted Stock and each Restri8tock Unit and each Other Award that may b#eskein Shares shall
counted as one Share subject to an Award and dstltraim the Award Pool. Restricted Stock Units @idder Awards that may not be set
in Shares shall not result in a deduction fromAkerd Pool.

(c) Each Performance Share that may be settlethaneS shall be counted as one Share subject tavandAbased on the num
of Shares that would be paid under the Perform&tage for achievement of target performance, addated from the Award Pool. Ee
Performance Unit that may be settled in Shared bhalounted as a number of Shares subject to ard\wased on the number of Shares
would be paid under the Performance Unit for actieent of target performance, with the number detedhby dividing the value of tl
Performance Unit at the time of grant by the Faarkét Value of a Share at the time of grant, amsl tamber shall be deducted from
Award Pool. In both cases, in the event that theadws later settled based on abdargzet performance, the number of Shares correspg
to the abovdarget performance, calculated pursuant to theiggpe methodology specified above, shall be detlfiom the Award Pool
the time of such settlement; in the event thatAherd is later settled upon beloarget performance, the number of Shares correspgnc
the belowtarget performance, calculated pursuant to theiegige methodology specified above, shall be adsck to the Award Poc
Performance Shares and Performance Units that wtayensettled in Shares shall not result in a déaluérom the Award Pool.

(d) Each Stock Appreciation Right that may be edtih Shares shall be counted as one Share subjaot Award and deduct
from the Award Pool. Stock Appreciation Rights threty not be settled in Shares shall not resultdeduction from the Award Pool.

(e) If for any reason any Shares awarded or sulbjeistsuance under the Plan are not issued, oreauired by the Compa
from the Participant or the Participantransferee, for reasons including, but not lichiie: (i) a forfeiture of Restricted Stock or a Riesec
Stock Unit; (ii) the termination, expiration or aatlation of an Option, Stock Appreciation Righerdrmance Share, Performance Un
Other Award; (iii) Shares withheld for payment akés pursuant to Section 14.2; or (iv) settleméaincAward in cash in lieu of Shares, s
Shares shall again be available for issuance potrsoan Award under the Plan and shall be addek tmathe Award Pool, except that Shi
with respect to which a Stock Appreciation Righéi®rcised shall not thereafter be available femasice under the Plan nor added back 1
Award Pool.

4.3 Individual Limits.Subject to adjustment as provided in Section 4dlextept to the extent the Committee determinesatih@war(
to a Covered Employee shall not comply with thegremnancebased compensation provisions of Code section 1)6@nd may be exclud
from these limits without adversely affecting thppbcation of these provisions with respect to Agsthat are intended to comply with the
(i) the aggregate number of Shares subject to @ptiw Stock Appreciation Rights granted under Bian in any one fiscal year to any
Participant shall not exceed 3,000,000; (ii) thgragate number of Shares subject to Restricteck ®tioRestricted Stock Unit Awards gran
under this Plan in any one fiscal year to any oaiépant shall not exceed 1,000,000; (iii) thexmaum number of Performance Shares
Performance Units (valued as of the grant datd) thahe aggregate, may be granted in any onalfigear to any one Participant shall e
the value of 2,000,000 Shares (based on the maxiemapunt that could be paid under each PerformahaeeSand Performance Unit);
(iv) the maximum number of Other Awards (valuedathe grant date) that, in the aggregate, mayrametgd in any one fiscal year to any
Participant shall equal the value of 500,000 Shétes limitation shall be applied based on the imaxn amount that could be paid un
each Other Award).

The multipliers specified in subsections (a) thitod) of Section 4.2 shall not apply for purpostapplying the foregoing limitations
this Section 4.3.
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4.4 Adjustment of Share#. any change in corporate capitalization, suctaadock split, reverse stock split, or stock divideor an'
corporate transaction such as a reorganizatiorgsstication, merger or consolidation or separgtiacluding a spireff, of the Company «
sale or other disposition by the Company of allagportion of its assets, any other change in thef@2amys corporate structure, or &
distribution to shareholders (other than an ordiraash dividend) results in the outstanding Shayesny securities exchanged therefor
received in their place, being exchanged for sed#ifit number or class of shares or other secudfifise Company, or for shares of stoc
other securities of any other corporation; or ndifferent or additional shares or other securitiéshe Company or of any other corpora
being received by the holders of outstanding Shahes the Committee shall make equitable adjustsyes it determines are necessary
appropriate, in:

(a) the number and class of stock or other seeartiat comprise the Award Pool as set forth iniGed.1;

(b) the limitations on the aggregate number of Adgahat may be granted in any one fiscal year yoosme Participant as set fo
in Section 4.3;

(c) the number and class of stock or other seesrigubject to outstanding Awards, and which hawébeen issued or transfer
under outstanding Awards;

(d) the Option Price undeyutstanding Options, the SAR Price under outstandtock Appreciation Rights and the numbe
Shares to be transferred in settlement of outstgn@iptions and Stock Appreciation Rights; and

(e) the terms, conditions or restrictions of anyakevand Award Agreement, including the price pagdbk the acquisition 1
Shares.

It is intended that, if possible, any adjustmemistemplated above shall be made in a manner thistiss applicable legal requiremel
as well as applicable requirements with respettation (including, without limitation and as aigpble in the circumstances, Code sec
424, Code section 409A, and Code section 162(md)) ascounting (so as to not trigger any charge tmiegs with respect to su
adjustment).

Without limiting the generality of the above, angogl faith determination by the Committee as to Waetn adjustment is requirec
the circumstances and the extent and nature o$acty adjustment shall be final, conclusive andibmon all persons.

ARTICLE 5—STOCK OPTIONS

5.1 Grant of OptionsSubject to the provisions of the Plan, Options maygranted to Eligible Participants at any time &d time tc
time as shall be determined by the Committee. Thm@ittee shall have sole discretion in determiniing number of Shares subjec
Options granted to each Participant. The Commitbeg grant a Participant ISOs, NQSOs or a combinatti@reof, and may vary st
Awards among Participants; provided that only empgés may be granted 1SOs. Notwithstanding anythintpis Article 5 to the contrar
except for Options that are specifically designasdntended to be subject to Code section 409Aip@pmay only be granted to individu
who provide direct services on the date of grarnthefOption to the Company or another entity irhaic of entities in which the Company
another such entity has a controlling interestiimithe meaning of Treasury Regulation § 1.409ABliii)(E)) in each entity in the chain.

5.2 Award AgreementEach Option grant shall be evidenced by an Awagreement that shall specify the Option Price,dbeation o
the Option, the number of Shares to which the @ppiertains, the conditions upon which the Optioalldhecome vested and exercisable
such other provisions as the Committee shall deternThe Award Agreement shall further specify wieetthe Award is intended to be
ISO or an NQSO. Any portion of an Option that i¢ designated as an I1SO or otherwise fails or isquatified as an ISO (even if designe
as an 1SO) shall be an NQSO.

5.3 Option Price. The Option Price for each grant of an Option Ishat be less than one hundred percent (100%) eofdir Marke
Value of a Share on the date the Option is gramtetwithstanding the prior sentence, an Option feygranted with an Option Price the
less than one hundred percent (100%) of the Faink®davalue of a Share on the date the Option isitgdhif such Option is granted
replacement for an award previously granted by mtityethat is assumed by the Company in a busimessbination, provided that t
Committee determines that such Option Price is @pgate to preserve the economic benefit of théaoesgl award and will not impair t
exemption of the Option from Code section 409A égrlthe Committee clearly and expressly foregoels sxemption at the time the Opt
is granted).

5.4 Duration of OptionsEach Option shall expire at such time as the Cotemghall determine at the time of grant; providendyever
that the Committee may extend the term of any @ptiat would otherwise expire at a time when thei€pant is not permitted by applical
law or Company policy to exercise such Option; gmdvided, further, that no Option shall be exefgisaater than the seventh (i
anniversary of its grant date.
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5.5 Exercise of Options Options granted under the Plan shall be exergsabsuch times and be subject to such restristem
conditions as the Committee shall in each instapgrove, including conditions related to the empiewnt of or provision of services by
Participant with the Company or any Employer, whigled not be the same for each grant or for eacitiBant. The Committee may provi
in the Award Agreement and/or an Individual Agreemthat vesting of the Award shall accelerate dreotrestrictions applicable to !
Award shall lapse only: (i) in the event of the Rgpant’s death, Disability, or retirement (as definedha applicable Award Agreement),
in connection with a Change of Control, or (iii)rpuant to Section 15.5. Deferral of Option gainsdspermitted.

5.6 Payment. Options shall be exercised by the delivery ofttem or electronic notice of exercise to the Conypanits designate
representative, setting forth the number of Shaiies respect to which the Option is to be exerciaad satisfying any requirements that
Committee may establish in or pursuant to the Awagieement from time to time. Full payment of thetiOn Price (less any amot
previously received from the Participant to acqtiive Option) must be made on or prior to the Payrberte, as defined below. The Opi
Price shall be payable to the Company either: fagash, (b) in a cash equivalent approved by thmrittee, (c) if approved by t
Committee, by tendering previously acquired Shdogsdelivering a certification or attestation of wevship of such Shares) having
aggregate Fair Market Value at the time of exerepeal to the total Option Price (provided that timedered Shares must have been he
the Participant for any period required by the Catra®), or (d) by a combination of (a), (b) or (Ehe Committee also may allow cash
exercises as permitted under Regulation T of thiefed Reserve Board, subject to applicable seeariéiw restrictions, or by any other me
which the Committee determines to be consistertt thié Plan’s purpose and applicable law. “PaymeateDshall mean the date on whic
sale transaction in a cashless exercise (whetherobipayment is actually made pursuant to a cashdesrcise) would have settlec
connection with the subject option exercise. Unlaberwise authorized by the Committee, no Shanali be delivered until the full Optic
Price has been paid.

5.7 Nontransferability of Options.

(a) Incentive Stock Option®o ISO granted under the Plan may be sold, traresfepledged, assigned, or otherwise alienat
hypothecated, other than by will or by the lawsdescent and distribution. Further, all ISOs grarited Participant under the Plan shal
exercisable during his or her lifetime only by siRdrticipant or the Participastlegal representative. In no event may an ISQdresterre
for value or consideration.

(b) Nonqualified Stock Option&xcept as otherwise provided in a Participatward Agreement consistent with securities
other applicable laws, rules and regulations, ndSRQranted under this Article 5 may be sold, tramsfl, pledged, assigned, or othen
alienated or hypothecated, other than by will orthy laws of descent and distribution. Further,ept@s otherwise provided in an Aw
Agreement or otherwise determined at any time kbyGbmmittee, all NQSOs granted to a Participanteutitis Article 5 shall be exercisa
during his or her lifetime only by such Participantthe Participan$ legal representative. In no event may an NQS®amsferred for valt
or consideration.

5.8 Special Rules for ISOB8lotwithstanding the above, in no event shall angtiétpant who owns (within the meaning of Code &m
424(d)) stock of the Company possessing more thanpercent (10%) of the total combined voting powkall classes of stock of t
Company or any “parent” or “subsidiaryvithin the meaning of Code section 424(e) or @gpectively) be eligible to receive an 1SO &
Option Price less than one hundred ten percent%)Xd the Fair Market Value of a share on the dh&ISO is granted or be eligible
receive an ISO that is exercisable later thaniftte (bth) anniversary date of its grant. The aggite Fair Market Value of shares with res
to which incentive stock options (within the meaniof Code section 422) granted to a Participantfiesseexercisable in any calendar y
(under the Plan and all other incentive stock appitans of the Employer) shall not exceed $100,600.this purpose, Fair Market Value s
be determined with respect to a particular incensitock option on the date on which such incergteek option is granted. In the event
this One Hundred Thousand Dollar ($100,000) limiexceeded with respect to a Participant, themiihee Stock Options granted under
Plan to such Participant shall, to the extent anthé order required by Treasury Regulations ui@mte section 422, automatically becc
NQSOs granted under this Plan. Solely for purpasedetermining the limit on ISOs that may be grdnteder the Plan, the provisions
Section 4.2 that replenish or forgo a deductiomfrthe Award Pool shall only be applied to the ekigermitted by Code section 422
regulations promulgated thereunder.

