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NOTICE OF 2008 ANNUAL MEETING OF STOCKHOLDERS
Dear Stockholder:

We invite you to attend our 2008 annual meetingtotkholders, which is being held as follows:

Date; Tuesday, June 10, 20
Time: 10:00 a.m., local tim
L ocation: IPG Photonics Corporatic

50 Old Webster Roa
Oxford, Massachusetts 015

At the meeting, we will ask our stockholders to:
« elect nine directors, each for a -year term

« ratify the appointment of Deloitte & Touche LLP @# independent registered public accounting fiom f
2008;

« approve the 2008 Employee Stock Purchase Plar

 consider any other business properly presentdtbanteting

You may vote on these matters in person or by pré’yether or not you plan to attend the meetingaslethe
you promptly complete and return the enclosed prard in the enclosed addressed, po-paid envelope, so that
your shares will be represented and voted at thetingein accordance with your instructions. If yattend the
meeting, you may withdraw your proxy and vote yshares in person. Only stockholders of recordattbse of
business on April 14, 2008 may vote at the meeting.

By order of the Board of Directors,

~ va
(,2?_; /%

Angelo P. Lopresti
Vice President, General Counsel
and Secretary

April 15, 2008
Your voteisimportant. There arethree waysto vote your sharesby proxy:

« Call the tol-free number listed on your proxy ca
« Visit the Internet site address listed on your groard; or
« Complete, sign, date and return the enclosed praxy by mail in the envelope provide

If you choose to vote by mail, please do so promptly to ensurethat your proxy arrivesin sufficient time.
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| PG Photonics Cor poration
50 Old Webster Road
Oxford, M assachusetts 01540

PROXY STATEMENT FOR THE
2008 ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON JUNE 10, 2008

INFORMATION ABOUT THE MEETING

The Meeting

The 2008 annual meeting of stockholders of IPG étios Corporation will be held at 10:00 a.m., |a@@le, or
Tuesday, June 10, 2008 at the offices of IPG PhcdédDorporation, 50 Old Webster Road, Oxford, Mebgsaetts
01540. At the meeting, stockholders of record atdlese of business on April 14, 2008 who are pitese
represented by proxy will have the opportunity edevon the following matters:

« the election of nine directors, each for a-year term;

« the ratification of the appointment of Deloitte &Uche LLP as our independent registered publiclatony
firm for 2008;

« the approval of the 2008 Employee Stock Purchase; Rihc

 any other business properly presented at the nge:

This Proxy Solicitation

We have sent you this proxy statement and the sedlproxy card because our Board of Directorslisitiog
your proxy to vote at the meeting (including anjoadgnment or postponement of the meetit

» This proxy statememsummarizes information about the proposals to Insidered at the meeting and other
information you may find useful in determining htevwote.

« The proxy cards the means by which you actually authorize armgpleeson to vote your shares at the
meeting in accordance with your instructio

We will pay the cost of soliciting proxies. Ourelitors, officers and employees may solicit prokigserson,
by telephone or by other means. We will reimbunséérs and other nominee holders of shares forresgsethey
incur in forwarding proxy materials to the benedladwners of those shares. We do not currently faptain the
services of a proxy solicitation firm to assistishis solicitation.

We are mailing this proxy statement and the end@sexy card to stockholders for the first timearabout
April 21, 2008. In this mailing, we are includingapy of our 2007 Annual Report to Stockholdersiclwhincludes
our Annual Report on Form 10-K for the year ended¢@nber 31, 2007 (excluding exhibits), as filechwifite
Securities and Exchange Commission, or the SEC208& Annual Report to Stockholders is not to lymrded as
proxy soliciting material or as a communicationrbgans of which any solicitation is to be me
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Who May Vote

Holders of record of our common stock at the clafSleusiness on April 14, 2008 are entitled to oateper
share of common stock on each proposal properlydtrobefore the annual meeting.

A list of stockholders entitled to vote will be d@ahle at the annual meeting. In addition, you rnagtact our
Secretary at our corporate offices, located at Bb$ter Road, Oxford, Massachusetts 01540, to ntakegements
to review a copy of the stockholder list at thoffeces, between the hours of 9:00 a.m. and 4:30,daval time,
during the ten days before the date of the anneatimy.

How to Vote

You are entitled to one vote at the meeting fohestare of common stock registered in your nantleeatlose
of business on April 14, 2008, the record datetermeeting. You may vote your shares at the mgatiperson or

by proxy.

» To vote in personjou must attend the meeting, and then completesabrhit the ballot provided at the
meeting.

 To vote by proxyyou may:

« call the tol-free number listed on the accompanying proxy c
« visit the Internet site address listed on the agzanying proxy card; ¢
e complete, sign and date the accompanying proxy @addeturn it in the envelope provids

The person named as proxy on the accompanying mand/was designated by our Board and is one of our
officers. All proxies that are properly receivedusyprior to the meeting, and not revoked, wiliogd in
accordance with the instructions given in the prakg choice is not specified in the proxy, theiss represented
by the proxy will be voted FOR election of the dii@ nominees listed therein, FOR the ratificatifrthe
appointment of Deloitte & Touche LLP as our indegemt registered public accounting firm for 2008 &@R the
approval of the 2008 Employee Stock Purchase Ranagement is not aware of any other matters tiibbey
presented for consideration at our 2008 annualingeef stockholders. If any other matter not memid in this
proxy statement is brought before the meetingpt&y holder named in the enclosed proxy will hdiseretionary
authority to vote all proxies with respect theret@accordance with his judgment.

If you vote by proxy, you may revoke your proxyeaty time before it is exercised by taking one ef th
following actions:

» sending written notice to our Secretary at our esiliset forth in the notice of meeting appearinthercover
of this proxy statemen

« voting again by proxy on a later date;

- attending the meeting, notifying our Secretary tfat are present, and then voting in per:

Shares Held by Brokersor Nominees

If a broker or nominee holds shares of our commooksfor you in its name as record holder, thers froxy
statement may have been forwarded to you with mgatstruction card, which allows you to instrtie¢ broker or
nominee how to vote your shares on the proposalsrithed herein. To vote by proxy, you should follthe
directions provided with the voting instruction dalf your shares are held by a broker and youatgrovide
timely voting instructions, the broker may havecdiionary authority to vote your shares on mattérich are
considered routine. For non-routine matters, if gownot provide instructions, the broker will natte your shares,
which results in a “broker non-vote.” To vote y@lnares in person, you must obtain a properly ereldegal proxy
from the record holder of the shares which idegdiffou as an IPG Photonics Corporation stockha@lder
authorizes you to act on behalf of the record holdth respect to a specified number of shares.
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Quorum Required to Transact Business

At the close of business on April 14, 2008, 44,221,shares of our common stock were outstanding. Ou
bylaws require that a majority of our common stbekrepresented, in person or by proxy, at the megti order to
constitute the quorum we need to transact buseteth® meeting. We will count abstentions and brolos-votes in
determining whether a quorum exists.

Multiple Stockholders Sharing the Same Address

If you and other residents at your mailing addiess shares of the Compasycommon stock through a brol
or other nominee, you may have elected to recaiye ane copy of this proxy statement and our 200nal
Report to Stockholders. If you and other residahtgour mailing address own shares of the Compasgrismon
stock in your own names, you may have received ong/copy of this proxy statement and our 2007 AhReport
to Stockholders unless you provided our transfenagith contrary instructions. This practice, knmoas
“householding,’is designed to reduce our printing and postagesc¥stu may promptly obtain an additional cop'
this proxy statement, enclosed proxy card and 607 2nnual Report to Stockholders by sending at@ritequest
to IPG Photonics Corporation, Attention: Secret&fyOld Webster Road, Oxford, Massachusetts 01&ioy
calling our Secretary at (508) 373-1100. If youchpbur shares through a broker or other nomineenastd to
discontinue householding or to change your housigplelection, you may do so by calling 1-800-5451 or
writing to Broadridge Investor Communication SeegcAttn.: Householding Department, 51 Mercedes Way
Edgewood, New York 11717.

PROPOSAL 1: ELECTION OF DIRECTORS

The first proposal on the agenda for the meetirigaselection of nine persons to serve as direcéarsh for a
one-year term that will begin at the meeting and @nour 2009 annual meeting of stockholders, tit his
successor has been duly qualified and electechtdrhis earlier death, resignation or removal.

Nomineesfor Election

The following table sets forth certain informatias of March 31, 2008 regarding our incumbent dinsgteach
of whom has been nominated by the Board of Diradior re-election at our 2008 annual meeting ofldtolders.

Name Age Position

Valentin P. Gapontsev, Ph.I 69 Chief Executive Officer and Chairman of the Bo

Eugene Shcherbakov, Ph.| 60 Managing Director of IPG Laser and Direc

Igor Samartsev 45 Acting General Manager of NTO IRE-Polus and
Director

Robert A. Blair 61 Director

Michael C. Child 53 Director

John H. Daltor 66 Director

Henry E. Gauthie 67 Director

William S. Hurley 63 Director

William F. Krupke, Ph.D. 71 Director

Valentin P. Gapontsev, Ph.Dounded IPG in 1990 and has been our Chief Exee@fficer and Chairman of
our Board of Directors since our inception. Printhat time, he served as senior scientist in lasgerial physics
and head of the laboratory at the Soviet Acadenfcdénce’s Institute of Radio Engineering and Etadts in
Moscow. He has over thirty years of academic reseaxperience in the fields of solid state lasetemials, laser
spectroscopy and non-radiative energy transferdmtware earth ions and is the author of many tfieen
publications and several international patents @apontsev holds a Ph.D. in Physics from the Moslewstitute of
Physics and Technology. In 2006, he was awarde&hgt & Young®
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Entrepreneur of the Year Award for Industrial Pretdiand Services in New England. He is the fath&emis
Gapontsev, our Vice President-Research and Develnpm

Eugene Shcherbakov, Ph.Bas served as the Managing Director of IPG Laseblgmur German subsidiary,
since August 2000 and has been a member of oudBdddirectors since September 2000. Dr. Shcherbakoved
as the Technical Director of IPG Laser from 199%tmyust 2000. From 1983 to 1995, Dr. Shcherbakos avaenic
scientist in fiber optics and head of the opticahmunications laboratory at the General Physicstiis, Russian
Academy of Science in Moscow. Dr. Shcherbakov gasetlifrom the Moscow Physics and Technology Institu
with an M.S. in Physics. In addition, Dr. Shchenbpalkttended the Russian Academy of Science in Mesadere
he received a Ph.D. in Quantum Electronics fronhéisedev Physics Institute and a Dr.Sci. degréeager Physics
from its General Physics Institute.

Igor Samartsewas been the acting General Manager of our Russiasidiary, NTO IRBERolus, since 2005. t
served as the Technical Director of NTO IRE-Pohasif 2000 to April 2005 and, from 1993 to 2001, teswhe
Deputy Director of NTO IRE-Polus. Mr. Samartsevdsoan M.S. in Physics from the Moscow Institutébf/sics
and Technology.

Robert A. Blaithas served as a member of our Board of Directaresseptember 2000. Since January 1999,
Mr. Blair has been the President of the Blair LamwHP.C. Mr. Blair was a senior partner at the fam of Manatt,
Phelps & Phillips from 1995 to 1999. He was the aging partner of the law firm of Anderson, Hibeyguthieim &
Blair from 1981 to 1995. He is a trustee under Vi@nKrusts, previously the primary sources of ggfdt, and
owners of, real estate ventures developed by Thé Ménkler Company. Mr. Blair is managing partnéiseveral
real estate partnerships, has been a managerfyaincicellular telephone ventures and assistéderdaunch of a
VolIP business. Mr. Blair holds a B.A. in Mathematfoom the College of William & Mary, where he piausly
served on its governing Board of Visitors, andix $rom the University of Virginia School of Law.

Michael C. Childhas served as a member of our Board of Directacesseptember 2000. Since July 1982,
Mr. Child has been employed by TA Associates, lag@rivate equity investment firm, where he cuisesérves as
Managing Director. Mr. Child holds a B.S. in Elécd Engineering from the University of Califorraé Davis and
an M.B.A. from the Stanford University Graduate &alhof Business. He is on the Board of Director&afle Test
Systems, Inc.

John H. Daltorhas served as a member of our Board of Directaresseptember 2000. Since 2005, he has
been President of the Housing Policy Council of Firancial Services Roundtable. From September 2900
December 2004, Mr. Dalton served as our Presidintvas appointed Secretary of the Navy by Presi@énton in
1993 and served in that capacity until 1998. Mit@awas nominated by President Carter to be Peasiof the
Government National Mortgage Association and toRbderal Home Loan Bank Board, where he served as
Chairman. He is a member of the boards of direabFresh Del Monte Produce Inc. and eSpeed IncDdton
graduated with distinction from the United Statess&l Academy and holds an M.B.A. from the Wharteh@®l of
Finance and Commerce of the University of Pennsyéza

Henry E. Gauthiehas served as a member of our Board of Directaceshpril 2006. Mr. Gauthier was
President of Reliant Technologies, Inc., a manufactof medical laser systems, from February to @95 and
has served as Chairman of the board of directoRetiint Technologies since May 2005. Reliant Tebtbgies is
one of our customers. He also served as a constdt&eliant Technologies until December 2006. ‘Sxrtain
Relationships and Related Party Transactions. d#eesl as Vice Chairman of the board of director€alfierent,
Inc., a manufacturer of photonic products, fromdbetr 2002 to March 2005. He served as Chairmaneoboard of
directors of Coherent, Inc. from February 1997 twaber 2002 and was its President from 1983 to 188&e July
1996, Mr. Gauthier has served as a principal ati@@uConsulting. He has been a member of the bofaditectors
of Alara, Inc. since 1997. Mr. Gauthier attendeg thnited States Coast Guard Academy, San JoselBtatersity,
and the Executive Institute of the Stanford Uniitgr&raduate Business School.