ARTICLE 6—STOCK APPRECIATION RIGHTS

6.1 Grant of SARsSubject to the terms and provisions of the PlankRSmay be granted to Eligible Participants in sagtounts an
upon such terms, and at any time and from timénie,tas shall be determined by the Committee. AlSAppreciation Right may be gran
to an Eligible Participant in connection with ant@p granted under Article 5 of this Plan or maydranted independently of any Optior
Stock Appreciation Right shall entitle the holdeithin the specified period, to
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exercise the SAR and receive in exchange a paynastiig an aggregate value equal to the amount bighwhe Fair Market Value of a Sh
exceeds the SAR Price, times the number of Shaites@spect to which the SAR is exercised. A SABnged in connection with an Opt
(a “Tandem SAR")shall entitle the holder of the related Option,hwitthe period specified for the exercise of thai@p to surrender tt
unexercised Option, or a portion thereof, and teine in exchange therefore a payment having aneggte value equal to the amoun
which the Fair Market Value of a Share exceedsQp#on Price, times the number of Shares undeQOigon, or portion thereof, which
surrendered. Notwithstanding anything in this Aeié to the contrary, except for SARs that are gjgatly designated as intended to
subject to Code section 409A, SARs may only be tgrhio individuals who provide direct services be tlate of grant of the SAR to
Company or another entity in a chain of entitiesvirich the Company or another such entity has &alling interest (within the meaning
Treasury Regulation § 1.409A-1(b)(5)(iii)(E)) inakeentity in the chain.

6.2 Award Agreementach SAR grant shall be evidenced by an Award Agesd that shall specify the SAR Price, the duratibthe
SAR, the number of Shares with respect to whichSAR pertains, the conditions upon which the SARlIdhecome vested and exercis:
and such other provisions as the Committee shtdhaine.

6.3 Tandem SAR£ach Tandem SAR shall be subject to the same tamonditions as the related Option, includingthtions ol
transferability, shall be exercisable only to tlxéeat such Option is exercisable and shall termsimatiapse and cease to be exercisable
the related Option terminates or lapses. The griBtock Appreciation Rights related to 1ISOs mustcbncurrent with the grant of the IS
With respect to NQSOs, the grant either may be woeat with the grant of the NQSOs, or in connetticith NQSOs previously grant
under Article 5, which are unexercised and havetertinated or lapsed.

6.4 PaymentThe Committee shall have sole discretion to deteenm each Award Agreement whether the payment rgigpect to tt
exercise of an SAR will be in the form of cash, i@saor any combination thereof. If payment is ¢onlade in Shares, the number of St
shall be determined based on the Fair Market VafweShare on the date of exercise.

6.5 SAR PriceThe SAR Price for each grant of a SAR shall berdated by the Committee and shall not be less thraa hundre
percent (100%) of the Fair Market Value of a Shardhe date the SAR is granted. Notwithstandingptfi@ sentence, a SAR may be gral
with a SAR Price that is less than one hundredgrerl00%) of the Fair Market Value of a Sharetmndate the SAR is granted if such ¢
is granted in replacement for an award previousbntgd by an entity that is assumed by the Compamybusiness combination, provic
that the Committee determines that such SAR Psi@ppropriate to preserve the economic benefih@fréplaced award and will not img
the exemption of the SAR from Code section 409Agssthe Committee clearly and expressly foregoek sxemption at the time the S
is granted).

6.6 Duration of SARsEach SAR shall expire at such time as the Commétted! determine at the time of grant; providedyeweer, the
the Committee may extend the term of any SAR thaild/ otherwise expire at a time when the Partidigsmot permitted by applicable I
or Company policy to exercise such SAR; and pra¥jdierther, that no SAR shall be exercisable I#tan the seventh (7th) anniversary a
grant date.

6.7 Exercise of SARSARS granted under the Plan shall be exercisaldacht times and be subject to such restrictionscanditions a
the Committee shall in each instance approve, diety conditions related to the employment of orvisimn of services by the Particip
with the Company or any Employer, which need notHeesame for each grant or for each Participame. Committee may provide in 1
Award Agreement and/or an Individual Agreement tregting of the Award shall accelerate or othetrigt®ns applicable to the Award st
lapse only: (i) in the event of the Participantleath, Disability, or retirement (as defined lie tapplicable Award Agreement), (ii)
connection with a Change of Control, or (iii) puaatito Section 15.5. Upon exercise of a Tandem SA&number of Shares subjec
exercise under the related Option shall automdyited reduced by the number of Shares representéiaebOption or portion thereof whick
surrendered. SARs shall be exercised by the dglivewritten or electronic notice of exercise te tGompany or its designated representze
setting forth the number of Shares with respeatticch the SAR is to be exercised and satisfying mguirements that the Committee r
apply from time to time.

6.8 Nontransferability of SAR€Except as otherwise provided in an Award Agreenwnbtherwise determined at any time by
Committee consistent with securities and other iagble laws, rules and regulations, no SAR granteder this Article 6 may be so
transferred, pledged, assigned, or otherwise dkenar hypothecated, other than by will or by thed of descent and distribution. Furt
except as otherwise provided in an Award Agreemetherwise determined at any time by the Commjttdl SARs granted to a Particip
under this Article 6 shall be exercisable during tni her lifetime only by such Participant or tretRRipant’s legal representative. In no ev
may a SAR be transferred for value or consideration
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ARTICLE 7—RESTRICTED STOCK AND RESTRICTED STOCK UNI TS

7.1 Grants of Restricted Stock and Restricted StocktsURestricted Stock Awards and Restricted Stock UmiaAls may be made
Eligible Participants as an incentive for the parfance of future services that the Committee irsale discretion determines will contrib
materially to the successful operation of the Em@foSubject to Section 11 with respect to gramt®utside Directors, Awards of Restric
Stock or Restricted Stock Units may be made e#lmre or in addition to or in tandem with other Adsgranted under the Plan and ma
current grants of Restricted Stock or RestrictextiStUnits or deferred grants of Restricted StocRestricted Stock Units.

7.2Restricted Stock/Unit Award Agreement.

(a) In General.Each Award of Restricted Stock/Units shall be em@l by an Award Agreement that shall set forthtémms o
the Award, as determined by the Committee, inclgdiwithout limitation, the number of Shares of Riestd Stock or the number
Restricted Stock Units granted; the purchase pifieay, to be paid for each Share of RestrictaxtiSbr Restricted Stock Unit, which may
more than, equal to, or less than Fair Market Valua Share and may be zero, subject to such mmicensideration as may be requirec
applicable law; any restrictions applicable to Bestricted Stock/Units such as continued servicachievement of performance goals
both; the length of the Restriction Period and Whetany circumstances, such as death, Disabiktyrement (as defined in the applice
Award Agreement) or a Change in Control, will skarbr terminate the Restriction Period; and wheRestricted Stock Units will be sett
in cash, Shares or a combination of cash and ShahesRestriction Period may be of any duratione Fward may provide for lapse of
Restriction Period in monthly or longer installmeover the course of the Restriction Period, asrdehed by the Committee in its discreti

(b) Execution of Award Agreemenk$otwithstanding Section 3.5, a Restricted Stocktmck Unit Award must be accepted pric
the first vesting date or such other period asGbmmittee may specify, by executing a Restricteati8tUnit Award Agreement, or otherw
electronically accepting the Award, and paying \ekat price, if any, is required. The prospectiv@pient of a Restricted Stock or Restric
Stock Unit Award shall not have any rights withpest to such Award, unless and until such reciphas executed a Restricted Stock/
Award Agreement and has delivered a fully execuigly thereof to the Company, or otherwise electahi accepted the Award, and
otherwise complied with the applicable terms anaditions of such Award.

7.3 Nontransferability.Except as otherwise provided in this Article 7 nran Award Agreement, no shares of Restricted Sty
Restricted Stock Units received by a Participaalldfe sold, exchanged, transferred, pledged, asdichypothecated or otherwise dispos¢
during the Restriction Period or, in the case d$tReted Stock Units, until the date of deliverySifares or other payment with respect tc
Restricted Stock Units, other than by will or by tlaws of descent and distribution. Further, ex@epbtherwise provided in an Awi
Agreement, a Participant’s rights under an AwardReStricted Stock or Restricted Stock Units shallavailable during the Participasit’
lifetime only to the Participant or the Participariegal representative.

7.4 Certificates.Upon an Award of Restricted Stock to a Particip&itares of Restricted Stock shall be registeratienParticipant
name. Certificates, if issued, may either be heldustody by the Company until the Restriction &&m@xpires or until restrictions there
otherwise lapse and/or be issued to the Participadtregistered in the name of the Participantribgan appropriate restrictive legend
remaining subject to appropriate stivpnsfer orders. If required by the Committee, Blagticipant shall deliver to the Company one ore
stock powers endorsed in blank relating to the fidstl Stock. If and when the Restriction Periogises without a prior forfeiture of tl
Restricted Stock subject to such Restriction Petiodestricted certificates for such shares statidivered to the Participant.

7.5 Dividends and Other Distribution€Except as provided in this Article 7 or in the AdaAgreement, a Participant receivin
Restricted Stock Award shall have, with respedtoh Award, all of the rights of a shareholderh&f €ompany, including the right to vote
Shares to the extent, if any, such Shares possdisg vights and the right to receive any divideno®vided, however, the Committee r
require that any dividends on such Shares of R#striStock shall be automatically deferred andvesited in additional Restricted St
subject to the same restrictions on vesting asitigerlying Award, or may require that dividends aider distributions on Restricted St
shall be paid to the Company for the account of Rlagticipant and held pending and subject to thmeeseestrictions on vesting as
underlying Award; provided, however, that to théeet that any dividends are deferred, reinvesteatligrwise not paid when such divide
would otherwise normally be paid, (i) all terms amahditions for such delayed payment shall be ihetlin the Award Agreement, and
such deferral, reinvestment or delay in paymerthefdividends shall only be allowed to the extértoimplies with, or is exempt from,
requirements of Code section 409A. The Committedl sletermine whether interest, if any, shall b&ma such amounts,
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the rate of any such interest, and the other teqpmpdicable to such amounts (again, provided tHadualh terms shall, to the extent requi
comply with Code section 409A). A Participant reday a Restricted Stock Unit Award shall not possesting rights and shall acci
dividend equivalents on such Units only to the ekpovided in the Award Agreement; provided, hoamthat rights to dividend equivale
shall only be allowed to the extent they complyhwior are exempt from, Code section 409A. The Cdtemishall require that any si
dividend equivalents be subject to the same rdistnig on vesting and payment as the underlying Awhr addition, with respect to Cove
Employees, the Committee may apply any restrictibmeems appropriate to the payment of divideneidaded with respect to Restric
Stock such that the dividends and/or RestrictedkStoaintain eligibility for the performandsased compensation exception under (
section 162(m).

7.6 Short-Term DeferralTo the extent an Award described in this Sectiom ¥09A Award and is subject to a substantial of
forfeiture within the meaning of Code section 40@4 will be granted upon the satisfaction of a dtiad that constitutes such a substal
risk of forfeiture), any compensation due underAfeard (or pursuant to a commitment to grant an Adyahall be paid in full not later th
the 60th day following the date on which thereaslanger such a substantial risk of forfeiture witispect to the Award (and the Particij
shall have no right to designate the year of thgmmant), unless the Committee shall clearly and esgly provide otherwise at the time
granting the Award.