William S. Hurleyhas served as a member of our Board of Directaresipril 2006. Since April 2006, he has
been principal of W.S. Hurley Financial ConsultidgC, which provides supplemental chief financial
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officer services. From 2002 to April 2006, he wasaatner with Tatum LLC, a nationwide executivevegrs and
consulting firm. He was Senior Vice President amie€Financial Officer at Applied Science & Techogy, a
developer, manufacturer and supporter of semicdndeapital equipment, from 1999 until 2001. Heveeras Vice
President and Chief Financial Officer at Cybex inétional, Inc., a designer, manufacturer and ibistor of fithess
equipment, from 1996 to 1999. From 1992 to 1995yéae Vice President-Controller and Chief Accouni@igcer
at BBN Corporation, formerly known as Bolt, Beras&lNewman, Inc., a high technology company. Mr. leyr
holds a B.S. in Accounting from Boston College andV.B.A. in Finance from Columbia University Grade
School of Business. Mr. Hurley is a certified paldiccountant.

William F. Krupke, Ph.D.has served as a member of our Board of Directaredrebruary 2001. Since 1999,
Dr. Krupke has been President of a laser technadoglyapplications consulting firm (now WFK LasdrsC). From
1972 to 1999, Dr. Krupke worked at the Lawrenceekimore National Laboratory, which provides researmuth
development services to various U.S. governmenardieyents, serving for the last twenty of such year®eputy
Associate Director of the Laser Programs Directarbie has over forty years of experience in thedief solid-
state lasers and innovative laser materials. DupKe holds a B.S. degree in Physics from RenssBlalgtechnic
Institute and M.A. and Ph.D. degrees in Physicsiftbe University of California at Los Angeles.

The nine persons receiving the greatest numbeotebwast will be elected as directors. We will cmint vote
withheld or broker non-votes when we tabulate votest for the election of a director. Consequentithheld votes
or broker non-votes or other failures to vote Walve no effect on the election of directors.

OUR BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR THE ELECTION OF MESSRS.
GAPONTSEV, SHCHERBAKOV, SAMARTSEV, BLAIR, CHILD, DALTON, GAUTHIER, HURLEY AND
KRUPKE AS DIRECTORS.

Corporate Governance

Corporate Governance GuidelinegOur Board has adopted Corporate Governance Guédelthe
“Governance Guidelines”) that outline, among otimatters, the role and functions of the Board, dsponsibilities
of various Board committees and the mission oBbard. These Governance Guidelines are availaloleg avith
other important corporate governance materialgurwebsite at www.ipgphotonics.coliVe will also provide an
electronic or paper copy of these Governance Guigkel free of charge, upon request made to oureBeygrat the
address listed on the cover of this proxy statement

The Governance Guidelines provide, among otheg#hithat:

< a majority of our Board of Directors must be indegent;
« an independent director presides over executivea@esof independent directo
« the Board appoints all members of the Board conesst

« the Audit, Compensation, and Nominating and Congo@&overnance Committees consist solely of
independent director

« the independent directors meet periodically in eXge sessions without the presence of the nonpedéent
directors or members of our managem

« directors may not serve on the boards of more tihig@® other public companies; a

« evaluations of the Board and committees are tcobewucted annually

The Board regularly reviews changing legal and latguy requirements, evolving best practices ameiot
developments. The Board may modify the Governandedelines and its other corporate governance msiand
practices from time to time, as appropriate.
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Director Nominations. The Nominating and Corporate Governance Committeélee Board considers
candidates for director nominees proposed by dire@nd stockholders. This Committee may retairuitcg
professionals to assist in identifying and evah@tiandidates for director nominees. As set fartbur Governance
Guidelines, the Board seeks members from diversiegsional backgrounds with a reputation for intggrho do
not have professional commitments that might urmealsly interfere with the demands and duties abardb
member. Candidates for director are reviewed irctirgext of the current composition of the Boah#, dperating
requirements of the Company and the long-term éstsrof the Company’s stockholders. In conductiig t
assessment, the Board considers diversity, adks akd such other factors as it deems appropgiatn the current
needs of the Board and the Company to maintairiamba of knowledge, experience and capability. @atds for
director should have certain minimum qualificatipimeluding the ability to read and understand déisancial
statements, and must be over 21 years of age asgég®the highest personal integrity and ethios.Cdmmittee
also considers whether the nominee must be indepéffior Nasdaq purposes.

All members of the Board may interview the finahdalates. The Nominating and Corporate Governance
Committee has adopted a policy under which it eathsider nominations by stockholders. The samdifgierg and
evaluating procedures apply to all candidates ficctbr nomination, including candidates submitbgd
stockholders. The Nominating and Corporate Govara&@ommittee evaluates and interviews potentiatcboa
candidates.

Director Independence.lPG follows director independence rules underddgdisting standards and SEC ru
Also, our Governance Guidelines require that a nitgjof our Board of Directors satisfy the independe rules of
the Nasdaq Global Market and the SEC. Our Nomigadimd Corporate Governance Committee has deterrttiagd
Messrs. Blair, Child, Dalton, Gauthier and Hurlexd@r. Krupke are “independent” as defined by Nasda
Rule 4200(a)(15). Our Nominating and Corporate Goaece Committee has determined that no such meinalse
relationship that would interfere with the exeraidéndependent judgment in carrying out his regilafities as a
director.

Executive SessionsOur independent directors meet privately, withmanagement present, at least four times
during the year. These private sessions are génaedll in conjunction with the regular quarterlpdd meetings.
Other private meetings are held as often as de@@egssary by the independent directors. The Aumliti@ittee,
the Compensation Committee and the Nominating asrpdate Governance Committee meet without manageme
present from time to time as they deem necessary.

Presiding Independent Directorln accordance with our Governance Guidelinesndependent director is
selected at each meeting of the Board of Diredtoeside over executive private meetings of tliependent
directors. The presiding independent director asta liaison between the independent directoroan&hief
Executive Officer and communicates to him with extgo matters discussed at executive sessionagamta item
for the Board. The position of presiding indeperidirector rotates at each meeting based uponaddirest electior
to the Board.

Director Meetings. It has been the practice of our Board to holeast four regular meetings each year. Our
Board of Directors met in person or by telephomeertimes and acted by unanimous written conserg on2007.
All of our directors attended at least 75% of tiygragate of the total number of meetings held kyBbard of
Directors and committees on which they served Bi728xcept for Mr. Samartsev, who attended 56% @ir&o
meetings.

Policy Regarding Board Attendancdn accordance with our Governance Guidelinesdinectors are
expected to prepare for, attend and actively ppéte in meetings of the Board of Directors and tngs of
committees on which they serve. Our directors apeeted to spend the time needed at each meetthtpaneet as
frequently as necessary to properly discharge tesponsibilities. We encourage members of our @taattend
annual meetings of stockholders, but we do not laafeemal policy requiring them to do so. Two of airectors
attended our 2007 annual meeting of stockholders.

Stock Ownership GuidelinesThe Board adopted stock ownership guidelineBi72o more closely align the
interests of our directors and executive officeithuhose of our stockholders. The guidelines
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provide that (i) non-employee directors should rr@man investment in our stock that is at leasiaétp five times
their annual cash Board retainer (excluding congaitetainers); (ii) the Chief Executive Officer altbmaintain an
investment in our stock that is at least equaiv® fimes his annual salary; and (iii) other exaaubfficers should
maintain an investment that is at least equal tottmes their annual salaries. In each case, trestment levels
phase in over time and the investment levels abetachieved no later than five years followingdirector’s or
executives initial election or appointment or December 1212, whichever occurs later. All directors and exae
officers are currently in compliance with our stamknership guidelines.

Shareholder CommunicationsStockholders wishing to write to the Board opadfied director or a
committee of the Board should send correspondentié@ Photonics Corporation, attention SecretadyQkl
Webster Road, Oxford, Massachusetts 01540. Alktewritcommunications received in such manner from
stockholders of the Company shall be forwardedh¢éomhembers or committee of the Board to whom the
communication is directed or, if the communicati®mot directed to any particular member(s) or cattem of the
Board, the communication shall be forwarded tarambers of the Board.

Corporate Responsibility

Code of Business ConduciVe have adopted a code of business conduct ppéiea to all of our directors and
employees, including our Chief Executive Officehi€f Financial Officer and other executive office®ur code of
business conduct includes provisions covering adefbf interest, business gifts and entertainmaumtiside
activities, compliance with laws and regulatiomsider trading practices, antitrust laws, paymémtggpovernment
personnel, bribes or kickbacks, corporate recoepitgy and accounting records. The code of busic@sduct is
posted on our website at www.ipgphotonics.com

Procedures for Submitting Complaints Regarding Aotimg and Auditing Matters.Our Audit Committee has
adopted procedures for the treatment of compla@garding accounting, internal accounting conteslauditing
matters, including procedures for the confiderdiadl anonymous submission by our directors, offiaes
employees of concerns regarding questionable atiogyimternal accounting controls or auditing reest These
procedures are posted on our website at www.ip@uiicg.com.

Committees of the Board

Our Board has three separate standing committeegiudit Committee, the Compensation Committeetaad
Nominating and Corporate Governance Committee. Eanimittee operates under a written charter addptdatie
Board. Copies of the charters of all standing cotte®s are available on our website at www.ipgphiotboom.We
will also provide electronic or paper copies of Hti@nding committee charters free of charge, upqoest made to
our Secretary.

Audit Committee. The current members of our Audit Committee are IMirrley, who serves as Chairman,
Mr. Child and Mr. Gauthier, each of whom is “indegent” for Audit Committee purposes under the ayaie
rules of the Nasdag Global Market and the SEC.Ndminating and Corporate Governance Committee has
determined that Mr. Hurley qualifies as an “auditnenittee financial expert,” as defined under theusidies
Exchange Act of 1934 and the applicable rules eMNlasdaq Global Market. The Audit Committee mgiénson or
by telephone ten times in 2007. The Audit Commijteaeong other things:

 appoints, approves the fees of, and assessesdqgeindence of our independent registered publmuating
firm;

 reviews the Audit Committee charter annually armbremends any necessary amendments to such clrarter t
our Board;

» oversees the work of our independent registeretiqgpatcounting firm, which includes the receipt and
consideration of certain reports from the indepandegistered public accounting fin

« resolves disagreements between management anddapeindent registered public accounting fi
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 pre-approves auditing and permissible non-auditices, and the terms of such services, to be peavity
our independent registered public accounting f

« reviews and discusses with management and our émdent registered public accounting firm our annual
and quarterly financial statements and relatedalisces;

« coordinates the oversight of our internal and ewkecontrols over financial reporting, disclosuoatols anc
procedures and code of business conduct and €

« establishes, reviews and updates our code of lsstmnduct and ethic

« establishes procedures for the receipt of accog-related complaints and concer

« meets independently with our independent registpudadic accounting firm and manageme
 prepares the Audit Committee report required by S8HES to be included in our proxy statements;

» performs any other activities consistent with tiaiter, the Company’s bylaws, and governing lavthas
Board deems necessary or appropti

Compensation CommitteeThe current members of our Compensation CommétteéVir. Blair, who serves as
Chairman, Mr. Child and Mr. Gauthier, each of whisran independent director. The Compensation Cotaenihet
in person or by telephone five times in 2007. Tlen@ensation Committee, among other things:

» annually reviews and approves base salary andtimeatompensation for our Chief Executive Officather
officers and key executive

 reviews and approves corporate goals and objeataélegant to compensation of our Chief Executivédef,
other officers and key executive

« evaluates the performance of our Chief Executiviic&fin light of our corporate goals and object\and
determines the compensation of our Chief Execuiffecer;

* periodically reviews compensation practices, procesl and policies throughout the Company;

* reviews and recommends to the Board compensatiandmbers of the Boar

Nominating and Corporate Governance Committ&éhe current members of our Nominating and Corgora
Governance Committee are Dr. Krupke, who serveshasrman, Mr. Blair, Mr. Dalton and Mr. Hurley, daof
whom is an independent director. Mr. Dalton joitleel Committee in March 2008. The Nominating andpBaate
Governance Committee met in person or by telepsongmes in 2007. The Nominating and Corporate €&pance
Committee, among other things:

 develops and recommends to the Board criteriadardmembershig

« recommends to the Board changes that the Comnhi¢iésves to be desirable with regard to the apmaugpr
size, functions and needs of the Bo:

« identifies and evaluates director candidates, dioly nominees recommended by our stockholc
« identifies individuals qualified to fill vacancie® any committee of the Boar
* reviews procedures for stockholders to submit renemdations for director candidat

» recommends to the Board the persons to be nomifatedection as directors and to each of the Bsard
committees

« reviews the performance of the Committee and etaduigs charter periodicall
« develops and recommends to the Board a set of i@gpgovernance guidelines; &

 reviews and approves related party transact
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Compensation Committee Interlocks and Insider Participation

None of our executive officers serves as a membtrecboard of directors or compensation committe@the
committee serving an equivalent function, of arfyeotentity that has one or more of its executifieefs serving as
a member of our Board of Directors or Compensafiommittee.

DIRECTOR COMPENSATION

The following table summarizes the compensatioaamh of our non-employee directors for the fisealry
ended December 31, 2007:

Fees Earned

or Paid in Option Awards
Name Cash ($) [©]E) Total ($)
Robert A. Blair(2) 50,00( 21,56 71,56
Michael H. Child(2)(3) — 21,56: 21,56
John H. Dalton(2 30,00( 21,56: 51,56
Henry E. Gauthier(2 47,59( 26,41¢ 74,00¢
William S. Hurley(2) 55,00( 26,41¢ 81,41¢

William F. Krupke(2) 40,00( 18,02¢ 58,02¢

(1) Valuation based on the dollar amount of option tg@aacognized for financial statement reportingppses
pursuant to Statement of Financial Accounting Saatsl No. 123(R);Share-Based Payment("SFAS 123
(R)"), with respect to 2007. The assumptions thatused with respect to the valuation of option tgrame set
forth in Note 2 to our Consolidated Financial Stag@ts in our Annual Report on Form 10-K filed witie
SEC on March 13, 2008. Each director was grantéidrgpto purchase 6,667 shares on June 12, 2087 at
exercise price of $20.32 per share that vest awaryears. The grant date fair value of each sptiow award
issued in 2007 is $87,93

(2) As of December 31, 2007, Mr. Blair owned optionptmchase 28,334 shares, 6,666 of which were vested
Mr. Child owned options to purchase 100,002 shareshich 78,334 were vested; Mr. Dalton owned apsi
to purchase 33,334 shares, of which 11,666 weredebir. Gauthier owned options to purchase
21,667 shares, of which 5,000 were vested; Mr. &juolwned options to purchase 26,677 shares, 1@000
which were vested; and Dr. Krupke owned optiongurchase 33,334 shares, of which 11,166 were ve

(3) Mr. Child waived his cash compensation for 2007 pndr years

Director Compensation Plan

Our non-employee director compensation plan pra@/fdeboth cash and equity compensation for our non
employee directors. The principal features of the-employee director compensation plan are describ&mhb The
Board determines director compensation based umpreview and recommendation of the Compensation
Committee. The Board adopted the non-employeetdireompensation plan described below in June 20@8
consideration of an independent director compenisatirvey and consideration of independent director
compensation at several publicly held companiesimindustry or with which the directors were famnilthat were
comparable in size to the Company. In 2006, managegathered director compensation information for
comparable companies and developed preliminarymewndations for consideration by the Compensation
Committee and the Board.

In 2007, the Compensation Committee engaged Radfordeys + Consulting, a unit of Aon Consulting
(“Radford”), an independent compensation consultanprovide a comprehensive review on compensdtion
membership on the Board and its committees andatcemecommendations from time to time to the BeutH
regard to such compensation matters. Based upaothpensation assessment practices relative tpesrs and
other market data provided by Radford, the Boatdrd@ned not to change director compensation irv200
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We also reimburse directors for all reasonableafitgocket expenses incurred for attending Board and
committee meetings. Non-employee directors do extive any additional payments or perquisites.dbams who
are also our employees receive no additional cosgiem for their service as directors.

Our Certificate of Incorporation limits the persohability of our directors for breaches by therntbeir
fiduciary duties. Our Certificate of Incorporaticgquires us to indemnify our directors to the fellextent permitte
by the Delaware General Corporation Law. We hase ahtered into indemnification agreements wittohdur
directors and we have purchased directors’ andefi liability insurance.

Cash Compensation

Our non-employee directors have the right to rexéie annual retainers from us set forth in théetbblow.
Directors do not receive separate fees for attgndiaetings of the Board, committees or stockholders

Amount

Board Retaine $30,00(
Audit Committee Retainel

Chair $20,00(

Non-Chair $10,00(
Compensation Committee Retain

Chair $15,00(

Non-Chair $ 7,50(
Nominating and Corporate Governance Committee Rets

Chair $10,00(

Non-Chair $ 5,00(

Equity Compensation

Pursuant to our non-employee director compensaiim that we adopted in 2006, non-employee director
continuing in office after each annual meetingtotkholders receive, effective following the megtia grant of
stock options to purchase 6,667 shares of our canstoxk vesting in four equal annual installmebtgon initial
election to the Board, each new non-employee dirgeceives a grant of stock options to purchase@®0shares of
our common stock vesting in four equal annual lfreents. The exercise price of each of these stptions was
not less than the fair market value of our comntonlkson the date of grant. The non-employee directo
compensation plan provides that, with respect tmop granted after the adoption of the plan, angotbr who
retires after at least eight years of service enBbard will be entitled to full vesting of all apts then held by such
director. Our non-employee directors stock optitamps described under “Executive Compensation -8020
Incentive Compensation Plan, 2006 Incentive Comauéns Plan and Non-Employee Directors Stock Plan.”

PROPOSAL 2: RATIFICATION OF APPOINTMENT OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Deloitte & Touche LLP currently serves as our inglggent registered public accounting firm and addater
consolidated financial statements for the year didlecember 31, 2007. Our Audit Committee has apedin
Deloitte & Touche LLP to serve as our independegtstered public accounting firm for 2008, and daduct an
integrated audit of our consolidated financialestaents for the year ending December 31, 2008 andrahternal
control over financial reporting as of December Z108.

Our Audit Committee is responsible for selecting appointing our independent registered public anting
firm, and this appointment is not required to bifiel by our stockholders. However, our Audit Coittee has
recommended that the Board of Directors submitrtiagter to the stockholders as a matter of gooparate
practice. If the stockholders fail to ratify thepgintment, the Audit Committee will reconsider weatto retain
Deloitte & Touche LLP, and may retain that firmasrother without re-submitting the matter
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to our stockholders. Even if the appointment iffieat, the Audit Committee may, in its discretiatirect the
appointment of a different independent registendalip accounting firm at any time during the yefdt determines
that such a change would be in the best interésteedcCompany and our stockholders.

In order to pass, this proposal must receive a rtjof the votes cast. We will count abstentions bot broke
non-votes when we tabulate votes cast and, asiHi, r&is abstention with respect to this proposdlihvave the same
effect as a vote against the proposal.

We expect that representatives of Deloitte & Toulche will attend the meeting, will have an oppoiityrio
make a statement if they desire to do so, andbsikvailable to respond to appropriate questions.

OUR BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR THE PROPOSAL TO RATIFY
THE APPOINTMENT OF DELOITTE & TOUCHE LLP ASOUR INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM FOR 2008.

Fees Paid to Deloitte & ToucheLLP

The fees for services provided by Deloitte & Touth®, member firm of Deloitte Touche Tohmatsu, émeir
respective affiliates (collectively, “Deloitte & Tiche”), to the Company in the last two fiscal yesese as follows:

Fees
Fee Category 2007 2006
Audit fees $974,35:  $1,033,37!
Tax fees — $ 2067
Total Fees $974,35:  $1,054,04i

Audit fees. These fees comprise fees for professional sexvadered in connection with the audit of the
Company’s consolidated financial statements thatastomary under auditing standards generallypaeden the
United States. Audit fees also include fees forsemits and reviews related to SEC filings and qgrservices witl
respect to the preparation of our unaudited qugrtierancial statements. During 2006, the audisfegated to
various audit services associated with the iniighlic offering of our common stock in December @@the “IPO”)
totaled $0.8 million.

Tax fees. Fees for tax services consisted of fees for tempdiance services and tax planning and advice
services.

Tax compliance services are services rendered hggedfacts already in existence or transactioashhve
already occurred to document, compute and obtarergaent approval for amounts to be included infilings anc
consisted of (i) federal, state and local incomxerédurn assistance, (ii) sales and use, propeidyosher tax return
assistance and (iii) assistance with tax auditsagopeals.

Tax planning and advice are services renderedre#ipect to proposed transactions or that altexrss#ction to
obtain a particular tax result. Such services aediof tax advice related to (i) certain interleghl restructuring
actions and other intra-group restructuring acti@istransfer pricing and (iii) other miscellaneoconsultations.

The Audit Committee has concluded that the prouisibthe non-audit services listed above is coestswith
maintaining the independence of Deloitte & Touche.

Policy on Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of I ndependent
Registered Public Accounting Firm

The Audit Committee pre-approves all audit and pssible non-audit services provided by the indepaid
registered public accounting firm. These servicey mclude audit services, audit-related servicebtax services
as well as specifically designated non-audit sevibat, in the opinion of the Audit Committee,lwibt impair the
independence of the independent registered putdicuanting firm. Pre-
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approval is generally provided for each fiscal yaad any pre-approval is detailed as to the pdaicservice or
category of services and is generally subjectgpegific budget. The independent registered puatgigounting firm
and our management are required to periodicallgniap the Audit Committee regarding the extenseivices
provided by the independent registered public aating firm in accordance with this pre-approvatliuding the
fees for the services performed to date. In additioe Audit Committee also may pre-approve paldicservices on
a case-by-case basis, as required.

AUDIT COMMITTEE REPORT

The primary role of the Audit Committee is to as#i® Board of Directors in fulfilling its oversigh
responsibilities by reviewing the financial infortimam proposed to be provided to stockholders ahdrst the
adequacy of the system of internal control ovearfitial reporting and disclosure controls and pracesiestablishe
by management and the Board, and the audit precesthe independent auditors’ qualifications, iretetence and
performance.

Management has primary responsibility for the ficiahstatements and is responsible for establisairdy
maintaining the Company’s system of internal cdstemd for preparation of the Company’s financtateaments.
The Company’s independent registered public ac@ogifirm, Deloitte & Touche LLP, is responsible for
performing an integrated audit of the Company’ssotidated financial statements and the effectiveésnternal
controls over financial reporting in accordancehwgienerally accepted auditing standards and issuingpinion on
the financial statements and the effectivenesatefmal controls over financial reporting. The Audbommittee has
met and held discussions with management and thg&ay’s independent auditors, and has also metaepa
with the Company’s independent auditors, withouhaggement present, to review the adequacy of thep@oy’s
internal controls, financial reporting practicesl audit process.

The Audit Committee has reviewed and discusse€tmapany’s audited consolidated financial statemfamts
the year ended December 31, 2007 with managemdnharindependent auditors. As part of this revigne,Audit
Committee discussed with Deloitte & Touche LLP ¢oenmunications required by generally accepted sgdit
standards, including those described in Stateme@tudliting Standards No. 61, as amenddimmunication with
Audit Committeesas well as the results of their audit of the effetess of internal controls over financial repay!

The Audit Committee has received from Deloitte &i€he LLP a written statement describing all relaglips
between that firm and the Company that might beahe auditors’ independence, consistent with ledepnce
Standards Board Standard Nolridependence Discussions with Audit Committékes.Audit Committee has
discussed the written statement with the indeperaditors and has considered whether the indepéradelitors’
provision of any consultation and other non-aueitiEes to the Company is compatible with maintagrthe
auditors’ independence.

Based on the above-mentioned reviews and discusgiith management and the independent auditors, the
Audit Committee recommended to the Board of Direxthat the Company’s audited consolidated findncia
statements be included in its Annual Report on FbBRK for the year ended December 31, 2007, ad filith the
SEC.

AUDIT COMMITTEE

William S. Hurley,Chair
Michael C. Child
Henry E. Gauthier
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PROPOSAL 3: APPROVAL OF
THE 2008 EMPLOYEE STOCK PURCHASE PLAN

Stockholders are being asked to approve our newose stock purchase plan, the 2008 Employee Stock
Purchase Plan (the “Purchase Plan”). The Boardibétsmined that it is in our and our stockholdestliaterests to
have an employee stock purchase plan.

A total of 400,000 shares of our common stock dllmade available for purchase under the PurcHaselR
addition, the Purchase Plan provides for an anngedase in the number of shares available forhase under the
Purchase Plan on the first day of each fiscal yaxgural to the greater of (i) the number of shafemmmon stock
available under the Purchase Plan as of the |gsbfdhe immediately preceding fiscal year andtfig lesser of
(A) 400,000 shares of common stock and (B) 0.75%hefoutstanding shares of common stock on theliasof the
immediately preceding fiscal year.

Vote Required

In order to pass, this proposal must receive a rtjof the votes cast. We will count abstentions bot broke
non-votes when we tabulate votes cast and, asiHi, r&is abstention with respect to this proposdlihvave the same
effect as a vote against this proposal.

Description of the 2008 Employee Stock Purchase Plan

The following is a summary of the principal featia the Purchase Plan and its operation. The suynisia
qualified in its entirety by reference to the Pash Plan, a copy of which is attached as Appendixthis proxy
statement.

General. The Purchase Plan was adopted by the Board ioiM2008, subject to stockholder approval at the
Annual Meeting. The purpose of the Purchase Plém fisovide employees with an opportunity to pusshahares
our common stock through accumulated payroll dédnst The Purchase Plan is intended to qualifynesnaployee
stock purchase plan under Section 423 of the latdRevenue Code. Prior to the adoption of the RagetPlan, we
did not have an employee stock purchase plan.

Administration. The Board or committee of independent directppoanted by the Board (referred to as the
“Administrator”) administers the Purchase Plan. duestions of interpretation or application of Eechase Plan
are determined by the Administrator and its deassiare final, conclusive and binding upon all gasants.

Eligibility. Each of our employees or the employees of ousididries who is an employee and whose
customary employment with us or one of our subsigkas at least twenty hours per week and mone five
months in a calendar year is eligible to participatthe Purchase Plan, subject to the laws put$aavhich our
subsidiaries operate. In addition, an employee megmployed by us or by a designated subsidiargtfleast six
months prior becoming eligible to participate ie furchase Plan. However, an employee cannot bhéedrany
rights to purchase shares under the Purchasedtaa extent that (i) immediately after the granich employee
would own 5% or more of the total combined votirgyver or value of all classes of our capital stockhe capital
stock of one of the subsidiaries, or (ii) the enyplgs rights to purchase stock under all of our legge stock
purchase plans accrue at a rate that exceeds $2bdith of our stock (determined at the fair mankatie of the
shares at the time such option is granted) for eatdndar year in which such rights are outstandksgof
December 31, 2007, we and our subsidiaries haczippately 1,300 employees.

Offering Period. The Purchase Plan provides for consecutive, menkapping six-month offering periods.
Unless the Administrator determines otherwise affering periods generally begin on the first tragiday on or
after January 1 and July 1 of each year, excepthiedirst offering period will commence and emdtbe trading
days selected by the Administrator in accordandk @ection 423 of the Internal Revenue Code. Abiginning o
each offering period, each participant is deemeduhie been granted an option to purchase shams cbmmon
stock. The option is automatically exercised onlésetrading day
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of the offering period and the amounts deductedaacdmulated by the participant are used to puechhares of
our common stock.