ARTICLE 8—PERFORMANCE SHARES AND UNITS

8.1 Grant of Performance Shares/Uniubject to the terms and provisions of the Plarfoeance Shares and Performance Units
be granted to Eligible Participants in such amoamig upon such terms, and at any time and from tintene, as shall be determined by
Committee.

8.2 Value of Performance Shares/Unisach Performance Unit shall have an initial vala is established by the Committee at
time of grant. Each Performance Share shall havieiial value equal to the Fair Market Value oShare on the date of grant. In additio
any nonperformance terms applicable to the Award, the Cdtem shall set performance goals in its discretidrich, depending on tl
extent to which they are met, will determine thenber and/or value of Performance Shares, Perforenbmits or both, as applicable, t
will be paid out to the Participant. For purposéshis Article 8, the time period during which tiperformance goals must be met sha
called a “Performance PeriodT"he Committee may, but is not obligated to, sethsperformance goals by reference to the perforn
measures set forth in Article 10.

8.3 Earning of Performance Shares/Unif&ubject to the terms of this Plan, after the applie Performance Period has ended, the h
of Performance Shares/Units shall be entitled teive a payout of the number and value of PerfoomaBhares/Units earned by
Participant over the Performance Period, to beraeted as a function of the extent to which theesponding performance goals have |
achieved and any applicable nparformance terms have been met. The Committeepmmayde in the Award Agreement and/or an Indivic
Agreement that the Performance Shares/Units aredarotwithstanding achievement of the performagwads only: (i) in the event of t
Participant’s death or Disability, (ii) for an Awhthat is not intended to qualify under the perfancebased compensation exception fromr
deductibility limitations of Code section 162(mi), the event of the Participasttetirement (as defined in the applicable Awarde®gent
(iii) in connection with a Change of Control, ov)(pursuant to Section 15.5.

8.4 Form and Timing of Payment of Performance ShareisdUBubject to the terms of this Plan and the apple#ward Agreemer
the Committee, in its sole discretion, may pay edrRerformance Shares/Units in the form of caslslares or other Awards (or ir
combination thereof) which have an aggregate Fairkiet Value equal to the value of the earned Paidoce Shares/Units at the close o
applicable Performance Period. Any such Shares beagranted subject to any restrictions deemed agpipte by the Committee. T
determination of the Committee with respect to filmen and timing of payout of such Awards shall e forth in the Award Agreeme
pertaining to the grant of the Award. Notwithstarglthe foregoing, to the extent an Award describatiis Article 8 is a 409A Award and
subject to a substantial risk of forfeiture withie meaning of Code section 409A (or will be grdnipon the satisfaction of a condition
constitutes such a substantial risk of forfeituagly compensation due under the Award (or pursieaatcommitment to grant an Award) sl
be paid in full not later than the 60th day follogithe date there is no longer such a substaiglkabf forfeiture with respect to the Aw:
(and the Participant shall have no right to dedigrthe year of the payment), unless the Committes! slearly and expressly provi
otherwise at the time of granting the Award.

8.5 Dividends and Other Distributiong Participant receiving a Performance Share/Unitafdvshall not possess voting rights and :
accrue dividend equivalents on such PerformanceeShnits only to the extent provided in the Awagreement; provided, however, t
rights to dividend equivalents shall only be allowte the extent they comply with, or are exemptfraCode section 409A. Any rights
dividend equivalents on Performance Shares/Un## bk subject to the same
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restrictions on vesting and payment as the undeylpiward. In addition, with respect to Covered Eoygles, the Committee may apply
restrictions it deems appropriate to the paymemtivitiends declared with respect to Performanceediidnits such that the dividends an
Performance Shares/Units maintain eligibility foe pperformance-based compensation exception uratbs §2ction 162(m).

8.6 Nontransferability.Except as otherwise provided in this Article 8 be applicable Award Agreement, Performance Shargts
may not be sold, exchanged, transferred, pledgssifyraed, or otherwise alienated or hypothecatdardahan by will or by the laws of desc
and distribution. Further, except as otherwise jol@y in the applicable Award Agreement, a Partictfgrights with respect to Performau
Shares/Units shall be available during the Paditiis lifetime only by the Participant or the Pagant’s legal representative. In no event |
a Performance Share/Unit be transferred for vatumnsideration.

ARTICLE 9—OTHER AWARDS

The Committee shall have the authority to spediy terms and provisions of other forms of equitgdushor equityelated awards n
described above that the Committee determines tcohsistent with the purpose of the Plan and tierésts of the Company. The Ot
Awards may provide for cash payments based in whiole part on the value or future value of Shafeisthe acquisition or future acquisiti
of Shares, or any combination of the foregoing.vithtstanding the foregoing, where the value of @he®Award is based on the differenc
the value of a Share at different points in tine, grant or exercise price will not be less tha@d% ®f the Fair Market Value of the Share:
the date of grant unless the Other Award is grameceplacement for an award previously grantedahyentity that is assumed by
Company in a business combination, provided thatGommittee determines that the Other Award presetiie economic benefit of
replaced award and is either exempt from or in danpe with the requirements of Code section 409A.

ARTICLE 10—PERFORMANCE MEASURES
10.1In General.The Committee may, in its discretion, include parfance conditions in any Award.

10.2 Section 162(m) Performance Measurgsless and until the Committee proposes for shddehwote and shareholders appro
change in the general performance measures shtifothis Article 10, the attainment of which magtekmine the degree of payout an
vesting with respect to Covered Employees’ Awalts are intended to qualify under the performam@sed compensation provisions
Code section 162(m), the performance measure{® tesed for purposes of such Awards shall be chivsenamong the following: earnin
(GAAP and non-GAAP), earnings per share (GAAP aod-8AAP), consolidated pre-tax earnings (GAAP aond-8AAP), net earning
(GAAP and non-GAAP), net income (GAAP and non-GAA®)erating income (GAAP and n@AAP), EBIT (earnings before interest :
taxes) (non-GAAP), EBITDA (earnings before interdakes, depreciation and amortization) (non-GAAgHss margin (GAAP and non-
GAAP), operating margin (GAAP and non-GAAP), prafiairgin (GAAP and non-GAAP), revenues (GAAP and-G#HAP), revenue grow
(GAAP and nonsAAP), market value added, market share, economiigevadded, return measures (including but notdidhto return o
equity, return on investment, return on assetsymedn net assets, and return on capital emplof@dAP and nonsAAP), total sharehold
return, profit (GAAP and non-GAAP), operating ptqfsAAP and non-GAAP), economic profit, capitalizedonomic profit, aftetax profil
(GAAP and non-GAAP), pre-tax profit (GAAP and n@AAP), cash, cash flow measures (including butlimited to operating cash flo'
free cash flow, cash flow return, and cash flow gfeare) (GAAP and non-GAAP), sales (GAAP and G@¥AP), sales volume, sales gro
(GAAP and non-GAAP), assets (GAAP), inventory tweoratio, productivity ratios, share price, cOSIAAP and nonsAAP), unit cos
(GAAP and non-GAAP), expense targets or ratios (BAahd non-GAAP), chargeff levels, operating efficiency, operating expenf8AAF
and non-GAAP), customer satisfaction, improvemardri attainment of expense levels (GAAP and G#AP), working capital (GAAP ar
non-GAAP), improvement in or attainment of workicapital levels (GAAP and noBAAP), debt, debt to equity ratio, debt reductioapita
targets and/or consummation of acquisitions, digjpos, projects or other specific events or tratisas.

Any performance measure may be applied to the Coynpad any other entity included in the term “Enygld in the aggregate, tc
selection of these, to each as a whole or alteselgti or to any business unit of the Company or ather entity included in the te
“Employer”, either individually, alternatively or in any comhbiion and measured either annually or cumulatieglr a period of years, on
absolute basis or relative to a mstablished target, to results for previous yearfoca designated comparison group of entitiesooe
published or stock market or other index, in eaa$ecas specified by the Committee. The Committa# specify the period over which 1
performance goals for a particular Award shall lasured.
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10.3 Other Performance Measure3he Committee may establish other performance measfor Awards granted to Eligit
Participants that are not intended to qualify unitier performancéased compensation exception from the deductibilitytations of Cod
section 162(m).

10.4 Committee Determination of Achievement of PerfoceaGoals; AdjustmentsThe Committee shall determine whether
applicable performance goals have been met withetgo a particular Award and, if they have, tlwenmittee shall so certify in writing a
ascertain the amount payable under the applicablardh The Committee is authorized to make adjustsnenperformancéased criteria «
in the terms and conditions of other Awards in gggtion of unusual or nonrecurring events affecting Company or its financial stateme
(including, but not limited to, asset writkwns; litigation or claim judgments or settlememsorganizations or restructuring progra
extraordinary, unusual, or nonrecurring items ofngar loss as defined under US generally acceptmbumting principles; merge
acquisitions or divestitures; and foreign exchagagims and losses) or changes in applicable lawsjagons or accounting principles. In
case of Awards to Covered Employees that are ienal qualify under the performanbased compensation exception from the deducti
limitations of Code section 162(m), such adjustraesall be made in accordance with guidelines bstetol by the Committee at the time
performancebased Award is granted (or within such period taftee as may be permissible under Code sectiomij)2{The Committee shi
also have the discretion to adjust downward therd@hations of the degree of attainment of thegmtablished performance goals; Aw:
may not be adjusted upward.

If applicable tax and/or securities laws permit Qaittee discretion to alter the governing performameeasures without obtain
shareholder approval of such changes, the Comnsittelt have sole discretion to make such changt®ut obtaining shareholder appro
In addition, in the event that the Committee deteews that it is advisable to grant Awards whichlishat qualify for the performanckase!
compensation exception from the deductibility liamibns of Code section 162(m), the Committee makensaich grants without satisfying
requirements of Code section 162(m).

ARTICLE 11—AWARDS TO OUTSIDE DIRECTORS

Awards to Outside Directors may be in the form ahijualified Stock Options, Stock Appreciation RigytRestricted Stock, Restric
Stock Units, Other Awards or a combination thereof.

ARTICLE 12—BENEFICIARY DESIGNATION

To the extent permitted by the Committee, eachi¢daant under the Plan may, from time to time, nang beneficiary or beneficiari
(who may be named contingently or successivelyytiom any benefit under the Plan is to be paid seaa his or her death before he or
receives any or all of such benefit. If any suclsigieation is permitted, the Committee shall, in dtde discretion, establish rules
procedures for such designations. Unless diffengles and procedures are established by the Coeanitach such designation shall rey
all prior designations by the same Participant]ldba in a form prescribed by the Company, and Wwél effective only when filed by t
Participant in writing with a designated represtéwmaof the Committee during the Participantifetime. In the absence of any s
designation, benefits remaining unpaid at the Eigeint’s death shall be paid to the Participantisie.

ARTICLE 13—DEFERRALS

The Committee may permit or require a Participandéfer such Participastreceipt of the payment of cash or the delivergare
that would otherwise be due to such Participantiliye of lapse or waiver of restrictions with respto Restricted Stock or Restricted S
Units, or the satisfaction of any requirements aailg with respect to Performance Shares or Perfueenblnits. If any such deferral electio
required or permitted, the Committee shall, insitde discretion, establish rules and proceduresidch deferrals, and the Committee
provide for such arrangements, including conversianother form of Award that is available unde Plan and has equivalent value,
deems necessary in order to permit the deferraafs in connection with such deferral by the Badint. Any deferrals required or permit
by the Committee of Awards shall be made in conmgkawith Code section 409A.

ARTICLE 14—TAX WITHHOLDING

14.1 Tax WithholdingThe Company shall have the power and the rightettudt or withhold, or require a Participant to retuithe
Company, an amount sufficient to satisfy federties and local taxes, domestic or foreign, reguig law or regulation to be withheld w
respect to any taxable event arising as a restitti®Plan or any Award. The Company shall notdrpuired to issue Shares or to recogniz:
disposition of such Shares until such obligatiomssatisfied.
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14.2 Share WithholdingWith respect to tax withholding required upon tiereise of Options or SARS, upon the lapse of icgins or
Restricted Stock or Restricted Stock Units, up@nabhievement of performance goals related to Bedioce Shares or Performance Unit
upon any other taxable event arising as a resultr ah connection with an Award granted hereundiet is settled in Shares, unless ¢
arrangements are made with the consent of the CemnParticipants shall satisfy the withholdinguieement by: (i) having the Compse
withhold Shares having a Fair Market Value on thtedhe tax is to be determined equal to but naertttan the amount necessary to se
the Companys withholding obligations at the minimum statutevighholding rates, or (i) if approved by the Contiee, authorizing the s
of Shares equal to but not more than the amoungéssecy to satisfy the Compasywithholding obligations at the minimum statu
withholding rates. All such withholding arrangenserghall be subject to any restrictions or limitatiothat the Committee, in its s
discretion, deems appropriate.

ARTICLE 15—AMENDMENT AND TERMINATION

15.1Amendment of Plarhe Committee may at any time terminate or fronetbm time amend the Plan in whole or in part, usacl
action shall adversely affect any rights or obligaé with respect to any Awards previously grantedier the Plan, unless the affe
Participants consent in writing. The Company wiloaobtain the approval of the shareholders bedarending the Plan to the extent requ
by Code section 162(m) or section 422 or the rofeany securities exchange or quotation or tradipgtem on which Shares are trade
other applicable law.

15.2 Amendment of Award; Repricinfhe Committee may, at any time, amend outstandiwgrds in a manner not inconsistent \
the terms of the Plan; provided, however, thatdhsamendment is adverse to the Participant, @srdigted by the Committee, the amendr
shall not be effective unless and until the Pgséint consents, in writing, to such amendment, exaepprovided in Section 15.4 or in
Award Agreement. To the extent not inconsistenhuiite terms of the Plan and the foregoing, the Citreenmay, at any time, amend
outstanding Award Agreement in a manner that isumdavorable to the Participant without the consdrguch Participant. Notwithstand
the above provision, the Committee shall not peonigffect a repricing, except in accordance wigleti®n 4.4 or to the extent the repricin
approved by the shareholders of the Company; ferhirpose, a repricing is an amendment to thes@fnan outstanding Option or SAR 1
would reduce the Option Price or SAR Price of thation or SAR, respectively, or a cancellation,fextge, substitution, buyout or surrer
of an outstanding Option or SAR in exchange fohcasother Award or Option or SAR with an OptioficEBror SAR Price that is less tt
the Option Price or SAR Price of the original Optior SAR, respectively (or as further defined withiS generally accepted accoun
practices or any applicable stock exchange rule)withstanding anything else in this Section 1%)2no amendment of an Award Agreernr
shall cause an award to be subject to Code se4@8A, unless the Award Agreement, as amended, d¢espiith the requirements of Cc
section 409A, and (ii) no amendment of an Awarde&gnent that is subject to Code section 409A slaalse such an Award Agreement
the underlying Award) to violate Code section 409A.

15.3Termination of PlanNo Awards shall be granted under the Plan aftetehth anniversary of the Effective Date. Howevevards
granted under the Plan on or prior to the tenthvemsary of the Effective Date shall remain outsiiag beyond that date in accordance
the terms and conditions of the Plan and the Avwtanetements corresponding to such Awards.

15.4Cancellation of Awards.

(a) The Committee may, in its sole discretion, fevin the Award Agreement that if a Participang@ges in any Detrimenta
Activity” (as defined below), the Committee may, notwithstagdiny other provision in this Plan to the contraancel, rescind, suspe
withhold or otherwise restrict or limit any unexgi, unexercised, unpaid or deferred Award as ofitsedate the Participant engages in
Detrimental Activity, unless sooner terminated hpyeation of another term of this Plan or any othgreement. Without limiting tl
generality of the foregoing, the Award Agreementrabso provide that if the Participant exercisegtion or SAR, receives a Performa
Unit payout, receives or vests in Shares under ward or vests in or receives a payout under a Stbuk at any time during the peri
beginning six months prior to the date the Pardiniffirst engages in Detrimental Activity and ergdgix months after the date the Partici
ceases to engage in any Detrimental Activity, tagi€ipant shall be required to pay to the Compidueyexcess of the then fair market valu
the Shares subject to the Award over the totakguiid by the Participant for such Shares.

(b) For purposes of this Section, except to themxprovided otherwise in the Award Agreement, fibeéntal Activity” mean
any of the following, as determined by the Comnaitie good faith: (i) the violation of any agreembetween the Company or any Emplc
and the Participant relating to the disclosure arffidential information or trade secrets, the stdion of employees, customers, suppli
licensees, licensors or contractors, or the petdioica of competitive services;
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(i) conduct that constitutes Cause (as define&euntion 2.6 above without regard to any definitidrCause in any Individual Agreemel
whether or not the Participaatemployment is terminated for Cause; (iii) makiongcausing or attempting to cause any other pesomake
any statement, either written or oral, or conveyang information about the Company or any other IBygr which is disparaging or which
any way reflects negatively upon the Company oBhmployer; (iv) improperly disclosing or otherwisgsusing any confidential informati
regarding the Company or any Employer; or (v) th&usal or failure of a Participant to provide, upthe request of the Company
certification, in a form satisfactory to the Compathat he or she has not engaged in any actigsgidbed in clauses (i)-(iv).

15.5 Assumption or Acceleration of Awarde.the event of a sale of all or substantiallydlithe assets or stock of the Company
merger of the Company with or into another corgorasuch that shareholders of the Company immdgliatér to the merger exchange tt
shares of stock in the Company for cash and/oreshair another entity or any other corporate traimato which the Committee deems
provision applicable (a “Corporate Event®ach Award outstanding at the time of the CorpoEatent shall be assumed or an equiv:
Award shall be substituted by the successor cotiporar a parent or subsidiary of such successguaration (and adjusted as appropri
unless such successor corporation does not ageesstone the Award or to substitute an equivaleardwn which case the Committee n
in lieu of such assumption or substitution, providethe Participant to have the right to exerdtse Option or other Award as to all Sha
including Shares as to which the Option or otherafdwvould not otherwise be exercisable (or wittpees to Restricted Stock or Restric
Stock Units, provide that all restrictions shafida). If the Committee makes an Option or other vfally exercisable in lieu of assumpt
or substitution in the event of a Corporate Evérg, Committee shall notify the Participant thatjeuat to rescission if the Corporate Evel
not successfully completed within a certain perite, Option or other Award shall be fully exercigafor a period of fifteen (15) days frc
the date of such notice (or such other period egiged by the Committee), and, to the extent ner@sed, the Option or other Award \
terminate upon the expiration of such period. Alatively, the Committee may make provision for ahcpayment in settlement of any ol
outstanding Awards or the cash, securities or ptgmeliverable to the holder of any or all outsteny Awards, based upon, to the ex
relevant under the circumstances, the distributiononsideration payable to holders of Shares wpan respect of the Corporate Event.
Committee may adopt such valuation methodologiestitstanding Awards as it deems reasonable ietbat of a cash settlement and, ir
case of Options, SARs or similar rights, but withbonitation on other methodologies, may base ssetilement solely upon the exces:
any) of the per share amount payable upon or peof such event over the Option Price or SAR&Rras applicable, of the Award and 1
cancel each Option or SAR with an Option Price ARSPrice greater than the per share amount paygide or in respect of such ev
without any payment to the person holding such @ptr SAR. Any actions taken under this Sectiorb Xhall be valid with respect tc
409A Award only to the extent that such action cbespwith Code section 409A.

ARTICLE 16—MISCELLANEOUS PROVISIONS

16.1 Restrictions on Sharedll certificates for Shares delivered under thenP$&all be subject to such stopnsfer orders and ott
restrictions as the Committee may deem advisabdenthe rules and regulations of the SecuritiesExchange Commission, any securi
exchange or quotation or trading system on whicir&hare traded and any applicable federal, $tata, or foreign laws, and the Commit
may cause a legend or legends to be placed on wty certificates to make appropriate referenceutth gestrictions. In making su
determination, th&€ommittee may rely upon an opinion of counsel fig Company. Notwithstanding any other provisiorthaf Plan, th
Company shall have no liability to deliver any Sfsaunder the Plan or make any other distributiothefoenefits under the Plan unless :
delivery or distribution would comply with all apghble laws (including, without limitation, the neéigements of the Securities Act of 19!
and the applicable requirements of any securittebange or quotation or trading system on whichr&hare traded.

16.2 Rights of a ShareholdeExcept as otherwise provided in Article 7 or in #gplicable Restricted Stock Award Agreement,
Participant who receives an Award of Restrictecclstghall have all of the rights of a shareholdethwespect to such Shares, including
right to vote the Shares to the extent, if anyhs8bares possess voting rights and receive divgland other distributions. No Particip
awarded an Option or Stock Appreciation Right shalle any right as a shareholder with respect yo Strares covered by such Aw
(including but not limited to the right to vote tdares) prior to the date on which the Particifttomes the record holder of such Sh
Except as provided otherwise in the Plan or in avarl Agreement, no Participant awarded a RestriStedk Unit, Performance Share
Performance Unit shall have any right as a shadehatith respect to any Shares covered by such éy@acluding but not limited to the rig
to vote the Shares) prior to the date on whichPtheicipant becomes the record holder of such Share

16.3No Implied RightsNothing in the Plan or any Award granted underRkan shall confer upon any Participant any rightdatinue
in the service of the Employer, or to serve as enber of the Board, or interfere in any way with tight of the Employer to terminate his
her employment or other service relationship attang. Except to the extent approved by the
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Board, no Award granted under the Plan shall benéelesalary or compensation for the purpose of coimpibenefits under any employ
benefit plan, severance program, or other arrangenfehe Employer for the benefit of its employels Participant shall have any clain
an Award until it is actually granted under therP[&o the extent that any person acquires a righeteive payments from the Company u
the Plan, such right shall, except as otherwisgigea by the Committee, be no greater than thet w§lan unsecured general creditor of
Company.

16.4 Compliance with LawsAt all times when the Committee determines that giiance with Code section 162(m) is require:
desirable with respect to a particular Award grdntader this Plan, such Award shall comply with téguirements of Code section 162|
In addition, in the event that changes are madeotte section 162(m) to permit greater flexibilitithwespect to any Awards under the F
the Committee may, subject to the requirementsratid 15, make any adjustments it deems apprapriftte Plan and the grant of Awe
shall be subject to all applicable federal, statal and foreign laws, rules, and regulations anduch approvals by any governmen
regulatory agency as may be required. Any proviierein relating to compliance with Rule 18lunder the Act shall not be applicable \
respect to participation in the Plan by Particigamho are not Insiders.