Participation. To participate in the Purchase Plan, an eligitployee must authorize payroll deductions
pursuant to the Purchase Plan. Such payroll dezhscthust be in whole percentages not to exceeddf@b
participants compensation during the offering period. Onceraployee becomes a participant in the Purchase
the employee automatically will participate in eacizcessive offering period until the employgeemployment witl
us and the designated subsidiaries terminategtidthe employee elects to terminate participafoior to and
effective upon the next offering period.

Purchase Price. Shares of our common stock may be purchased thel€urchase Plan at a purchase price
equal to 85% of the lesser of the fair market valilhe common stock on (i) the first trading ddyhe offering
period or (ii) the last trading day of the offeripgriod. The fair market value of our common stoolkany relevant
date will be the closing price per share as quotethe Nasdaqg Global Market and reporteditie Wall Street
Journalor such other source as the Administrator deenbtel

Purchase of SharesThe number of shares of our common stock tharicgpant may purchase at the end of
an offering period will be determined by dividirgettotal amount of payroll deductions withheld frime
participant’s compensation during that offeringipéiby the purchase price; provided, however, ghaarticipant
may not purchase more than a number of shareswattt by dividing $12,500 by the fair market vabfea share
on the first trading day of the offering period.rig the offering period, a participant may notatistinue his or he
participation in the Purchase Plan and may notedeser or increase the rate of payroll deductioas iaffering
period.

All payroll deductions made for a participant aredited to the participant’s account under the Rase Plan
and are included in our general funds. Funds redeby us pursuant to exercises under the Purchasaf® also
used for general corporate purposes. A participayt not make any additional payments into his ordeceount.

Withdrawal. Generally, a participant may not elect to withdfeom or change his or her payroll deduction
election during an offering period.

Termination of EmploymentUpon termination of a participant's employmentday reason, including
disability or death, the payroll deductions crediite the participant’'s account (to the extent remdito make a
purchase of our common stock) will be returnedito or her or, in the case of death, to the persqrecsons
entitled thereto as provided in the Purchase Riad the participant’s option will automatically teeminated.

Adjustments; Change of Controln the event that any change to the outstandimgneon stock occurs
(whether by reason of any recapitalization, stagidénd, stock split, exchange or combination adrsls or other
change in corporate structure), the Administratiirmake adjustments to preserve the benefits utigePlan.
These may include appropriate adjustments to:

» the number and class of securities that may bedssudelivered under the Purchase P
 the number of securities purchasable per partitigaring any Purchase Plan offering;
« the purchase price per she

It is intended that any adjustments will prevent ditution or enlargement of rights under the Plarthe event
of various corporate events such as our dissolaidiguidation, or a merger, or a sale of all obstantially all of
our assets, the Plan offering which would othenkisén effect on the date of the event will accaierand will end
on the last pay day before the date of the evamth@t date, all outstanding purchase rights witbenatically be
exercised.

Amendment and Termination of the Plaifthe Board may, in its sole discretion, termiratamend the Plan,
but the amendment and termination of the Plan nedadversely affect outstanding purchase righteauit the
consent of the holders of those rights. The appraiviine stockholders is required to alter the aggte number of
shares that may be issued under the Plan (exaeitf@djustments and annual increases
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provided for in the Plan) or the class of employel@gble to receive offerings of shares underften. If we
terminate the Purchase Plan, we may end an offpenigd and accelerate the exercise date of adtanding
purchase rights. We will refund (without interestly remaining payroll deductions after we termirthtePurchase
Plan.

New Plan Benefits.Participation in the Purchase Plan is voluntamy depends on each eligible employee’s
election to participate and his or her determimatie to the level of payroll deductions. Accordinduture
purchases under the employee stock purchase @aroadeterminable. Non-employee directors areshigible to
participate in the Purchase Plan. We cannot deterthie benefits that our executive officers an@éioémployees
may receive under the Purchase Plan. No purchasestieen made under the Purchase Plan since jii@dby
the Board.

Federal Income Tax Consider ations

The following summary of the effect of U.S. fedaralome taxation upon the participants and us véfipect t
the shares purchased under the Purchase Plan algmsrport to be complete, and does not discustathe
consequences of a participant’s death or the indamtaws of any state or foreign country in whibk participant
may reside.

The Purchase Plan, and the right of participanteake purchases thereunder, are intended to qualdgr the
provisions of Sections 421 and 423 of the InteReenue Code. Under these provisions, no incoméwilaxable
to a participant until the shares purchased undePurchase Plan are sold or otherwise disposédpoh sale or
other disposition of the shares, the participamiegally will be subject to tax in an amount thapeleds upon the
holding period. If the shares are sold or otherwisposed of more than two years from the firgditrg day of the
applicable offering period and one year from thpligpble date of purchase, the participant willogtize ordinary
income measured as the lesser of (i) the excetb®e dhir market value of the shares at the timsugh sale or
disposition over the purchase price or (ii) theesscof the fair market value of the shares onitketfading day of
the applicable offering period over the purchaseepiAny additional gain will be treated as longatecapital gain.

If the shares are sold or otherwise disposed afrbethe expiration of these holding periods, theigipant will
recognize ordinary income generally measured asxbess of the fair market value of the shareherdate the
shares are purchased over the purchase price. diitjamal gain or loss on such sale or dispositighbe long-
term or short-term capital gain or loss, dependindiow long the shares have been held from theadgterchase.
We generally are not entitled to a deduction fopants taxed as ordinary income or capital gain parsicipant
except to the extent of ordinary income recognizggarticipants upon a sale or disposition of sharér to the
expiration of the holding periods described above.

Information Regarding Equity Compensation Plans

The following table sets forth information with pest to securities authorized for issuance undeequity
compensation plans as of December 31, 2007:

Number of
Securities
Number of Remaining Available
Securitiesto be for Future lssuance
Issued Upon Under Equity
Exercise of Weighted-Average Compensations Plans
Outstanding Exer cise Price of (Excluding
Options, Warrants Outstanding, Securities
and Rights Warrants and Rights Reflected in Column
Plan Category (@) (b) (&) (c)
Equity Compensation Plans Approved by Sec
Holders 3,498,641 $ 4.27 2,878,911
Equity Compensation Plans Not Approved by
Security Holder: 33,33« % 1.5C —
Total 3,531,98I 2,878,91.
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The equity compensation plan not approved by sgcholders includes a ngplan grant of stock options by t
Board of Directors in March 2000 to a non-emplogdeisor. The stock options were non-qualified stopions to
purchase common stock at an exercise price of §lebBhare. These options vested immediately apidesia
March 2010.

OUR BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR THE ADOPTION OF THE 2008
EMPLOYEE STOCK PURCHASE PLAN.

EXECUTIVE OFFICERS

The following table sets forth certain informatiggarding our executive officers as of March 310&0

Name Age Position

Valentin P. Gapontsev, Ph.I 69 Chief Executive Officer and Chairman of the Bo
Eugene Shcherbakov, Ph.| 60 Managing Director of IPG Las!

Timothy P.V. Mammel 38 Chief Financial Officer and Vice Preside

Angelo P. Lopresi 44 General Counsel, Secretary and Vice Presi
Alexander Ovtchinnikov, Ph.D 47 Vice Presider-Component:

George H. BuAbbud, Ph.C 53 Vice Presider-Telecommunications Produc
Denis Gapontsev, Ph.L 35 Vice Presider-Research and Developme

Igor Samartse 45 Acting General Manager of NTO If-Polus
William S. Shinel 66 Vice Presider-Industrial Market:s

The biographies of Dr. Valentin P. Gapontsev, Dict&rbakov and Mr. Samartsev are presented on Bages
and 4. The biographies of our other executive effare presented below.

Timothy P.V. Mammelmas served as our Chief Financial Officer sincg 2000 and a Vice President since
November 2000. Between May 1999 and July 2000, MMmmen served as the Group Finance Director ane@ @k
Manager of the United Kingdom operations for IPRMD. Mammen was Finance Director and General Manafger
United Partners Plc, a commodities trading firmonirl995 to 1999 and prior to that he worked infih@nce
department of E.I. du Pont de Nemours and CompdnyMammen holds an Upper Second B.Sc. Honoursegegr
in International Trade and Development from the dam School of Economics and Political Science aral i
Chartered Accountant and a member of the Instidfi@hartered Accountants of Scotland.

Angelo P. Loprestias served as our General Counsel and Secretagnanof our Vice Presidents since
February 2001. Prior to joining us, Mr. Loprestisaapartner at the law firm of Winston & Strawnnfrd999 to
2001. Prior to that, he was a partner at the law &f Hertzog, Calamari & Gleason from 1998 to 199@ an
associate there from 1991 to 1998. Mr. Loprestilbal B.A. in Economics from Trinity College and.B.¥rom the
New York University School of Law

Alexander Ovtchinnikov, Ph.Chas served as our Vice President, Components, Sieggeember 2005 and as
Director of Material Sciences from October 2005&ptember 2005. Prior to joining us, Dr. Ovtchimikvas
Material Science Manager of Lasertel, Inc., a makdrigh-power semiconductor lasers, from 19990612 For
15 years prior to joining Lasertel, Inc., he workedthe development and commercialization of higivgr diode
pump technology at the loffe Institute, Tamperevédrsity of Technology, Coherent, Inc. and Spectigsits
Corporation. He holds an M.S. in Electrical Engitireg from the Electrotechnical University of St.t@sburg,
Russia, and a Ph.D. from loffe Institute of the ftais Academy of Sciences.

George H. BuAbbud, Ph.Dhas served as our Vice President, Telecommuaitafroducts, since July 2002.
Prior to joining us, Dr. BuAbbud was Vice Presidant Chief Technical Officer for the Access NetwBgstems
division of Marconi Communications, Inc., a makétedlecommunications systems, from 1999 to 2002hélds a
B.E. in Electrical Engineering from the Americanilbrsity of Beirut and an M.Sc. and a Ph.D. in Hieal
Engineering from the University of Nebraska.
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Denis Gapontsev, Ph.Dhas served as our Vice President of Researcibanelopment since August 2000.
From 2000 until 2005, he was also a member of @mar® of Directors. From 1994 to 1996, Dr. Gapontserked
as a scientist at NTO IRE-Polus. He worked at IRfeln 1996 to 1998 and at IPG Laser from 1999 to02@¢here
he researched fiber lasers and raman fiber laBer§&apontsev holds a B.S. and an M.S. in Physams the
Moscow Physics and Technology Institute and a Pfidbn the University of London. He is the son of Dalentin
P. Gapontsev.

William S. Shinehas served as our Vice President-Industrial Markietse March 2007 and as Director of
Industrial Markets since August 2002. Prior to jogus, Mr. Shiner was Vice President of SalesMadketing for
Coherent Industrial from 1980 to 1995 and Chief @peg Officer for Convergent Prima from 1995 td20He is
the current President of the Laser Institute of Aioge Mr. Shiner holds a B.S.E.E. and an M.B.AnirBlortheaster
University.

COMPENSATION DISCUSSION AND ANALYSIS

Compensation Program Objectives and Philosophy

We believe that our success depends on the codtcargributions of our executive officers. We ref@iour
Chief Executive Officer, Chief Financial Officerdwour three other most highly compensated execofiveers, as
“Named Executive Officers.” Our executive compeiwsaprograms are designed with the philosophy wéeting,
motivating and retaining experienced and qualiégdcutive officers and recognizing individual meuitd overall
business results.

In General
The objectives of our compensation programs are to:

« attract and retain talented and experienced exaxs;

« motivate and reward executives whose knowledgés siid performance are critical to achieving smat
business objective:

« align the interests of our executive officers atmtikholders by motivating executive officers tore@se
stockholder value

* incent future performance through both short-tena lang-term financial incentives to build a sustdile
company and foster the creation of stockholderesadund

- foster a shared commitment among executives thresggblishment of uniform company go:

In order to be effective, we believe our executisenpensation program should meet the needs ofahg@ny
our employees and our stockholders. Our policiesatso intended to support the attainment of catesgic
objectives by tying the interests of our executfficers with those of our stockholders througtaficial and
operational performance goals and equity-based easgtion.

How We Determine and Assess Executive Compensation

Role of the Compensation CommitteEhe Compensation Committee of our Board detersyiapproves and
administers the compensation of our executive efficincluding our Named Executive Officers. Ounpensation
Committee is also responsible for making recommgons to the Board with respect to the adoptiostotk and
benefit plans. The Compensation Committee may dédeguthority whenever it deems appropriate, bdidihot do
so in 2007.

Our Compensation Committee’s policy is to set seax@cutive pay in accordance with the objectivisdhe
Company’s compensation programs as described abowver view, the Company’s executive compensation
program provides an overall level of compensatippastunity that is competitive with other comparieshe laser
source and photonics industry, as well as withcader group of companies of comparable size anglexity that
have similar growth rates and international scémtual compensation levels may be

17




Table of Contents

greater or less than average competitive levelgiged by similar companies based upon annual amg-ierm
Company performance, as well as individual perfaroeg contributions, skills, experience and respulities.

Prior to December 2005, the non-employee direcinreur Board determined and approved the compemsati
of our executive officers and negotiated employnagmeements to retain key management and proathditst
during our critical periods of growth. In Decemi2€05, the Compensation Committee assumed the reifjidies
of determining and approving executive officer cemgation in addition to the other matters set fortie
Compensation Committee charter. We completed oQritPDecember 2006. The Compensation Committeews n
comprised of three independent directors: RobeBIair, Chair, Michael C. Child and Henry E. GaathiTwo of
the Committee members have experience serving mpeonsation committees of publicly traded compaaresone
member was the president and chief executive afti€a publicly traded photonics company.