16.5 Compliance with Code Section 409%. all times, this Plan shall be interpreted aneraped (i) with respect to 409A Awards
accordance with the requirements of Code secti@f\4@nd (ii) to maintain the exemptions from Coeeton 409A of Options, SARS a
Restricted Stock and any Awards designed to meeshiortterm deferral exception under Code section 409AthEoextent there is a confl
between the provisions of the Plan relating to diampe with Code section 409A and the provisionam§ Award Agreement issued un
the Plan, the provisions of the Plan control. Mearpany discretionary authority that the Committesy have pursuant to the Plan shall
be applicable to a 409A Award to the extent sudtrdtionary authority would conflict with Code sent409A. In addition, to the exte
required to avoid a violation of the applicableemiinder Code section 409A by reason of Code se4¢€8A(a)(2)(B)(i), any payment unc
an Award shall be delayed until the earliest ddtpayment that will result in compliance with théles of Code section 409A(a)(2)(B
(regarding the required sixonth delay for distributions to specified employéeat are related to a separation from serviceth& extent th.
a 409A Award provides for payment upon the recipgetermination of employment as an employee or tiessaf service as a Director, 1
409A Award shall be deemed to require payment upenndividual's “separation from servicelithin the meaning of Code section 409A
the event that an Award shall be deemed not to bomjih Code section 409A, then neither the Compahg Board of Directors, tl
Committee nor its or their designees or agentsangrof their affiliates, assigns or successorsher"protected party”3hall be liable to ar
Award recipient or other person for actions, inats, decisions, indecisions or any other role lati@n to the Plan by a protected part
made or undertaken in good faith or in reliancalmadvice of counsel (who may be counsel for thengany), or made or undertaker
someone other than a protected party.

16.6 Deferrals for Code Section 162(nfhe Committee, in its discretion, may defer therpagt of an Award, if such payment wo
cause the annual remuneration of a Participant, iwlsubject to the requirements of Code sectionrb2to be nondeductible becaus
exceeds $1,000,000 (or such other amount allowddru@ode section 162(m) as a deduction). Any seédrdal shall be clearly and expre:
provided for by the Committee and, in the case @A Awards, shall be subject to the limitations feth in the next sentence. Any si
deferral (i) shall be until the earlier of (A) tRarticipants separation from service (within the meaning ofi€section 409A and subjec
the required simonth delay in the case of a specified employeeBp the next succeeding year (or years) in wtited deduction of tf
payment will not be barred by application of Coéetidn 162(m), (ii) is conditioned on all paymetdssimilarly situated Award Recipiel
being treated in a reasonably consistent manrigris(iconditioned on all payment to the Award p@ent that could also be deferred on
basis of nondeductibility under Code section 162fming similarly delayed, and (iv) shall not be lgggpto payments under Options
SARs.

16.7Successorslhe terms of the Plan shall be binding upon the @amy, and its successors and assigns.

16.8Tax ElectionsEach Participant shall give the Committee prompttem notice of any election made by such Partitipsnder Cod
section 83(b) or any similar provision thereof. Withstanding the preceding sentence, the Commitieg condition any award on |
Participant’s not making an election under Coddice&3(b).

16.9No Fractional SharesNo fractional Shares shall be issued or delivergdymnt to the Plan or any Award; in the discretibithe
Committee, the Company shall forfeit the valueratfional shares or make cash payments in lietacfibnal Shares.
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16.10Delivery of Title.The Company shall have no obligation to issue tiveleevidence of title for Shares under the Plaorpo:
(a) Obtaining any approvals from governmental agenthat the Company determines are necessaryizaate; and

(b) Completing any registration or other qualifioat of the Shares under any applicable nationdbrign law or ruling of an
governmental body that the Company determinesegessary or advisable.

16.11Inability to Obtain AuthorityThe inability of the Company (after reasonable mipoto obtain authority from any regulatory b
having jurisdiction, which authority is deemed b tCompanys counsel to be necessary to the lawful issuandmarale of any Awards
Shares hereunder, shall relieve the Company ofiabijity in respect of the failure to issue anémll such Awards or Shares as to which
requisite authority shall not have been obtained.

16.12Uncertificated Shareslo the extent that the Plan provides for issuaricedificates to reflect the transfer of Sharég transfe
of such Shares may be effected on a noncertifidadsis, to the extent not prohibited by applicdée or the rules of any stock exchange.

16.13Legal Construction.

(a) SeverabilityIf any provision of this Plan or an Award Agreemenbr becomes or is deemed invalid, illegal ornfoeceable i
any jurisdiction, or would result in the Plan oryalward Agreement not complying with any law deenagglicable by the Committee, si
provision shall be construed or deemed amendedrtfoan to applicable laws or, if it cannot be counstl or deemed amended without, in
determination of the Committee, materially alterthg intent of the Plan or the Award Agreemenshill be stricken and the remainder of
Plan or the Award Agreement shall remain in fuliclwand effect.

(b) Gender and Numbe¥Vhere the context permits, words in any gendei éhalde the other gender, words in the singulel
include the plural and words in the plural shatllide the singular.

(c) Governing LawTo the extent not preempted by federal law, tha Blad all Award Agreements hereunder, shall betooad ir
accordance with and governed by the substantive tdthe State of North Carolina, excluding anyfliois or choice or law rule or princi
that might otherwise refer construction or intetatien of the Plan or the Award Agreement (as apaiblie) to the substantive law of any o
jurisdiction. Unless otherwise provided in the aggdble Award Agreement, the recipient of an Awasdleemed to submit to the exclus
jurisdiction and venue of the Federal and statetsaf North Carolina to resolve any and all isstieeg may arise out of or relate to the Pla
such Award Agreement.
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PROPOSED 2005 EMPLOYEE STOCK PURCHASE PLAN
(As amended effective August 27 , 2013, subjettareholder approval of Sections 13(a) and 26)

1. Purpose. The purpose of the Plan is to provide eligible esgpks of the Company and its Designated Subsidiawi¢h ar
opportunity to purchase Common Stock of the Compghnyugh accumulated payroll deductions or contidns (where permittec
It is the intention of the Company to have the Rjaalify as an “employee stock purchase plantler Section 423 of the Co
Accordingly, the provisions of the Plan shall benaistered, interpreted, and construed so as tenelxand limit participation in
manner consistent with the requirements of Seetlkd of the Code. However, the Company makes nortaideg or representati
to maintain such qualification. In addition, theaflauthorizes the purchase of Common Stock undBlomSection 423(t
Component that does not qualify as an “employeekspairchase plantinder Section 423 of the Code, pursuant to rulesqalure
or subplans adopted by the Board and designed to ach&yesecurities law or other objectives. Excepioteerwise provide
herein, the Non-Section 423(b) Component will opeeand be administered in the same manner as tti®i$423(b) Component .

The amendment of the Plan effective on October2P3] is applicable to Participation Periods begigron or after November
2011. Any provisions of the Plan to the contrarwithstanding, the terms and conditions of the Pfaeffect prior to amendment
the Plan effective on October 25, 2011 shall camsito apply with respect to the Participation Rétlmat began on May 1, 2011 u
the Purchase Date of October 31, 2011 .

2. Definitions.

(a) “ Board” shall mean the Board of Directors of the Companyasrapplicable, one or more individuals or a cotte®itc
which the Board has delegated authority or resjbdiigihereunder pursuant to Section 14(b) .

(b) “ Code” shall mean the United States Internal Revenuee@dd 986, as amended

(c) “ Common StocK shall mean the common stock of the Comp

(d) “ Company’ shall mean Cree, Inc., a North Carolina corpora

(e) “ Compensatiori shall mean the total cash remuneration paid, dutiregperiod of reference, to an Employee by

Employer, including but not limited to salary, wagevertime, performance bonuses, commissionshiiveecompensatio
and salary continuation payments that are madeupntgo a payroll practice (e.g., vacation, holidsigk and shorterrr
disability pay paid to the Employee through an Eogpl ' s payroll system), prior to deduction of any amgutfie
Employee elects to defer or exclude from incomeeurad deferred compensation plan or an employeefibgten of ar
Employer, such as the Company 'section 401(k) plan and section 125 cafeteriapldemployee elective deferrals
Notwithstanding the foregoin¢*Compensation”shall not include: relocation, equalization (inéhgl goods and servic
allowances), sign-on and make- bonuses; expense reimbursements of all typesngmas in lieu of expenses; m
allowances; commuting or automobile allowances;@ayments (such as guaranteed bonuses in certaigrigurisdictions
with respect to which salary reductions are noimtéed by the laws of the applicable jurisdictiam;ome realized as a res
of participation in any stock plan, including wititdimitation any stock option, stock award, stgekchase or similar pli
of an Employer; Employer contributions to and baadfom (except employee elective deferrals avipierd above) ar
qualified retirement plan, other program of defdrcempensation, welfare benefit plan or fringe liepéan; any Employe
contributions to U.S. Social Security and/or a mipknsion program established in an applicableidor jurisdiction; an
Employer contributions to unemployment taxes orkeos ' compensation; costs paid by an Employer in conoeatiith
relocation, including grossps; any amounts accrued for the benefit of the |Byee, but not paid, during the perioc
reference; and other items of remuneration thatttteaStock Plan Manager determines, in his/hareign and in a unifor
and nondiscriminatory manner, are not part of

C-1




Table of Contents

(f)

(9)

(h)

()

(k)

()

(m)
(n)

(0)

(9)

(a)

the basic compensation of Employees. The Board Bhak the discretion to determine the applicatibthis definition tc
Employees outside the United States.

“ Designated Subsidiary shall mean any Subsidiary that has been desigrgtaétde Board from time to time in its s
discretion as eligible to participate in the Plither as a Section 423(b) Employer or Non-SectidB(Bd) Employer .

“ Employe€’ shall mean any individual who is treated as arvaamployee in the records of the Employer, othantsuc
an individual who is subject to the laws of a coyhat would prohibit the Employee ’ s participatiin the Plan .

“ Employer” shall mean the Company or any Designated Subsi
“ Enrollment Dat€’ shall mean the first day of a Participation Pe

“ Fair Market Value’ shall mean, as of any date, the value of the ComBtook determined as follov

0] If the Common Stock is listed on any establishaitlistexchange or national market system, includirntnout
limitation the NASDAQ Global Select Market, its FéMarket Value shall be the closing price for sstbck quote
on such exchange on the date of determinationeparted by the Nasda§mex Reporting Service or such ot
source as the Board deems reliable, unless suehisdabt a Trading Day, in which case it shall he ¢losing pric
quoted on such exchange on the last Trading Dayeiately preceding the date of determination , and

(ii) If the Common Stock is regularly quoted by a redoggh securities dealer but selling prices are apbrted, its Fa
Market Value shall be the closing price for suabtkton the date of determination, as quoted by sacince as tt
Board deems reliable, unless such date is not difigdday, in which case it shall be the closingerjuoted on tt
last Trading Day immediately preceding the datdeiérmination , and

(i) In the absence of an established market for ther@mmStock, the Fair Market Value shall be determhiimegoor
faith by the Board.

“ Non-Section 423(b) Componehtshall mean the provisions of the Plan that allowtlie grant of an option under the F
to an Employee of a No8ection 423(b) Employer outside the scope of atdrnoompliance with the requirements set f
in Section 423(b) of the Code.

“ Non-Section 423(b) Employérshall mean any Subsidiary that has been desighgtéide Board as eligible to particip
in the Non-Section 423(b) Component of the Plan.

“ Participanf’ shall mean an eligible Employee who has enrolletiénPlar

“ Participation Period shall mean a 12aonth period established under this Plan duringciviain option granted pursuan
the Plan may be exercised unless earlier terminasedrovided herein. Effective with the ParticipatiPeriod beginnir
November 1, 2011, each Participation Period willlBemonths in duration and shall begin at 12:01 amNovember 1
May 1 of each year, as applicable to the Partitipand end at 11:59 p.m. on October 31 or April @&pectively. Th
Board may change the duration and timing of Pgitton Periods pursuant to Sections 4, 18(b), 18@&(b) or 19(c) herec
As used herein, “Participation Period” shall alseam “Special Participation Period,” where applieabl

“ Plan” shall mean this 2005 Employee Stock Purchase, Btatuding both the Section 423(b) Component drel Non-
Section 423(b) Component, as it may be amended firamto time .