Role of Executive Officers in Compensation Decisiolmhe Compensation Committee regularly meets with
Dr. Valentin Gapontsev, our Chief Executive Officier obtain recommendations with respect to thepmmation
programs, practices and packages for our NameduixeOfficers. Additionally, Mr. Mammen, our Chief
Financial Officer, and Mr. Lopresti, our Generaludsel, are regularly invited to meetings of the @ensation
Committee or otherwise asked to assist the Comenifach assistance includes providing financiarmétion and
analysis for the Compensation Committee and itspaarsation consultants, taking minutes of the mgeimn
providing legal advice, developing compensatiormppsals for consideration, and providing insightgarding our
employees (executive and otherwise). The Named WEixecOfficers will attend portions of Compensation
Committee meetings when requested, but leave tletimgys as appropriate when matters that will péaéintaffect
them personally are discussed. From time to timtside legal counsel and the compensation consgwtsnd
Compensation Committee meetings. The Compensatiomgittee makes decisions regarding Dr. Valentin
Gapontsev’s compensation without him present.

Role of Compensation Consultanin 2007, the Compensation Committee engaged Raddo independent
compensation consultant, to conduct a comprehensitew and analysis of our executive compensgirogram
and to make recommendations. The compensation kkansprovides the Compensation Committee with an
independent evaluation of an executive compensadiot is available as needed by the Committeedwighe advice
and counsel. Prior to our IPO in December 2006 Ctimpany did not employ the services of a compé@nsat
consultant.

This review and analysis was requested by the Cosgtion Committee. Radford serves at the discretfdhe
Compensation Committee and does no other workh®Company other than that authorized by the Cosgiem
Committee. The Compensation Committee believesitigtritical for the compensation consultanttmfer with
management for perspective on the impact of congiEmsrecommendations.

Pay Positioning Strategy and Benchmarking of Compensation

We strive to position the midpoint of the Compangigget compensation ranges near the 50th perearftdur
peers, resulting in targeted total compensatiohisheompetitive within our labor market for penfance that meets
the objectives established by the Compensation dtisenAn individual's actual salary, non-equitgémtive
compensation opportunity and equity compensation faabelow or above the target position basedhean
individual's experience, seniority, skills, knowtgg] performance and contributions. These fact@svaighed
individually by the Compensation Committee in iidgment, and no single factor takes precedenceatkiers nor
is any formula used in making these decisions. Thief Executive Officess review of the performance of his dir
reports is carefully considered by the Compensdliommittee in making individual pay decisions. Addtpay will
be higher or lower than the targeted amounts foh @dividual based primarily on Company performanc

In analyzing our executive compensation prograuting to this target market positioning, the Congadion
Committee utilizes a comparative analysis of thegensation of our executive officers measured ajailgroup o
peer companies selected with the assistance obRhdhd management. For 2007, the peer companiesiad
industry peer companies and high-technology congsathiat recently became
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publicly traded (“high-tech companies”). The indygteers were Avanex Corporation, Cognex Corponat@SI
Group Inc., Newport Corporation, Optium CorporatiBalomar Medical Technologies, Inc., and Rofinasin
Technologies Inc. The high-technology companieswame Packet, Inc, Eagle Test Systems, Inc., Bikdr,
Inc., Globalstar, Inc., Hittite Microwave Corpoiati Nextest Systems Corporation, NTELOS HoldinggpGo
Synchronoss Technologies, Inc., Thermage, IncMaidano Corporation.

The Compensation Committee reviews the peer granpally to ensure that the comparisons are meauingf
Several factors were considered in selecting tlee geup in 2007, the most important of which were:

* Industry (primarily laser, semiconductor, opticahgponents and related device companies);

« Revenue and employee levels (primarily compani¢is between $50 million and $420 million in annual
revenues, and between 150 and 1,400 employ

The Compensation Committee believes that compainédsneet these criteria are our most likely coritquest
for executive talent in our labor markets. Radfalsb used the Radford Executive Compensation Suovpyovide
benchmark data used in the compensation analysis.

For 2008, Radford recommended that the Compens@tommittee approve modifications to the group adrpe
companies for conducting compensation analysegmst¢he factors set forth above to better refleetCompanys
current size, industry, strategy and businessctom@ance with this recommendation, the Committeeaved all of
the high-tech companies and Optium Corporation floenpeer group, and added Coherent, Inc., Exagifi@ogy,
Inc., EXFO Electro-Optical Engineering Inc., FEI@pany, FormFactor, Inc., II-1V Incorporated, Measuent
Specialties, Inc., Opnext, Inc., SiRF Technologydiws, Inc. and Veeco Instruments Inc. to the greup for
2008.

Components of Compensation
The principal components of our executive officempensation during 2007 included:

» Base salary

« Annual cash incentive:

» Long-term equit-based incentive awarc

» Severance benefit

« Retirement savings benefits provided under a 40dlés); anc

« Executive perquisites and benefit programs geneaathilable to other employee

These components were selected because the Cortiperidammittee believes that a combination of salar
incentive pay, benefits and perquisites is necgdsarelp us attract and retain the executive taderwhich our
success depends. The annual cash incentives agael@s$o allow the Compensation Committee to reward
performance over a fiscal year and to provide arritive for executives to appropriately balancér tteeus on
short-term and long-term strategic goals. The figeghponents, including salary, benefits and peitgsisare
structured to provide a minimum level of security 6ur executives relative to their day-to-day sjieg needs and
long-term needs for income. The Compensation Coteenltelieves that, when taken together, these coeme are
effective in achieving the objectives of our comgeion program and philosophy and are reasonalaléveeto our
strategy of managing total compensation near thie €rcentile of market practices.

The Compensation Committee annually reviews thigeecdbmpensation program with the assistance of its
compensation consultant. However, the Compens&mnmittee may at any time review one or more coreptm
as necessary or appropriate to ensure such comigaeamain competitive and appropriately designeeweard
performance. In setting compensation levels foarigular Named Executive Officer, the Committeesiders botl
individual (as described above) and corporate facto
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Base Salary. We provide base salary to our Named Executivec€f and other employees to compensate
them for services rendered on a day-to-day basisglthe fiscal year. Unlike annual cash incentiaged long-term
equity incentives, base salary is not subject topauformance risk. Prior to our IPO, base saldie®ur executive
were established based on the scope of their regplities and their prior relevant backgroundjriiag, experience
and compensation levels at their prior employmiaking into account market compensation levelsthrdverall
market demand for such executives at the timeref [§itarting in 2007, the Compensation Committgeveed
information provided by its compensation consultamtluding information from the Radford Executive
Compensation Survey and peer companies’ proxygfliwith respect to similarly situated individuaiglae peer
companies, to assist it in evaluating base satargdch Named Executive Officer. In addition, then@ensation
Committee considers each individual's experienkiflssknowledge and responsibilities. In reviewithg base
salary of each Named Executive Officer other thenGhief Executive Officer, the Compensation Corteritlso
considers such individual's performance review pded by the Chief Executive Officer. With respexthie Chief
Executive Officer, the Compensation Committee adidiélly considers the performance of the Compang abole.

Based upon the information provided by its compgoasaonsultant, the Compensation Committee detszthi
not to change the base salaries of the Named ExedDfficers in 2007 from the levels set by the (oemsation
Committee in 2006. Salaries for our Named Execufifficers were aligned with the 50th market perdemainge
from the survey of our peers and Radford Execufiwenpensation Survey data, except for our Chiefrigiz
Officer and General Counsel whose salaries wereoappately 20% and 30%, respectively, above the
50th percentile.

Annual Cash Incentives under our Non-Equity IncenRlan. To focus each executive officer on the
importance of the performance of IPG, a signifiqamrtion of the individual’s potential short-termaropensation is
in the form of annual cash incentive pay thatdsl tio achievement of goals established by the Cosgii®n
Committee.

Annual cash incentives are granted under our S&niecutive Short-Term Incentive Plan (“STIP”) thas
adopted in 2005. The STIP is administered by the@msation Committee, which has discretion to deiter the
type of award, whether cash or non-cash, grantesbipat to the terms of the STIP. Historically, #mephasis of the
STIP has been on company-wide performance goasdier to foster a shared commitment among exeautive
Generally, award levels for executives are the sasne percentage of salary, except for the Chiettive Officer
who generally receives awards at a greater pergemtisalary than the other officers for achievenoéithe same
performance goals. The Compensation Committeerdétes who is eligible to receive awards under thePS
establishes performance goals and objectives fmeteligible employees, establishes target awardsaich
participant for the relevant performance period] datermines what percentage of the target awarddhve
allocated to the achievement of each of the chpséiormance targets.

In 2007, the Compensation Committee identified fiwancial performance measures, net sales andregrni
before taxes (excluding equibased compensation expenses and litigation expé@nsgsess of budgeted amoun
each as determined under the STIP, and assign@éhavgighting factor to each performance measure. Th
Compensation Committee chose to focus on revermetiyrand pretax profits so that our executive manaant
would be incentivized to deliver the types of growithich benefit our stockholders, namely increasialgs and
profitability.

Upon the achievement of the objectives for eacfopmance measure determined by the Compensation
Committee, the Chief Executive Officer could reeesavcash incentive payment ranging from 16% (upon
achievement of the minimum level of performanced8&o (upon achievement of the maximum level of
performance) of base salary, and other participaritse STIP could receive a cash incentive paymamging from
11% (upon achievement of the minimum level of pemiance) to 65% (upon achievement of the maximural le¥/
performance) of base salary. The financial objestiwere the same for all executive officers. Tmgeaof possible
payout amounts under the STIP for each Named EixecOfficer for 2007 is disclosed in the 2007 Graot Plan-
Based Awards table below. Consistent with our gayperformance philosophy, no payments for therfaial
measures would be made if the minimum objectivésbéished by
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the Compensation Committee in 2007 were not meilé/djectives were intended to be achievable ly th
Company, a maximum bonus would require very higielleof Company performance. The Compensation
Committee believes that the goals are reasonaffigudi to achieve, as demonstrated by the fact tha Company
has not achieved all of the maximum targets iny@ar since the STIP was adopted in 2005.

The Compensation Committee strove to set aggrepsifermance objectives, including minimum and
maximum targets for net sales from $180 millioi$®16 million, representing annual growth level26%6 to 51%
from the prior year. The minimum and maximum eaggibefore taxes targets were set from $48 million t
$77 million, representing growth levels of 71% 1% from the prior year level. After reviewing t8empany’s
financial performance for 2007, the Compensatiom@ittee awarded the Chief Executive Officer a daskntive
payment equal to approximately 45% of base saladytlae other Named Executive Officers a cash ineent
payment equal to approximately 30% of base saldrgse amounts are set forth in the “Non-Equity itiee Plan
Compensation” column of the 2007 and 2006 Summaryensation Table below.

The Compensation Committee may make adjustmerusrtoverall corporate performance goals and thesway
that our actual performance results are calculgtadmay cause differences between the numbersfosedr
performance goals and the numbers reported inioamndial statements. These adjustments may exellide a
portion of both the positive or negative effeceafernal events that are outside the control ofexcutives, such .
natural disasters, litigation or changes in acdognbr taxation standards. These adjustments atggoaxclude all or
a portion of both the positive or negative effefctiousual or significant strategic events thatwithin the control o
our executives but that are undertaken with an&sagtien of improving our longerm financial performance, suck
restructurings, acquisitions or divestitures. 1020there were no specific individual performanbgeotives for
incentive awards under the STIP. The Compensatmnmiittee may exercise its discretion and take éwimount
individual performance in determining awards in filieire. Target total cash compensation levelafoexecutives
was aligned with the 50th market percentile, with €xception of the General Counsel, whose taag ¢
compensation was at the 75th market percentile.

Long-term Equity IncentivesThe goal of our equity-based award program grtwide employees and
executives with the perspective of an owner whoahfisancial stake in the success of IPG, thushéarrincreasing
alignment with stockholder interest. Long-term intbée awards provide employees with the incentovetay with
us for longer periods of time, which, in turn, pides us with greater stability, and directly lird@mpensation to the
long-term performance of the Company. In addititbese awards are less costly to us in the shont ttesin cash
compensation. We review long-term equity incentifieeour Named Executive Officers and other exe@di
annually.

For our Named Executive Officers, our stock opfioogram is based on grants that were individually
negotiated in connection with their hiring by then@pany and subsequent periodic grants. We havitidraally
used stock options as equity compensation becande gptions provide a relatively straightforwandéntive for
our executives, result in less immediate dilutibexisting stockholders’ interests and, prior ta adoption of
SFAS 123(R), resulted in less compensation expiemses relative to other types of equity awardsn&ally, our
stock options vest in four equal installments oniegrsaries of the dates of grant. Historicallyr Ghief Executive
Officer has not received annual grants of stockoogtbecause, as the Company’s largest stockhdiddras the
perspective of an owner with a significant finahsiake in IPG’s success.

In light of a 2006 grant of stock options desigteg@rovide long-term incentives for executivesamain with
us following our IPO in December 2006 and the comspéion consultant’s determination that equity cengation
levels were at the 75th market percentile, the Gamption Committee did not approve the grant ofsiogk
options to executives in 2007. Beginning in 200@, Compensation Committee will consider an anngaity
compensation program based upon 50th market pdeclvels. Employees, including the Named Exeautiv
Officers, will also be eligible to participate 02008 Employee Stock Purchase Plan, if suchiplapproved by
our stockholders at the 2008 annual meeting oksimders.
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Stock Option Grant Processln 2007, the Compensation Committee adoptedck stption grant policy as
follows:

« only the Compensation Committee has the authavippprove equity grant

« grants made by the Compensation Committee occyraitdr discussion at a meeting of the Compensation
Committee;

* equity award grants ordinarily are made by the Gamsption Committee only during an open trading ww
period under our insider trading polic

« the grant date ordinarily is within five businesg/d following the first day of the open trading ddnw
period, or such other date as the Compensation Gibeendetermines; ar

« the exercise price (if applicable) for all equityads is the closing price on the date of grantstodk
options are granted with an exercise price of se than fair market value on the date of gr

In general, we issue nonqualified stock optionertployees and executives, although we have isswedtive
stock options and restricted stock in the pastiddpttypically have a life of ten years and vestrox four-year
period, with the options vesting commencing onfitst anniversary of the date of grant.