“ Purchase Daté shall mean each April 30 and October 31 during riddaation Period (in the order in which theseed
appear during the Participation Period). The Baaay change the Purchase Date pursuant to Sectidr&l), 18(c), 19(t
or 19(c) hereof. As used herein, “Purchase Datall sifso mean “New Purchase Date,” where applicable

“ Purchase Prict shall mean, effective with the Participation Permgdjinning November 1, 2011, an amount equal to
of the Fair Market Value of a share of Common Stockhe Enrollment Date or 85% of the Fair Markelué of a share
Common Stock on the applicable Purchase Date, whahis lower. The Purchase Price may be adjusyethé Boar
pursuant to Sections 18(a) or 19(c) hereof .

C-2




Table of Contents

( “ Reserves’ shall mean the number of shares of Common Stockredvby options under the Plan that have not
exercised and the number of shares of Common Statkhave been authorized for issuance under tue iRt not place
under option .

(s) “ Section 423(b) Componeftshall mean the provisions of the Plan that aregihesi to meet the requirements fol
employee stock purchase plan as set forth in Sed@3(b) of the Code, as amended. The provisiortheoBection 423(
Component shall be construed, administered andeedan accordance with Section 423(b) of the Code

® “ Section 423(b) Employ€r shall mean the Company and any Subsidiary, domesfigreign, that has been designate
the Board as eligible to participate in the Secd@8(b) Component of the Plan. Any Subsidiary tie been designatec
eligible to participate in the Plan prior to DecaanB1, 2009 shall be considered to be a Sectio(b}dZEnployer without th
requirement for further designation by the Boandvrled, that any new Board designation of suclityeas a NonSectior
423(b) Employer shall supersede any prior designair deemed designation .

(u) “ Special Participation Periodsshall mean interim Participation Periods createthatdiscretion of the Board enabl
Employees of Subsidiaries that become Designatési@aries of the Company after an Enrollment Daié more tha
three (3) months prior to the next succeeding Emenit Date to participate in the Section 423(b) @onent or Norsectior
423(b) Component of the Plan, as applicable. TheliEment Date of a Special Participation Periodlisha a date specifi
by the Board, and the last day of a Special Pp#tmn Period shall be the second succeeding Psedbate under the Plan .

(v) “ Subsidiary” shall mean a corporation, domestic or foreign, othan the Company, in an unbroken chain of copmre
beginning with the Company, if, at the time of grahan option under the Plan, each of the corpamatother than the Iz
corporation in the unbroken chain owns stock paings50% or more of the total combined voting powkall classes ¢
stock in one of the other corporations in suchmhai

(w) “ Trading Day” shall mean a day on which U.S. stock exchangdsiam NASDAQ System are open for trading
3. Eligibility .

(a) Any Employee employed by an Employer for 3@towous daysprior to a given Enrollment Date shall be eligiti
participate in the Plan; provided, however, thatfdr Employees participating in the N@ection 423(b) Component, to
extent required by the laws of the applicable flic8on, an Employee may be eligible to participatethe Plar
notwithstanding that he or she has not been emglbyean Employer for 30 continuous days prior tgiven Enrolimer
Date, and (ii) as provided more fully in Sectiont2low, the Board may adopt administrative rulesecedures and/or sub-
plans limiting the eligibility of or participatioby any Employee of a No8ection 423(b) Employer. The forego
notwithstanding, only employees of the applicablesipnated Subsidiary shall be eligible to partigpa a Speci
Participation Period .

(b) Any provisions of the Plan to the contrary notwittmgling, no Employee shall be granted an optioreutite Plan to t
extent that (i) immediately after such grant, s&hployee (or any other person whose stock woulatbéuted to suc
Employee pursuant to Section 424(d) of the Code)ldvown capital stock (and/or hold outstanding @psi to purcha:
capital stock) representing 5% or more of the totahbined voting power or value of all classeshaf tapital stock of tt
Company or of any Subsidiary, or (ii) the Employeerights to purchase stock under all employee spackhase plans (
defined in Section 423 of the Code) of the Compang its Subsidiaries accrues at a rate that excE26l900 of stoc
(determined at the Fair Market Value of the shameghe date of grant) for each calendar year incivisiuch option
outstanding at any time (or such lower limitatiohat may be imposed with respect to eligible Emeks/who are subject
laws of a foreign jurisdiction where lower limitatis are required) .

(c) Any provisions of the Plan to the contrary notwittmgling, an Employee who has received a hardstipdveiwal from th
Company ' s 401(k) plan, or the 401(k) plan of &esignated Subsidiary, shall be
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subject to restrictions on participation in therPtan account of such hardship withdrawal to theefilextent required by t
Code .

4, Participation Periods The Plan shall be implemented with overlappingti€ipation Periods of 12 monthsduration, with ne\
Participation Periods beginning November 1 and Maach year. Each Participant shall only be erddlleone Participation Peri
at any given time. Plan Participants enrolled i@ Blan as of October 31, 2011 will automaticallyelmeolled in the Participatit
Period beginning November 1, 2011. Thereafter, esnh Participant will initially be enrolled in tHest Participation Period th
commences after the date the Company ' s stockaguamnistrator receives the Participarst Subscription agreement in accord:
with Section 5(a) below. Provided the Participastgarticipation in the Plan is not terminated (otth@n as provided in Section 7
hereof), and the Plan is not otherwise terminatedprovided in the Plan prior to the Enroliment &ir the next consecuti
Participation Period commencing on the same ddhefear, such Participant will remain continuoustyolled in the Participatis
Periods that commence on that day each year. Exxeptherwise provided in the Plan, each Participa®eriod shall have tv
Purchase Dates, April 30 and October 31 (in therond which these dates appear during the PartioipdPeriod). The Board m
change the duration and timing of Participationid®s and Purchase Dates, provided that any suaigehidat is determined by !
Board to adversely affect Participants is annouratddast 10 days prior to the scheduled beginafrthe first Participation Period
be affected thereafter

5. Participatiol

(a) An eligible Employee may become a Participant im Blan by completing a subscription agreementfor@a provided b
the Board authorizing payroll deductions or conttibns, where permitted, and filing it manually, ior the manne
prescribed by the Board, with the Comparsystock plan administrator by such time as presdrity the Board, or throu
such other telephone or electronic arrangementeea€ompany s stock plan administrator may prescribe. Contiiing
other than payroll deductions shall be permittety da correct errors in the administration of aigabayroll deductio
authorization or for an Employee of a Non-Secti@3(#) Employer participating in the N@ection 423(b) Componen
the rules of a foreign country prohibit the NSeetion 423(b) Employer from making payroll dedoics with respect to su
eligible Employee ' s Plan participation .

(b) Payroll deductions/contributions for a new Parteip shall begin as soon as administratively possfbllowing the
Enrollment Date of the Participants’ initial Participation Period, which in any evesitall not be later than the first 1
payroll period that begins on or after such Enrelitn Date, and shall continue unless and until taetidfpant ' s
participation in the Plan is terminated, or thenFtaotherwise terminated, as provided in the Plan

6. Payroll Deductions

(a) At the time a Participant files a subscription a&gnent, the Participant shall elect to have payetiuctions made on e
pay day during the applicable Participation Peri¢glshject to Section 5(b)) or, where applicablentdbutions made i
accordance with the established contribution scleedn whole percentages only not exceeding 15%hefCompensatic
that the Participant receives on each pay day duhie Participation Periods .

(b) All payroll deductions made for or contribuid®made by a Participant shall be credited to #idipant 's account und
the Plan .
(c) A Participant may discontinue his or her partidipatn the Plan as provided in Section 10 hereahay increase to as hi

as 15% or decrease to as low as 0% the rate aifrisr payroll deductions/contributions by compigtand filing with th
Company a new subscription agreement authoriziogaage in payroll deduction/contribution rate. Am&se in rate sh
be effective with the first full payroll period thhegins after the Companys’ stock plan administrator receives the
subscription agreement. An increase in rate shalleffective as soon as administratively possibkoviong the nex
succeeding Enrollment Date under the Plan (i.eyeltber 1 or May 1), without regard to whether skanoliment Date i
the first day of a Participation Period for the tRgpant, which in any event shall not be latentltlae first full payroll perio
that begins on or after such Enroliment Date .
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(d)

(e)

A Participant 's subscription agreement shall remain in effectsiaeccessive Participation Periods unless changetthd
Participant as provided in Section 6(c) above (ficlw case the modified subscription agreement shatkin in effect fc
successive Participation Periods as provided heeoginnless the Participans’participation in the Plan is terminated, ot
Plan is otherwise terminated, as provided in tlza Pl

Notwithstanding the foregoing, to the extent neagsgo comply with the $25,000 calen-year accrual and the &
ownership limitations set forth in Section 3(b)Participant 's payroll deductions/ contributions may be decrédse)% a
any time prior to a Purchase Date. Payroll dedusticontributions at the rate provided in suchiBpent ' s theneurren
subscription agreement shall resume immediatelpahg such Purchase Date, unless the Participamdrticipation in th
Plan is sooner terminated, or the Plan is othert@gainated, as provided in the Plan .

7. Grant of Option

(@)

(b)

On the Enroliment Date of each Participation Pedpglicable to a Participant, the Participant shallgranted an option
purchase on each Purchase Date of such Particip@édod at the applicable Purchase Price up totingber of shares
Common Stock determined by dividing the sum of Baeticipant 's payroll deductions/contributions accumulated ¢
prior to such Purchase Date and retained in thici@nt ' s account, by the applicable Purchase Price; pedyidoweve
that in no event shall a Participant be permittedurchase on any Purchase Date more than 2,088sstiaCommon Stor
(subject to adjustment pursuant to Section 18@ajl, provided further that such purchase shall bgesuto the limitation
set forth in Sections 3(b) and 8(b) hereof. TherBamay, in its absolute discretion, for future Rapation Periods increa
or decrease the maximum number of shares of Con8tagk a Participant may purchase on a Purchase Execise of a
option shall occur as provided in Section 8, untbssParticipant is automatically withdrawn andnredled as provided
Section 7(b) hereof, the Participard participation in the Plan is terminated, or thenRs otherwise terminated, as provi
in the Plan, or the option is otherwise sooner teated as provided in the Plan .

To the extent permitted by any applicable lawsul&tipns, or stock exchange rules, if the Fair MaNkalue of the Commc
Stock on the Trading Day immediately precedingEheoliment Date for a Participation Period is lovlean the Fair Mark
Value of the Common Stock on the Enroliment Datetlie immediately preceding Participation Peridaint all Participan
in the immediately preceding Participation Peridthls automatically be withdrawn from the immedigtgdrecedin
Participation Period at 11:59 p.m. on the firstdhaise Date of such Participation Period (afteretkercise of their optiol
on such date) and exrolled in the next succeeding Participation Reeffective as of 12:01 a.m. on the Enrollment O
the next succeeding Participation Period .

8. Exercise of Option

(@)

Unless a Participants’ participation in the Plan is sooner terminatedl(iding as provided in Section 7(b)), or the Rk
sooner terminated, or the option is otherwise sotareninated, all as provided in the Plan, theiBigdnt ' s option shall k
exercised automatically on each Purchase Dateh®oParticipation Period applicable to the Participand the maximu
number of full shares subject to the option (astéchby Section 3(b), 7(a) and/or 8(b)) shall becpased for the Participe
at the applicable Purchase Price with the accumlgiayroll deductions/ contributions. No fractiorshlares shall |
purchased. If the balance in a Participastaccount after the purchase is made is not seffi¢cd purchase a full share at
applicable Purchase Price, the balance shall béest in the Participants account until the next Purchase Date, subj
earlier termination of the Participans’participation in the Plan, or earlier terminatiafrthe option or Plan, as providec
the Plan. If the maximum number of full shares thatParticipant is eligible to purchase is limitgdSection 3(b), 7(a) or 8
(b) such that a balance greater than the amoudedde purchase a full share at the applicablerfages Price remains in 1
Participant 's account after the purchase is made on the sdRoruthase Date of a Participation Period, the ebtianc
will be refunded to the Participant. If a Partigipés automatically withdrawn and reenrolled purgua Section 8(b) and
that time a balance greater than the amount netedpdrchase a full share at the applicable PurcRase remains in tl
Participant ’ s account, the entire balance wiltéfinded to the Participant .
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10.

11.

12.

13.

(b)

(©)

If the Board determines that on a given Purchage & number of shares with respect to which ogt&re to be exercis
exceeds the number of shares of Common Stock alailer sale under the Plan as of such Purchase, gt Board may,
its sole discretion, provide that the Company shedke a pro rata allocation of the shares of Com@imek available fc
purchase on such Purchase Date in as uniform aenasrshall be practicable and as it shall deternmirits sole discretic
to be equitable among all Participants. With respe@ny payroll deductions/contributions accumediain a Participant &
account that are not used to purchase shares ofm@anStock in a Participation Period pursuant toprexeding sentenc
the Board shall direct the refund of such payreliigctions/ contributions to the Participant. In ¢vent the Board, in its st
discretion, determines that it shall not seek aughtion from the Company $ stockholders for additional shares
issuance under the Plan with respect to a subsegaeticipation Period, the Plan shall automatjctiminate .

All rights to purchase Common Stock offered on acRase Date must be exercised within five (5) yedrsuch Purcha
Date .

Delivery.

(@)

(b)

As promptly as practicable after each Purchase,a¢eCompany shall arrange the delivery, electahyi or otherwise, 1
accounts in the Participantmames at a brokerage company selected by the Conofpéime shares purchased upon exe
of options .

A Participant may withdraw his or her shares of @Gwn Stock credited to his or her brokerage accatiahy time (subje
to reasonable costs, which are the responsibifith@ Participant). For Participants in the Sec@8(b) Component, a
stock certificate distributed to a Participant ncayptain a legend requiring notification to the Camyp of any transfer or s:
of the shares of Common Stock prior to the date ywars after the beginning date of a ParticipaBeniod pursuant

which the shares were purchased .

Withdrawal

(@)

(b)

A Participant may withdraw all, but not less thdinaf the payroll deductions/contributions at aime prior to the Purcha
Date for a Participation Period by giving writteatice to the Company in a form provided by the Camp Such payrc
deductions/contributions shall be paid to the Bgaint promptly after receipt of the Participastnotice of withdrawal. Tt
Participant ' s option for such Participation Period shall autbca#ly terminate, and no further pay
deductions/contributions for the purchase of shasesuch Participant shall be made during suchidiaaition Period. If
Participant withdraws from a Participation Periodther than as provided in Section 7(b) hereof, @&
deductions/contributions for the Participarst Account shall not resume at the beginning ohéx succeeding Participati
Period unless the Participant timely delivers ®@ompany a new subscription agreement .

A Participant ' s withdrawal from a Particifat Period shall not have any effect upon the Bigdnt ' s eligibility to
participate in any similar plan that may thereafteradopted by an Employer or in any succeedingciation Period th:
begins after the Participation Period from whicé Barticipant withdraws .

Termination of EmploymentUpon a Participant § ceasing to be an Employee for any reason duriRgrtcipation Period, tl
Participant shall be deemed to have withdrawn ftbenPlan as of the effective date of his or henieation of employment, his
her option(s) shall be terminated automaticallyd #re payroll deductions/contributions creditedtte Participant 5§ account und
the Plan during the Participation Period but ndtuged to exercise the Participant ’ s option(g)idke refunded to the Participant .

Stock

(@)

Interest Interest shall not accrue on the payroll dedusticontributions of a Participant in the Plan

Subject to adjustment pursuant to Section 18(a, mtaximum number of shares of the Common Stockoaiatd fol
issuance under the Plan is four million five hundtieousand (4,500,000) shares. Such shares shalhe available fro
Common Stock currently authorized but unissued .
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14.

15.

16.

17.

18.

(b) Participants shall have no interest or voting sghtshares covered by options until such opti@welbeen exercise
Administration

€) The Plan shall be administered by the Board. Thar@shall have the authority and power to adminidte Plan and -
make, adopt, construe and enforce rules and régugahot inconsistent with the provisions of tharRIThe Board shi
adopt and prescribe the contents of all forms mequin connection with the administration of tharRlincluding, but n
limited to, the subscription agreement, payrollhhitlding authorizations, withdrawal documents afidother notice
required hereunder. The Board shall have full ardusive discretionary authority to construe, iptet and apply the tert
of the Plan, to determine eligibility, including eh entities shall be Designated Subsidiaries, i8&@et23(b) Employers
Non-Section 423(b) Employers, and to adjudicate alputisd claims filed under the Plan. Every findingcidion an
determination made by the Board shall, to thedutent permitted by law, be final and binding updiparties .

(b) Notwithstanding the foregoing, the Board may deieghy resolutions adopted prior to or after tifective date of the Pla
any or all of its authority and responsibilitiesréiender to such individual(s) or committee (whichyrbe comprised
Employees, members of the Board, or a combinatienebf) as the Board shall designate, to the extechh delegation
permitted by applicable law, the articles and bydad the Company and the applicable stock exchangetional mark
system rules. In the event of such delegatioreddirences herein to the Board shall, to the exappticable, be deemed
refer to and include such individual(s) or comndgtte

Transferability No payroll deductions/contributions credited tBaticipant 's account under the Plan and no rights with reta
the exercise of an option under the Plan may bigreess, transferred, pledged or otherwise dispos$ed any way by the Participz
(other than by will or the laws of descent andrdistion). Any such attempt at assignment, trangfzdge or other disposition st
be without effect, except that the Company mayt tseah act as an election to withdraw from the Riaaccordance with Section
hereof .

Use of FundsPayroll deductions/contributions received or hejdan Employer under the Plan may be used by sugbidyer fo
any corporate purpose. The Employer shall not bigiatied to segregate such payroll deductions/doutions, except to the ext
such segregation is required by the laws of adigi®n applicable to the Employer .

Reports Individual accounts shall be maintained for eachi€lpant in the Plan. Statements of account wdlrhade available
Participants following each Purchase Date, whielleshents shall set forth the total amount used fitwrParticipant 5 account t
purchase Common Stock, the Purchase Price, the eruofbshares purchased, and the remaining castdeglaf any, in th
Participant ' s account .

Adjustments Upon Changes in Capitalizatiorssbiution, Liguidation, Merger or Asset Sale

(a) Subject to any required action by the stockholddréhe Company, the Reserves, the maximum numbehafes ear
Participant may purchase on a Purchase Date, angtite per share and the number of shares of Con8tuxk covered t
each outstanding option shall be proportionatelystdd for any increase or decrease in the numbé&saed shares
Common Stock resulting from a stock split, revesseck split, stock dividend, combination or recifisation of the
Common Stock or any other increase or decreaskeimtimber of shares of Common Stock effected witheceipt o
consideration by the Company. The conversion ofvetible securities of the Company shall not benuee to have be:
“effected without receipt of consideratiorstuch adjustments shall be made by the Board, wiesemination shall be fin;
binding and conclusive. Except as expressly praligerein, no issuance by the Company of sharewok ®f any class,
securities convertible into shares of stock of alags, shall affect, and no adjustment by reaseretti shall be made w
respect to, the number or price of shares of Com8took subject to an option .

(b) In the event of the proposed dissolution or ligtimta of the Company, the Participation Periods tlreprogress shall |
shortened by setting one new Purchase Date forRarticipation Periods (the “New Purchase Datetich shall be prior 1
the Date of the Company ' s proposed dissolutioligoidation
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(©)

and shall be the last Purchase Date under the PlenPlan shall terminate immediately after the Ntwrchase Date a
prior to the consummation of such proposed disemiubr liquidation, unless provided otherwise bg Board. The Boa
shall notify each Participant in writing at lea$t Husiness days prior to the New Purchase Datdltbhd?urchase Date(s)
the Participant ' s option has/have been changethéoNew Purchase Date and that the Participanbption shall k
exercised automatically on the New Purchase Datiess prior to such date the Participaist participation in the Plan
terminated as provided in the Plan .

In the event of a proposed sale of all or subsaliptall of the assets of the Company, or the meof¢he Company with
into another corporation, outstanding options shalhssumed or equivalent options substituted égticcessor corporati
or a parent or subsidiary of the successor corjporatn the event that the successor corporatidnses to assume
substitute for the options, the Participation Pasithen in progress shall be shortened by settighew Purchase Da
The New Purchase Date shall be prior to the datthe@fCompany s proposed sale or merger. The Plan shall tern
immediately after the New Purchase Date and padhé consummation of such proposed sale or meugégss provide
otherwise by the Board. The Board shall notify eBahticipant in writing at least 10 business daysrgo the New Purcha
Date that the Purchase Date(s) for the Participanbption has/have been changed to the New Purdateeand that tt
Participant ' s option shall be exercised autonadliicon the New Purchase Date, unless prior to slath the Participants
participation in the Plan is terminated as providethe Plan .

19. Amendment or Termination

(@)

(b)

(c)

The Board may at any time and for any reason artten®lan without the consent of stockholders otiépants, except th
any such action shall be subject to the approvahefCompany s stockholders at or before the next annual meeti
stockholders for which the record date is set afteh Board action if such stockholder approvaecuired by any feder:
national or state law or regulation of the Unitadt&s or applicable foreign jurisdiction or theasibf any stock exchange
automated quotation system on which the CommonkStaay then be listed or quoted, and the Board niagraise in it
discretion determine to submit other such changeke Plan to stockholders for approval; providealyever, that no su
action may, without the consent of an affectedi€ipent, materially impair the rights of such Peigant with respect to a
shares of Common Stock theretofore purchased byhiner under the Plan .

Without stockholder consent and without regard kether any Participant rights may be considerduat® been adverst
affected, the Board shall be entitled to desigmateundesignate entities as Designated Subsidiaries,icBed23(b
Employers or NorBection 423(b) Employers, change the Participaf@niods, limit the frequency and/or numbe
changes permitted in the amount withheld or coantad during a Participation Period, establish tlkehange rati
applicable to amounts withheld or contributed icuarency other than U. S. Dollars, permit payralhivolding in excess
the amount designated by a Participant in ordexdjast for delays or mistakes in the Employsrprocessing of propel
completed withholding elections, establish reastnateiting and adjustment periods and/or accounaing creditin
procedures to ensure that amounts applied towargdulhchase of Common Stock for each Participamigytg correspond
amounts withheld from the Participans ‘Compensation, and establish such other limitataord procedures that the Bc
determines in its sole discretion advisable anddhaconsistent with the Plan and the Code .

If the Board determines thiite ongoing operation of the Plan may result irauafable financial accounting consequer
the Board may, in its discretion and to the extesmtessary or desirable, modify or amend the Plardace or elimina
such accounting consequences, including, but miteld to :

0] Increasing the Purchase Price for any Participa@eriod, including a Participation Period underveayhe time ¢
the change in Purchase Price ;

(ii) Shortening any Participation Period so that theti@pation Period ends on a new Purchase Dateudimg ¢
Participation Period underway at the time of thalcaction ; and/or

(iii) Allocating share:
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Notwithstanding anything in the Plan to the contrasuch modifications or amendments shall not meqgtockholde
approval or the consent of any Plan Participants.

(d) The Plan shall continue in effect unless terminggesuant to action by the Board, which shall héheeright to termina
the Plan at any time without prior notice to anytiegpant and without liability to any Participattipon the termination
the Plan, the balance, if any, then standing toctleelit of each Participant in his or her Plan actcshall be paid to tl
Participant and shares of Common Stock theretgforehased for the Participant under the Plan sloaflinue to be handl
in the manner provided in Section 9 .