Severance BenefitsThe employment agreements with our Named Exee@ifficers have severance
provisions, the terms of which are described befothe section entitled “Executive Compensation eteftial
Payments Upon Termination or Change in Control.” Wgkeve these severance benefits are an esseletiaént of
our executive compensation package, are consisigdnmarket practices and assist us in recruiting eetaining
talented individuals.

Retirement Savings PlansExecutive officers in the United States are blgio participate in our 401(k)
retirement plan on the same terms as all other éhfployees. Our 401(k) retirement plan is a taxified plan and
thereby subject to certain Internal Revenue Cad#dtions on the dollar amounts of deferrals anch@any
contributions that can be made to plan accountssé& fimitations apply to our more highly-compendamployees
(including the Named Executive Officers). We mad®ching contributions at a rate of 50% of eligibdatribution:
under the 401(k) retirement plan to our employeeduding Named Executive Officers, that particgat the plan
as set forth in the 2007 Summary Compensation T&hle executives outside of the United States @p#te in
government-sponsored retirement programs. We dmaéttain a supplementary executive retirement ptaa non-
qualified deferred compensation plan for executvefor our directors.

Other Compensation.All of our executives are eligible to participateour employee benefit plans, including
medical, dental, vacation and life insurance. Theagrs are available to all salaried employeescanidot
discriminate in favor of executive officers. Bengfare intended to be competitive with the overallket in order t
facilitate attraction and retention of high-quakmployees. Subject to local customs and the iatemmal nature of
our business and management, it is generally digypaot to extend significant perquisites to oneeutives that
are not generally available to our employees. Rp@htsev uses Company-owned housing located agitéhef our
Burbach, Germany facilities and is provided witheatomobile leased by the Company for Company lessimhel
he visits our German operations. Because of thepaogis multiple locations and the Chief Executivific@r's
travel demands, the Company believes that the uSempany-owned housing and a leased automobileaste
effective and necessary to enable the Chief Exez@ificer to perform his duties while he is in &any on
Company business. The Company also provides Dhe3hakov with an automobile, as it does to othghhi
ranking employees in Germany.

Other Factors Affecting Compensation

Tax Deductibility Under Section 162(m)Section 162(m) of the Internal Revenue Code 8618s amended,
limits the deductibility for federal income tax pases of certain compensation paid in any year fybdicly held
corporation to its chief executive officer andthisee other most highly compensated officers atinn its chief
financial officer to $1 million per executive (th&1 million cap”). The $1 million cap does not appd
“performance-based” compensation as defined unédetidh 162(m) or to compensation
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“paid pursuant to certain plans that existed pigca corporation becoming publicly held”. Histotlganone of our
executive officers has received annual compensatian amount that would be subject to limitatiomder

Section 162(m). Once the transition rules are ngéo available, it is intended that stock optioraedg made under
the Company’s 2006 Incentive Compensation Planquidllify as “performance-based” compensation foppses
of Section 162(m). We believe we can continue &serve related federal income tax deductions, adtho
individual exceptions may arise. The Compensatiomg@ittee’s policy with respect to Section 162(mjasnake a
reasonable effort to cause compensation to be tibtiuby the Company while simultaneously providog
executive officers with appropriate rewards foritiperformance.

Accounting ConsiderationsThe Company considers the accounting implicatafredl aspects of its executive
compensation program. With the adoption of SFASR23ve do not expect accounting treatment of dififg forms
of equity awards to vary significantly and, therefcaccounting treatment is not expected to havatarial effect o
our selection of forms of equity compensation.ddition, accounting treatment is just one of maamtdrs
impacting plan design and pay determinations. @acetive compensation program is designed to aehiey most
favorable accounting and tax treatment possibleragsas doing so does not conflict with intendeathpdlesign or
program objectives.

Stock Owner ship Guidelines

The Board adopted stock ownership guidelines irv26nore closely align the interests of our exiseut
officers with those of our stockholders. The guiies require that the Chief Executive Officer sldomlaintain an
investment in our stock that is at least equaiv® fimes his annual salary, and other executifiears should
maintain an investment that is at least equal tottmes their annual salaries. The ownership lesmsgphased in
over time and the ownership levels are to be aeliew later than five years following the execusvaitial
appointment or December 12, 2011, whichever odeties. All executive officers are currently in coliapce with
the stock ownership guidelines.

COMPENSATION COMMITTEE REPORT

The Compensation Committee of the Board of Direchas reviewed and discussed with management the
Compensation Discussion and Analysis included imphoxy statement. Based on this review and d&ouasthe
Committee recommended to the Board of DirectorsttfteCompensation Discussion and Analysis be dedun
the Company’s proxy statement for the Company’s82@thual meeting of stockholders.

COMPENSATION COMMITTEE

Robert A. Blair,Chair
Michael C. Child
Henry E. Gauthier
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EXECUTIVE COMPENSATION

2007 and 2006 Summary Compensation Table

The following table sets forth information regamglicompensation earned in 2007 and 2006 by our Chief
Executive Officer, our Chief Financial Officer andr three other most highly compensated executives:

Non-Equity
Incentive Plan All Other

Name and Principal Salary  Bonus Option Award Compensation Compensation Total

Position Year [6) [6) ®Q) ®Q@ ®E) ®

Valentin P. Gapontsev, Ph.I 2007 360,000 — — 164,52- 60,74: 585,26
Chief Executive Office 200€ 359,28: — — 266,40( 54,08 679,76!
and Chairman of the Board(

Timothy P.V. Mammen 2007 270,000 — 39,45! 82,08¢ 7,15€ 398,69:
Chief Financial Office 200€ 257,34t — 28,30: 155,25( 7,00¢ 447,90°
and Vice Presider

Eugene Shcherbakov, Ph.! 2007 322,06 — 38,01¢ 95,54¢ 24,96( 480,59(
Managing Director of IP( 200€ 291,43. — 26,87¢ 161,02 21,32¢ 500,66:
Laser and Director(4

Angelo P. Lopresti 2007 270,000 — 39,45 82,08t 6,53: 398,07(
General Counsel, Secretze 200¢ 268,56 — 28,30z 155,25( 7,017 459,13.
and Vice Presider

George H. BuAbbud, Ph.C 2007 240,000 — 38,43t 72,96¢ 7,607 359,00°
Vice Presiden— 200€ 255,22: — 27,29: 138,00( 7,00 427,51t

Telecommunication

(1) Valuation based on the dollar amount of option tg@aacognized for financial statement reportingopses
pursuant to SFAS 123(R). The assumptions that wd wéth respect to the valuation of option gramésset
forth in note 2 to our Consolidated Financial Stagats in our Annual Report on Form 10-K filed wiitte
SEC on March 13, 200

(2) Represents amounts earned under our Senior Exec&tftiort-Term Incentive Plan for services rendemed i
2007 and 2006, respective

(3) The amount in 2007 for Dr. Gapontsev consists)d4D3 in premiums paid for group term life insuran
(i) $7,739 in health care premiums paid in excgfsgroup health coverage in the United State9,%B8i890 in
health care premiums paid in Germany and (iv) $38j8 actual costs that we incurred to provide
Dr. Gapontsev with housing in Germany and $35,87&ctual costs that we incurred to lease a car for
Dr. Gapontsev in Germany, both for his use durisgoriodic visits to our factory there. Amount2i007 for
Messrs. Mammen and Lopresti and Dr. BuAbbud inclmaé¢ching contributions to retirement accounts unde
our 401(k) plan and our payment of group termitifurance premiums. The amount in 2007 for
Dr. Shcherbakov includes the expense of an autdemphivided by us

(4) Portions of the amounts paid to Dr. Gapontsev and&bcherbakov were denominated in Euros and Rubles
These were translated into U.S. Dollars at theaetse average daily exchange rates for 2007 afé,20
respectively

Employment Agreements

On March 1, 2006, we entered into employment agee¢snwith Drs. Valentin P. Gapontsev, Shcherbakal a
BuAbbud, and Messrs. Mammen and Lopresti. Eachaxdd agreements has a two-year term, except for
Dr. Gapontsev, whose agreement has a three-year Téie employment agreements automatically renewn tipe
completion of their initial terms for successiveegyear period unless either we or the executivieafjives 180
days’ prior written notice of intent not to extetie agreement. The employment agreements set tivaldmase
salaries for the Named Executive Officers at $380,&235,200, $270,000, $270,000 and $240,000ectsply.
The agreements entitle these executive officepatticipate
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in bonus plans, standard insurance plans sucfeaadicidental death and dismemberment, short-tksability and
long-term disability insurance and retirement bagag$uch as the 401(k) plan and stock option ptEsEribed
above, on similar terms and on a similar basisiak benefits are available to executives at sintélaels within the
organization. The agreements for Drs. Gapontsesh&bakov and BuAbbud require each of them to irefram
competing with us for a period of one year follogihe termination of their employment with us foyaeason and
from hiring our employees or soliciting our custamfor a period ending eighteen months following tbrmination
of their employment with us for any reason. Theesarmce provisions of the agreements are descritledviunder
“Potential Payments Upon Termination or Changeontédl”.

2007 Grants of Plan-Based Awards

The following table sets forth information regamgliplan-based awards to our Named Executive Officers
2007, including potential award amounts availalidar our STIP for 2007, the actual amounts of whiehe
determined and reported in the 2007 and 2006 Supn@@mpensation Table above under the column edtition-
Equity Incentive Plan Compensation”:

All Other Grant Date
Stock Awards: Exerciseor Fair Valueof
Estimated Possible Payouts Under Number of  BasePrice  Stock and
Non-Equity Incentive Plan Awards Shares of of Option Option
Grant ®@) Stock or Awards Awards
Name Date Threshold Target M aximum Units ($/Sh) (%)
Valentin P. Gapontse 3/14/200° 57,60C 234,00( 352,80( — — —
Timothy P.V. Mammel 3/14/200° 29,70C 116,10( 175,50( — — —
Eugene Shcherbak¢ 3/14/200° 30,80( 120,40 182,00( — — —
Angelo P. Lopresil 3/14/200° 29,70C 116,10 175,50( — — —
George H. BuAbbur 3/14/200° 26,40C 103,20( 156,00( — — —

(1) Amounts shown represent amounts that were availaider the STIP for 2007. Performance measures and
goals used in determining STIP payments are discuss* Compensation Discussion and Anal” above.
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Outstanding Equity Awar ds as of December 31, 2007

The following table provides information regardimgexercised stock options held by each of our Named
Executive Officers as of December 31, 2007:

Securities Securities
Underlying Underlying

Unexer cised Unexer cised Option Option
Options (#) Options (#) Exercise Expiration

Name Grant Date  Exercisable Unexercisable Price ($)(1) Date
Valentin P. Gapontse — — —_ — —
Timothy P.V. Mammel 5/1/199¢ 1 —_ - $ 150 5/1/200¢
6/14/200:. 33,33« —_ - $ 15C 6/14/201:
9/20/200:. 25,00( —_ - $ 1.5C 9/20/201:
3/18/200: 16,87¢ —_ - $ 1.5C 3/18/201:
6/10/200: 2,30¢ —_— — $ 1.5C 6/10/201:
3/3/200¢ 16,66 —_- — $ 1.5 3/3/201«
3/3/200¢ 16,66 —_- — $ 1.5 3/3/201«
9/22/200! 6,667 6,667 (2) $ 1.8t 9/22/201!
4/18/200t 13,33 53,33 (3) $ 5.37 4/18/201
Eugene Shcherbak¢ 4/18/200¢ 13,33: 53,33 (3) $ 537 4/18/201
Angelo P. Lopresi 9/20/200:. 12,50( — — $ 1.5C 9/20/201:
3/18/200: 16,827 —_— — $ 1.5C 3/18/201:
6/10/200: 2,88t —_— — $ 1.5C 6/10/201:
3/3/200¢ 16,66 —_- — $ 1.5 3/3/201«
3/3/200¢ 16,66 —_ - $ 1.5C 3/3/201-
9/22/200! 6,667 6,667 (2) $ 1.8& 9/22/201!
4/18/200t 13,33 53,33 (3) $ 5.37 4/18/201
George H. BuAbbur 6/14/200:. 180,00( — — $ 15C 6/14/201:
9/22/200! 6,667 6,667 2) $ 1.8t 9/22/201!
4/18/200t 13,33: 53,33¢ (3 $ 537 4/18/2011

(1) Represents the fair market value of a share o€oommon stock on the grant date of the opt

(2) Assuming the continued service of the Named Exeeuifficer, each option vests and becomes exeleisab
four equal annual installments on each of the fost anniversaries of the grant de

(3) Assuming the continued service of the Named Exeeuifficer, each option vests and becomes exeleisab
five equal annual installments on each of the fiv& anniversaries of the grant de

2000 Incentive Compensation Plan, 2006 I ncentive Compensation Plan and Non-Employee Director s Stock
Plan

In April 2000, our Board of Directors adopted o00R Incentive Compensation Plan, or 2000 plan,iand
February 2006, our Board of Directors adopted @@62ncentive Compensation Plan, or 2006 plan.20G9 plan
and the 2006 plan have been approved by our sttisiso We reserved 5,833,333 shares under the [@a6tnd
4,000,000 shares under the 2006 plan for the isguahawards under the plans. Other than the nupftshrares
reserved, the plans are substantially identicathEdan will terminate ten years after its adoptianless terminated
earlier by our Board of Directors.

The 2000 plan and the 2006 plan are administeradb ompensation Committee of our Board of Directo
The Compensation Committee approves awards undgldins, including the exercise price and othensesf each
award, subject to the provisions of the plans agldeneral authority to administer the plans, oy to accelerate
the vesting of awards and grant awards in replanéofepreviously granted awards.