20. Section 423(b) Componerflotwithstanding anything in the Plan to the contrdor purposes of the Section 423(b) Componer
Board, in its sole discretion, may vary the termsl @onditions of separate offerings within the #ect423(b) Component |
adopting administrative rules and procedures apbplécto such Section 423(b) offering, regardinghuwiit limitation, eligibility of al
Employee or group of Employees to participate, tiedinition of Compensation, handling of payroll detions, making ¢
contributions to the Plan (including, without liriton, in forms other than payroll deductions), thehange ratio applicable
amounts withheld or contributed in a currency othan U.S. Dollars, obligations to pay payroll ardipplicable withholding taxe
withholding procedures, and procedures for shaseaisces, in order to conform such terms to theimements of a jurisdictic
outside of the United States in which an eligiblaoyee is located, in accordance with the goatkahjectives of the Plan, anc
order to facilitate the operation of the Plan igtsjurisdictions. In this regard, unless the Boatfierwise determines, the Employ
of each Section 423(b) Employer shall be deemgghtticipate in a separate offering from the Compdhg terms of participatic
within any such offering to the Employees of a &#ec#d23(b) Employer shall be the same for all Engpts in such offering,
determined in accordance with Section 423(b) ofGbhéde .

21. Non-Section 423(b) ComponentNotwithstanding anything in the Plan to the cantr for purposes of the NdBection 423(k
Component, the Board may, in its sole discretialopa administrative rules, procedures and sub-pdapdicable to Non-Section 423
(b) Employers which are outside the scope of Secti®d3 of the Code, regarding, without limitatiofigigility of an Employee ¢
group of Employees to participate, the definitidrCompensation, handling of payroll deductions, imglof contributions to the Pl
(including, without limitation, in forms other thapayroll deductions), the exchange ratio applicaisleamounts withheld
contributed in a currency other than U.S. Dollansljgations to pay payroll and/or other applicabi¢hholding taxes, withholdir
procedures, and procedures for share issuancesdém to conform such terms to the requirementa pirisdiction outside of t
United States in which an eligible Employee is tedain accordance with the goals and objectivihefPlan, in order to facilitate
operation of the Plan in such jurisdictions and/foorder to exclude Employees who are located $pexific jurisdiction as may
determined advisable by the Board. For purposesaoity, the terms and conditions contained hetkat are subject to variation
each Non-Section 423(b) Employer shall be docundeintevriting and approved by the Board .

22. Administrative CostsThe Company will pay the expenses incurred in tiriaistration of the Plan other than any fees angfer
excise or similar taxes imposed on the transagtiosuant to which any shares of Common Stock arehpsed. The Participant v
pay any transaction fees or commissions on anycfaiee shares of Common Stock and may also begetlahe reasonable cc
associated with issuing a stock certificate if @eequested by the Participant .

23. Tax Obligations To the extent any (i) grant of an option to pureh& 0 mmon Stock hereunder, (ii) purchase of Comntock
hereunder, or (iii) disposition of Common Stockghased hereunder gives rise to any tax withholdinigyation (including, withot
limitation, income tax, social insurance, payrab,tpayment on account or other withholding taxegdsed by any jurisdiction), t
Board may implement appropriate procedures to enthat such tax withholding obligations are mettSprocedures may inclut
without limitation, increased withholding from ammiployee 's current compensation, cash payments to an Employear
Employee, or a sale of a portion of the Common ISfmarchased under the Plan, which sale may be nejaind initiated by tt
Company. Any such procedure, including offeringiche among procedures, will be applied consistesitly respect to all similar
situated Employees participating in the Plan (oram offering under the Plan), except to the extmt procedure may not
permitted under the laws of the
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applicable jurisdiction. For purposes of determingimilarly situated Employees, Employees who amigpating in the Section 423
(b) Component shall not be considered to be sityilaituated to Employees who are participating lie tNonSection 423(t
Component of the Plan .

24, Notices. All notices or other communications by a Participinthe Company in connection with the Plan shalldeemed to ha
been duly given when received in the form specifigdhe Company at the location, or by the pergesignated by the Company
the receipt thereof .

25. Conditions Upon Issuance of Shar&hares shall not be issued with respect to an roptidess the exercise of such option anc
delivery of such shares complies with all applieglovisions of law, domestic or foreign, includimgthout limitation, the Code, tl
United States Securities Act of 1933, as amendesl United States Securities Exchange Act of 1984araended, the rules ¢
regulations promulgated thereunder, and the repgings of any stock exchange upon which the ComntockSnay then be liste
and shall be further subject to the approval ofhselifor the Company with respect to such compéanc

26. Term of Plan The Plan shall become effective on November 3, 2@0bject to and conditioned upon the stockholadrhe
Company approving the Plan at their annual meatimguch date. It shall continue in effect for artesf 15 years unless soo
terminated in accordance with its terms .

27. Severability of Provisions; Prevailing Lawhe provisions of the Plan shall be deemed sewer#tdny such provision is determir
to be unlawful or unenforceable by a court of cotapgjurisdiction or by reason of a change in apliapble statute, the Plan st
continue to exist as though such provision had mbeen included therein (or, in the case of a changan applicable statute, t
been deleted as of the date of such change). Emedhkll be governed by the laws of the State aftiNGarolina, to the extent st
laws are not in conflict with, or superseded byijteth States federal law. All times stated in thenRhall refer to the time in Durhe
North Carolina, US/.

28. Authorization to Release Necessary Persof@ainhation.

(a) As a condition of participating in the Plaack Employee hereby authorizes and directs Emplogeemployer to collec
use and transfer in electronic or other form, aaegspnal information (the “Data”) regarding Employegemployment, tt
nature and amount of Employee ' s compensationthadact and conditions of Employees 'participation in the Pl
(including, but not limited to, Employees’name, home address, telephone number, datetlof $cial security number |
any other social or national identification numbeglary, nationality, job title, number of shaodsCommon Stock held a
the details of all options or any other entitlemenshares of Common Stock awarded, cancelledcisesr or outstandin
for the purpose of implementing, administering amghaging Employees participation in the Plan. Employee underst
that the Data may be transferred to the Companwny of its Subsidiaries, or to any third partiesigting in th
implementation, administration and management efftfan, including any requisite transfer to a brakeother third par
assisting with the exercise of options under ttenRIr with whom shares of Common Stock acquirechupe@rcise of th
option or cash from the sale of such shares magepesited. Employee acknowledges that recipientheData may t
located in different countries, and those countnesy have data privacy laws and protections diffefeom those in tr
country of Employee $ residence. Furthermore, Employee acknowledgesiatierstands that the transfer of the Data t
Company or any of its Subsidiaries, or to any tipiadties is necessary for Employee ’ s participaiiothe Plan .

(b) Employee may at any time withdraw the consaetgin, by contacting Employes local human resources representati

writing. Employee further acknowledges that withwiaha of consent may affect Employees 'ability to exercise or reali
benefits from the option and Employee ’ s abildyparticipate in the Plan .
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VOTE BY INTERNET - www.proxyvote.com
Use the Internet to transmit your voting instructions and for electronic delivery of
information up until 11:59 P.M. Eastern Time the day before the cut-off date or

CREE, INC. meeting date. Have your proxy card in hand when you access the web site and
4600 SILICON DRIVE follow the instructions to obtain your records and to create an electronic voting
DURHAM, NC 27703 instruction form.

ELECTRONIC DELIVERY OF FUTURE PROXY MATERIALS

If you would like to reduce the costs incurred by our company in mailing proxy
materials, you can consent to receiving all future proxy statements, proxy cards and
annual reports electronically via e-mail or the Internet. To sign up for electronic
delivery, please follow the instructions above to vote using the Internet and, when
prompted, indicate that you agree to receive or access proxy materials
electronically in future years.

VOTE BY PHONE - 1-800-690-6903

Use any touch-tone telephone to transmit your voting instructions up until 11:59
P.M. Eastern Time the day before the cut-off date or meeting date. Have your proxy
card in hand when you call and then follow the instructions.

VOTE BY MAIL

Mark, sign and date your proxy card and return it in the postage-paid envelope we
have provided or return it to CREE, INC. c/o Broadridge, 51 Mercedes Way,
Edgewood, NY 11717.

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS:

M62319-P42811 KEEP THIS PORTION FOR YOUR RECORDS

DETACH AND RETURN THIS PORTION ONLY
THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED.

To withhold authority to vote

for any individual nominee(s),
CREE, INC. mark “For All Except” and
The Board of Directors recommends that you vote FOR the following: For Withhold For All write the number(s) of the
Vote on Directors All All Except nominee(s) on the line below.
1. ELECTION OF DIRECTORS O O O
Nominees:
01) Charles M. Swoboda 05) Alan J. Ruud
02) Clyde R. Hosein 06) Robert L. Tillman
03) Robert A. Ingram 07) Thomas H. Werner

04) Franco Plastina

The Board of Directors recommends you vote FOR the following proposals: For Against Abstain
Vote on Proposals

2. APPROVAL OF THE 2013 LONG-TERM INCENTIVE COMPENSATION PLAN. o 0O O
3. APPROVAL OF AMENDMENTS TO THE 2005 EMPLOYEE STOCK PURCHASE PLAN. o O O
4. RATIFICATION OF THE APPOINTMENT OF ERNST & YOUNG LLP AS INDEPENDENT AUDITORS FOR THE FISCAL YEAR

ENDING JUNE 29, 2014. O O O
5. ADVISORY (NONBINDING) VOTE TO APPROVE EXECUTIVE COMPENSATION. o 0O O

The shares represented by this proxy, when properly executed, will be voted in the manner directed herein by the undersigned
Shareholder(s). If no direction is made, this proxy will be voted FOR items 1, 2, 3, 4 and 5. If any other matters properly come
before the meeting or any adjournments thereof, the person named in this proxy will vote in their discretion, all as more specifically set
forth in the Notice of Annual Meeting and Proxy Statement dated September 10 , 2013, receipt of which is hereby acknowledged.

For address changes, please check this box and write

the changes on the back where indicated. O
Please indicate if you plan to attend this meeting. O O
Yes No

Please sign your name exactly as it appears on this proxy. When shares are held jointly, each holder should sign. When signing as
executor, administrator, attorney, trustee or guardian, please give full title as such. If the signer is a corporation, please sign full corporate
name by duly authorized officer, giving full title as such. If signer is a partnership, please sign in partnership name by authorized person.




Signature [PLEASE SIGN WITHIN BOX] Date Signature (Joint Owners) Date
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Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting:
The Notice and Proxy Statement and Annual Report are available at www.proxyvote.com.

M62320-P42811

ToE=&
> n .mmas &0

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

ANNUAL MEETING OF SHAREHOLDERS
OCTOBER 29, 2013

The undersigned hereby appoints Charles M. Swoboda and Bradley D. Kohn, and each of them individually, as proxies and
attorneys-in-fact of the undersigned, with full power of substitution, to represent the undersigned and to vote, in accordance with the
directions in this proxy, all of the shares of stock of Cree, Inc. that the undersigned is entitled to vote at the 2013 Annual Meeting of
Shareholders of Cree, Inc. to be held at the offices of the corporation at 4425 Silicon Drive, Durham, North Carolina 27703, on
Tuesday, October 29, 2013 at 10:00 a.m. local time, and any and all adjournments thereof.

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED AS DIRECTED BY THE SHAREHOLDER. IF NO SUCH
DIRECTIONS ARE MADE, THIS PROXY WILL BE VOTED FOR THE ELECTION OF THE NOMINEES LISTED ON THE
REVERSE SIDE FOR THE BOARD OF DIRECTORS AND FOR EACH PROPOSAL.

PLEASE MARK, SIGN, DATE AND RETURN THIS PROXY CARD PROMPTLY USING THE ENCLOSED REPLY ENVELOPE

Address Changes :

(If you noted any Address Changes above, please mark corresponding box on the reverse side.)
CONTINUED AND TO BE SIGNED ON REVERSE SIDE