Each plan authorizes the grant of options to puselmmmon stock intended to qualify as incentivekst
options, as defined in Section 422 of the InteRaenue Code, and nonstatutory stock options. Tare @lso
provide for awards of restricted stock, stock ymtsformance shares, performance units, stockeagiion rights
and cash awards. The 2000 plan also provides fardsnof unrestricted stock.
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Our officers, directors, employees, consultantsashdsors are eligible to receive awards undepthes. No
participant may receive awards for over 1,333,388es of common stock in any calendar year undée2@®0 plan
or over 1,666,667 shares of common stock in argnckr year under the 2006 plan.

In June 2006, our Board of Directors adopted oun{Employee Directors Stock Plan (the non-employee
director plan) and in October 2006 the non-emplajiesctor plan was approved by our stockholderdy ©@ar non-
employee directors are eligible to receive awartteu the non-employee director plan. We reservé&lebs shares
for issuance under the n@mployee director plan. The maximum number of shtrat may be issued or transfer
under the plan equals 0.75% of the number of cudiétg shares of our Company (on a fully dilutedi¥jeat the en
of the plan year preceding the then-current plar,ya on January 1, 2006, whichever is greatetpipmaximum
of 166,666 shares. The non-employee director piinesminate ten years after its adoption, unlesminated
earlier by our Board of Directors.

The non-employee director plan is administered lmy@mpensation Committee. The Compensation
Committee approves awards under the plan, incluttiagexercise price and other terms of each awgaliect to th
provisions of the plan and has general authorigdiminister the plan, including to grant awardseiplacement of
other awards. The exercise price must be at lepstl ¢o the fair market value of our common stooklte date of
grant.

The non-employee director plan authorizes the gvhoptions to purchase common stock that arentended
to qualify as incentive stock options, as definre®ection 422 of the Code. The plan also provideadvards of
stock appreciation rights, stock units, stock awandd cash awards.

Each of the 2000 plan and the 2006 plan providas tipon a change in control of our company, the
Compensation Committee may, in its sole discretion:

» accelerate the time for exercise or payout of als@mnding award:

 cancel the award after notice to the holder of aistanding award as long as the holder receiveyment
equal to the difference between the fair marketealf the award on the date of the change in cbatr the
exercise price per share, if any, of such awar

« provide that all outstanding awards will be eitassumed by the entity that acquires control ortgubed for
similar awards by such entit

In addition, in the event that the 2000 plan or@pfn is terminated due to a merger or acquisiioour
company, the Compensation Committee has the figittpot the obligation, to direct the repurchasewiktanding
stock options at a price equal to the fair marledti@ of the shares subject to the repurchasedrapiéss the
exercise price per share.

The non-employee director plan provides that awhet®me fully vested and exercisable upon a chamge
control. For these purposes, a “change in contr@ans the occurrence of any of the following:

< any person becomes a beneficial owner of our gEsirepresenting at least 50% of the combinedhgoti
power of our the-outstanding securitie

« persons who, at the beginning of any period of taasecutive years, were members of the Board of
Directors cease to constitute a majority of thera# Directors unless the election or nomination f
election by the stockholders of each new directoimg) that two-year period is approved by at léast
thirds of the incumbent directors then still inio;

* the occurrence of a merger, sale of all or subistiéntll of our assets, cash tender or exchanégr of
contested election or other business combinatiaieuaircumstances in which our stockholders imntedia
prior to such merger or other such transactionatpafter such transaction, own shares represeatitenst a
majority of our voting power or the surviving oistating corporation, as the case may be

« our stockholders approve a complete liquidat
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2007 Option Exercisesand Stock Vested

The following table provides information regardistpck option exercises by our Named Executive @ffidn

2007:
Option Awards

Number of Shares Acquired Value Realized on
Name on Exercise (#) Exercise ($)(1)
Valentin P. Gapontse — 3 —
Timothy P.V. Mammel 81,097 $ 1,466,50.
Eugene Shcherbak — 3 —
Angelo P. Loprest 118,03¢ $ 2,108,04.
George H. BuAbbu — % —

(1) The value realized is based upon the differencedmst the sale price (with respect to non-qualiftetk
options) or the reported closing sale price ondidie of sale (with respect to incentive stock a)cand the
exercise price

Pension Benefits

None of our Named Executive Officers participat®iihave account balances in qualified or nongiealif
defined benefit pension plans sponsored by us.Cdmepensation Committee may elect to adopt qualidied
nonqualified defined benefit pension plans in teirfe if the Compensation Committee determinesdbatg so is
in our best interests.

Nonqualified Deferred Compensation

None of our Named Executive Officers participat®iirhave account balances in nonqualified defined
contribution plans or other nonqualified deferrethpensation plans maintained by us. The Compemsatio
Committee may elect to provide our officers anceottmployees with nonqualified defined contributiorother
nonqualified deferred compensation benefits inftigre if the Compensation Committee determinesdbang so it
in our best interests.

Potential Payments Upon Termination or Changein Control

Pursuant to the employment agreements, each Naxemliftve Officer, except Dr. Gapontsev, would coné
to receive 100% of his base salary for a periotivefve months from the date of termination if then@pany
terminates his employment without cause or if tfiic@r terminates employment for good reason. lekient that
Dr. Gapontsev terminates his employment for goadag, he would receive 100% salary continuatiottfedonge
of one year or the remaining term of his agreentaurttjn no event longer than two years. The deéinibf “good
reason” for each Named Executive Officer includesftilure of the executive to maintain his speaifkecutive
position, a material reduction in the executivaitharities and responsibilities, a relocation af difices of the
executive of more than 35 miles or a material tidacus of the executive’s employment agreementiddthe
employment agreements, we are not obligated to raakeash payments to these executives if theil@mment is
terminated by us for cause or by the executivefarogood reason. A change in control does not affex amount of
any cash severance payments.

The stock options awarded to the Named ExecutiVie€$ do not provide for automatic acceleratedingsf
the Company terminates employment without causbeiemployee terminates employment for good reasaipor
a change in control. Each of the 2000 Incentive @emsation Plan and the 2006 Incentive CompensBiam
provides that, upon a change in control of the Camgpthe Compensation Committee, in its sole dismremay
(i) accelerate the time for exercise or payoutlobatstanding awards, (ii) pay the holder equati® difference
between the fair market value of the award on #te df the change in control and the exercise péceshare, if
any, of such award or (iii) provide that all outedang awards will either be assumed by the entisit acquires
control or substituted for similar awards by sunlitg. See
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“2000 Incentive Compensation Plan, 2006 IncentieenBensation Plan and Non-Employee Directors Stéai’P
above.

The following table provides information regardingnefits to our Named Executive Officers as of
December 31, 2007 upon a termination of employroeeshange in control:

Termination

Without Cause or Changein

for Good Reason Control

Name Benefit (6] ®@
Valentin P. Gapontse Salary 720,00( —
Option acceleratio — —
Eugene Shcherbak¢ Salary 280,00( —
Option acceleratio — 779,74:
Timothy P.V. Mammel Salary 270,00( —
Option acceleratio — 900,48:
Angelo P. Lopresil Salary 270,00( —
Option acceleratio — 900,84
George H. BuAbbui Salary 240,00( —
Option acceleratio — 900,84

(1) Option acceleration value is calculated using thgregate difference between the exercise priceshaniast
reported closing sale price of our common stockrgn December 31, 2007 if the Compensation Coremitt
determines to accelerate the vesting of stock nptimvested at December 31, 2007 upon a changmirot

INFORMATION ABOUT COMMON STOCK OWNERSHIP

The following table provides information about tieneficial ownership of our common stock as of Ma3t,
2008 by:

« each person or entity known by us to own beneficralore than five percent of our common stc
» each of the Named Executive Office

+ each of our directors; ar

« all of our executive officers and directors as augr.

In accordance with SEC rules, beneficial ownerginghudes any shares for which a person or entitydude or
shared voting power or investment power and anyeshar which the person or entity has the righad¢quire
beneficial ownership within 60 days after March 3208 through the exercise of any option, warrarttberwise.
Except as noted below, we believe that the persan®ed in the table have sole voting and investpewer with
respect to the shares of common stock set fortlbgifgtheir names. Percentage of beneficial owieistbased on
44,206,335 shares of common stock outstanding Btaoth 31, 2008. All shares included in the “Righ#Acquire”
column represent shares subject to outstanding sfmons that are exercisable within 60 days dftarch 31,
2008. The address of our executive officers angcttirs and IP Fibre Devices (UK) Ltd. is in cardR®& Photonics
Corporation, 50 Old Webster Road, Oxford, Massaetisi©1540.
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5% Stockholders, Directors Shares Beneficially Owned
and Executive Officers Outstanding Right to Acquire Total Per cent
Valentin P. Gapontsev(: 19,699,24 — 19,699,24 44.%
IP Fibre Devices (UK) Ltd. 8,004,00: — 8,004,00: 18.1%
TA Associates Funds(: 2,240,89 — 2,240,89 5.1%
Denis Gapontsev(: 1,606,66! 73,79 1,680,45 3.8%
Robert A. Blair 204,99¢ 6,66¢€ 211,66 *
John H. Daltor 218,95t 11,66¢ 230,62: *
Igor Samartsev(4 333,33¢ 28,96: 362,29¢ *
Eugene Shcherbakov( 189,99« 26,66¢ 216,66( *
Timothy P.V. Mammel 183,95( 66,66¢ 250,61¢ *
Angelo P. Lopresil 134,70t 82,21: 216,91¢ *
William F. Krupke 90,00( 11,66¢ 101,66¢ *
Michael C. Child(6] 2,240,89 78,33¢ 2,319,23 5.2%
George H. BuAbbur 20,00( 213,33 233,33: *
Alexander Ovtchinniko» 96,84« 63,15¢ 160,00( *
William S. Shinel 12,25( 6,667 19,317 *
Henry E. Gauthie 5,00(C 5,00(C 10,00¢( *
William S. Hurley 5,00( 10,00( 15,60( *
All executive officers and directors as a group

(15 persons 25,042,23 684,78t  25,727,02 57.%

* Less than 1.0%

(1) Includes shares beneficially owned by IP Fibre Besi(UK) Ltd. (“IPFD"), of which Dr. Valentin Gaptsev
is the managing director. Dr. Valentin Gapontsew Vaing and investment power with respect to treres
held of record by IPFD and is the father of Dr. BeBapontsev. Dr. Valentin Gapontsev has a 53%a@uan
interest in IPFD

(2) Amounts shown reflect the aggregate number of shafreommon stock held by TA IX L.P.

(1,151,817 shares), TA/Atlantic and Pacific IV L(#98,045 shares), TA/Advent VIII L.P. (537,814 5%,
TA Executives Fund LLC (19,439 shares), and TA #toes LLC (33,783 shares) (collectively, the “TA
Associates Funds”). Each such entity has sole gatid investment power with respect to the shéuagsitt
holds. Voting and investment power with respeduoh shares is vested in a four-person investment
committee consisting of the following employeed éf Associates, Inc.: Messrs. Michael C. Child, Xbaa
M. Goldstein, C. Kevin Landry and Kenneth T. Schim. Mr. Child is a Managing Director of TA Assdeis,
Inc., the manager of the general partner of TA IR.land TA/Advent VIII L.P.; the manager of TA Irsters
LLC and TA Executives Fund LLC; and the generatmarof the general partner of TA/Atlantic and
Pacific IV L.P. Mr. Child has been a member of Baard of Directors since November 2000. See note 6
below. The address of the TA Associates Fundsésia of TA Associates, Inc., 200 Clarendon Stieéth
Floor, Boston, Massachusetts 021

(3) Does not include shares held by IPFD. Dr. Denisdaggev has a 15% economic interest in IPFD but does
possess voting or investment power with respestith interest

(4) Does not include shares held by IPFD. Mr. Samattsavan 8% economic interest in IPFD but does not
possess voting or investment power with respestith interest

(5) Does not include shares held by IPFD. Dr. Shcherb&las an 8% economic interest in IPFD but does not
possess voting or investment power with respestith interest

(6) Includes shares beneficially owned by the TA Asastes Funds. Mr. Child is a managing director of TA
Associates, Inc. Mr. Child is a member of TA InwestLLC, has a direct pecuniary interest in 8,80the
33,783 shares held by TA Investors LLC, and magdmmed to have an indirect pecuniary interestén th
remaining shares held by TA Investors LLC. Mr. @hdisclaims beneficial ownership of all other slsare
beneficially owned by the TA Associates Funds. Sete 2.
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CERTAIN RELATIONSHIPSAND RELATED PARTY TRANSACTIONS

Transactionswith |P Fibre Devices

We sublease office space in London, England froRDIRnd reimburse IPFD for general and administeativ
expenses. We paid IPFD $116,000 in 2007 relatingesublease. Dr. Valentin P. Gapontsev, Dr. D&aigontsev,
our Vice President, Research and Development, Dgefe Shcherbakov, a member of our Board of Dirscod
Managing Director of IPG Laser, and Igor Samartsemember of our Board of Directors and Acting Gehe
Manager of NTO IRE-Polus, own 53%, 15%, 8% and &%ypectively, of IPFD, which owns 8,004,002 shafes
our common stock, which represents approximate® d8our outstanding common stock. IPFD is a lichite
company organized under the laws of the United #amg. Its primary purpose is to hold financial atldes assets
and it does not engage in any business that is efitimp to ours.

Transactionswith NTO | RE-Polus

We own 58.6% of NTO IRE-Polus, our Russian subsydi@r. Valentin P. Gapontsev and Igor Samartsex ow
26.7% and 4.9%, respectively, of NTO IRE-Polus. Témaaining 9.8% of NTO IRE-Polus is owned by ceriafi
NTO IRE-Polus’s other current and former employees andfiliaged third parties. NTO IRE-Polus provides us
with low-cost contract manufacturing capacity asatissproducts to customers in Russia and neighbaduntries.
We acquired our majority ownership interest dingétbm NTO IRE-Polus in 2001. At such time, we agteo
invest up to $5.0 million in NTO IRE-Polus, subjéatour approval of the business plan of NTO IRH4BoOWe
have invested the full $5.0 million as of March 20This investment did not increase our equityrggein NTO
IRE-Polus. The investment has been used solelgdoipment purchases and the development of addition
manufacturing capacity. All profits earned by NTRE-Polus to date have been re-invested in NTO |IREsPand
there have been no distributions to stockholdeldTdd IRE-Polus since we purchased our majorityrege The
charter of NTO IRE-Polus provides that the stoclbod of NTO IRE-Polus may each quarter, once aytesf, or
once a year approve net profit distributions todteekholders in proportion to their shares in NNlRE-Polus’s
authorized capital.

In the ordinary course of business, we sell compts® NTO IRE-Polus. NTO IRE-Polus also sells us
components, tools and equipment that we use ipmguction and testing. Sales by us to NTO IRE-Palare
approximately $12.1 million in 2007, and sales BYONIRE-Polus to us were approximately $15.8 millior2007.

In 2007, we guaranteed a Euro 3.0 million line refdit to NTO IRE-Polus from Duetsche Bank AG. Wsoal
guarantee the lines of credit to our other subs&hiaDr. Valentin P. Gapontsev and Mr. Samartggeed to
reimburse the Company a pro rata portion of amopaid by the Company under the guarantee basedthpon
proportionate ownership interests in NTO IRE-Polus.

Dr. Valentin P. Gapontsev's significant ownershiferest in this entity creates the possibility abaflict of
interest since, by having an ownership interesioith our company and NTO IRE-Polus, his econontirasts may
be affected by transactions between the two esitilie address potential or perceived conflictit#riest, we have
implemented the following procedures:

« we have adopted a policy that the Audit Committeeus Board of Directors will review and approveyan
distributions and dividends to stockholders of NIRE-Polus;

* in accordance with the applicable rules of the ldgs@lobal Market, we conduct an appropriate re\oéail
related party transactions for potential conflittrerest situations on an ongoing basis anduahs
transactions must be approved by our audit comen

« Dr. Valentin P. Gapontsev and Mr. Samartsev graatpobxy to us to vote their shares with respeNT®
IRE-Polus, giving us the ability to vote 90.2% leéttotal shares of NTO IRE-Polus. We therefore have
sufficient votes to elect the general manager o©ONRE-Polus and approve other changes that rethére
approval of 6€2/ 3% of NTO IRE-Polu¢'s stockholders; ar
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« Dr. Valentin P. Gapontsev and Mr. Samartsev graateght of first refusal to us with respect to aaje of
their shares of NTO IRE-Polus to existing stockleotdof NTO IRE-Polus. Pursuant to the right oftfirs
refusal, we may purchase these shares at a pre tqthe lesser of the per-share fair value akbalue of
NTO IRE-Polus as of June 30, 2006. The charter documé&mM3 @ IRE-Polus and applicable Russian law
also provide that existing stockholders, includirsg have a right of first refusal up to their redtpe pro rata
interests with respect to transfers of shares dDNHE-Polus to third parties

Compensation of Dr. Denis Gapontsev

Dr. Denis Gapontsev has served as our Vice Prasigesearch and Development since August 200D &xmis
Gapontsev is the son of Dr. Valentin P. Gapontsav Chief Executive Officer. The Compensation Cottewi
approves compensation of all executive officersluiding that of Dr. Denis Gapontsev. The Nominatimgl
Corporate Governance Committee also has reviewg@dpproved Dr. Denis Gapontsev’s compensation.
Compensation earned in 2007 by Dr. Denis Gaporitetwded $240,000 in salary, $72,965 in non-equitgentive
plan compensation and $403 in other compensation.

Reliant Technologies

Mr. Gauthier is a non-employee member of the Badifdirectors of Reliant Technologies, Inc., oneaf
customers. Our total sales in 2007 to Reliant Teldgies were $10.3 million.

Transactionswith International Gull Corporation

International Gull Corporation provides consultggyvices to us, including assistance in openingnaaidaging
our operations in India, and acts as a sales reptatd/e for us in India. Consulting fees, comnuasiand health
insurance reimbursement amounts paid to InternaltiGnll totaled $223,000 in 2007. Verghese Mamntlea,
owner of International Gull, is the father of TirhgtP.V. Mammen, our Chief Financial Officer. TimgtR.V.
Mammen has no economic interest in Internationdl. erghese Mammen also serves as a director ofralian
subsidiary, for which he receives no additional pensation.

Series B Preferred Stockholders

In 2000, we sold 3,800,000 shares of our serieeeBeped stock and warrants to purchase commork stoa
group of investors for a total purchase price d.9illion. Of these investors, the TA Associdtesids purchased
an aggregate of 2,000,000 shares of our seriegf@rped stock and related warrants for a total lpase price of
$50.0 million. Michael C. Child, one of our directpis a managing director of TA Associates, Inpob) completiol
of our IPO in December 2006, all shares of serigseBerred stock, including the 2,000,000 shareseaks B
preferred stock held by the TA Associates Fundsyeded into 7,252,927 shares of our common stadk a
pursuant to the terms of the series B preferreckstis amended, we issued to the holders of thesdBmpreferred
stock subordinated notes in the principal amourd2df.0 million. The TA Associates Funds holds agragate
principal amount of $10.5 million of such notesg€Tihterest on the subordinated notes was 4.97%hé&dfirst year
that the notes are outstanding, 7% in the secoadared 10% in the third year. Interest earned Dv2én the
subordinated notes owned by the TA Associates Fuads$541,000.

Stockholders Agreements

In connection with the investment in us by the laddof our series B preferred stock, includingThe
Associates Funds, we entered into a stockholdeesatent in August 2000 with the holders of theeseB preferre
stock. We agreed to indemnify the holders of ouieseB preferred stock, subject to exceptionsgfmages,
expenses or losses arising out of, based upon m¥dspn of any third-party or governmental claiglating to their
status as a security holder, creditor, directoenagrepresentative or controlling person of ugtherwise relating t
their involvement with us. This covenant continuesi the expiration of the applicable statuteiofitations.
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Registration Rights Agreement

In connection with the issuance of our series Beored stock, we entered into a registration rigitgseement
August 2000 with the holders of our series B prefistock, including the TA Associates Funds. Pamsto this
agreement, under certain circumstances these stliekl are entitled to require us to register thkares of
common stock under the U.S. federal securities faweesale.

Palicies and Procedures with Respect to Related Party Transactions

The Board adopted a related party transaction pthiat requires the Company’s executive officengalors
and nominees for director to promptly notify ther@arate Secretary in writing of any transactionvimich (i) the
amount exceeds $100,000, (ii) the Company is, was mroposed to be a participant and (iii) suctspe or such
person’s immediate family members (“Related Per§omss, had or may have a direct or indirect matértalest (e
“Related Person Transaction”). Subject to certageptions in the policy, Related Person Transastionst be
brought to the attention of the Nominating and @oape Governance Committee for an assessment dherhie
transaction or proposed transaction should be peaintio proceed. In deciding whether to approveatfy the
Related Person Transaction, the Nominating and @ate Governance Committee is required to consilller
relevant facts and circumstances, including withiooitation the materiality of the Related Persodiect or
indirect interest in the Related Person Transacttmnmateriality of the Related Person Transadticthe Compan
the impact of the Related Person Transaction ofRélated Person, the impact of the Related Persams@ction on
the Related Person’s independence (as determin#telyovernance Guidelines and the listing staredafthe
Nasdaq Global Market) and the actual or apparemflicoof interest of the Related Person participgin the
Related Person Transaction. If the Nominating aogp@rate Governance Committee determines that ¢fetdl
Person has a direct or indirect material intemestny such transaction, the Committee must revieivagprove,
ratify or disapprove the Related Person Transaction

Pursuant to our Governance Guidelines, we expe&tt @aour directors to ensure that other existing future
commitments do not conflict with or materially irfere with his or her service as a director. Dioestare expected
to avoid any action, position or interest that tiots with our interests or gives the appearance odnflict. In
addition, directors should inform the chairman of blominating and Corporate Governance Committe® o
joining the Board of another public company to eagbat any potential conflicts, excessive time deds or othe
issues are carefully considered.

OTHER INFORMATION

Section 16(a) Beneficial Owner ship Reporting Compliance

Section 16(a) of the Securities Exchange Act ofA1&@Rjuires our directors and executive officersl parsons
who beneficially own more than 10% of a registesteds of our equity securities, to file reportoamership of, an
transactions in, our securities with the SEC. Thistors, executive officers and 10% stockholdgesalso
required to furnish us with copies of all Sectid@{d) forms that they file. Based solely on a revadthe copies of
such forms received by us, and on written represems from certain reporting persons, we belidéat tluring 200
our directors, executive officers and 10% stockbmccomplied with all applicable Section 16(afifi
requirements, except Mr. Lopresti filed a Form &September 2007 that contained a clerical erroighwvas
corrected in October 2007 with the filing of an amed Form 4.

No Incor poration by Reference

In our filings with the SEC, information is some@m“incorporated by reference.” This means thaavee
referring you to information that has previouslebdiled with the SEC and the information shouldcbasidered as
part of the particular filing. As provided under SEegulations, the “Audit Committee Report” and the
“Compensation Committee Report” contained in thizxly Statement specifically are not incorporateddfgrence
into any of our other filings with the SEC. In afilol, this Proxy Statement includes several
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website addresses. These website addresses ardeidt® provide inactive, textual references ofhe informatior
on these websites is not part of this Proxy Stateme

2009 Annual M eeting and Nominations

Stockholders may present proposals for actionfatuse meeting and nominations for director if themply
with applicable SEC rules and our bylaws. If youndolike us to consider including a proposal in puoxy
statement or nominating a director next year, istine received by our Secretary, at IPG Photonag@ation, 50
Old Webster Road, Oxford, Massachusetts 01540y twefore March 12, 2009 but not earlier than Felyrd2,
2009. Our bylaws contain additional specific regoients regarding a stockholder’s ability to nomeretirector or
to submit a proposal for consideration at an upogmeeting. Our bylaws require that the noticcheo@ompany
include (i) information relating to the name, agel &xperience of the nominee and such other infioma
concerning such nominee as would be required whéethen-current rules of the SEC to be includea moxy
statement soliciting proxies for the election af ttominee, (ii) the nominee’s written consent tmgeamed in the
proxy statement and serving as a director, if elbeind (iii) the name and address of the recorden@nd benefici:
holder of the shares, the number of shares haldooird or beneficially owned, and representatiandescribed in
our bylaws. If the Nominating and Corporate GovangCommittee or the Board determines that any matioin
made by a stockholder was not made in accordartbetid Company’s procedures, the rules and reguisibf the
SEC or other applicable laws or regulations, sumhination will be void. If you would like a copy tie
requirements contained in our bylaws, please coptacSecretary.
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Appendix A

IPG PHOTONICS CORPORATION
2008 EMPLOYEE STOCK PURCHASE PLAN

ARTICLE |
INTRODUCTION

1.01 Purpose. The purpose of the IPG Photonics Corporation Zb@loyee Stock Purchase Plan (the
“Plan”) is to provide employees of IPG Photonicsitwation (the “Company”) with an opportunity torpbase
Common Stock of the Company through accumulatedoflajeductions.

1.02 Operation. It is the intention of the Company to have thanRjualify as an “employee stock purchase
plan” under Code Section 423. Accordingly, the jsimns of the Plan will be construed so as to ektmmd limit
Plan participation in a manner consistent withrdguirements of Code Section 423.

ARTICLE Il
DEFINITIONS

2.01 “ Administrator” means the Compensation Committee of the Boardycammittee designated by the
Board to administer the Plan pursuant to Articlé VI

2.02 “ Board " means the Board of Directors of the Company.

2.03 “ Change in Control’ means the occurrence of any of the following events

(&) Any “person” (as such term is defined in Settga)(9) of the Exchange Act and as used in Sextl@
(d)(3) and 14(d)(2) of the Exchange Act), includmtgroup” (as defined in Section 13(d)(3) of thecBange
Act), other than (i) the Company, (i) any whollywoed subsidiary of the Company, or (iii) any emgley
benefit plan (or related trust) sponsored or maiethby the Company or any Affiliate, becomes antfecial
owner” (as defined in Rule 13d-3 under the Exchahgf, directly or indirectly, of securities of tl@ompany
having fifty percent (50%) or more of the combingding power of the then-outstanding securitiethef
Company that may be cast for the election of dinescdf the Company (other than as a result of suaisce of
securities initiated by the Company in the ordineoyrse of business) (the “Company Voting Secwf}je
provided, however, that the event described ingaisgraph (a) shall not be deemed to be a Chargeritrol
by virtue of any underwriter temporarily holdingcseities pursuant to an offering of such securjties

(b) During any period of two consecutive yearsjviglals who at the beginning of any such period
constitute the Board (the “Incumbent Directors"ase for any reason to constitute at least a mgjofithe
Board, unless the election, or the nomination fect®n by the stockholders of the Company, of ez
director of the Company during such period was eypgad by a vote of at least two-thirds of the Incemtb
Directors then still in office;

(c) As the result of, or in connection with, anglsdender or exchange offer, merger or other basine
combination, sale of all or substantially all oéthssets or contested election, or any combinafitime
foregoing transactions, less than a majority ofatimbined voting power of the then-outstanding stea of
the Company or any successor corporation or eatitifled to vote generally in the election of theedtors of
the Company or such other corporation or entitgrastich transaction is held in the aggregate biotaers of
the securities of the Company entitled to vote gahein the election of directors of the Companymediately
prior to such transaction; or

(d) The stockholders of the Company approve a pfalomplete liquidation of the Company.

Notwithstanding the foregoing, a Change in Corgtall not be deemed to occur solely because arspper
acquires beneficial ownership of more than fiftyqemt (50%) of the Company Voting Securities as a
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result of the acquisition of Company Voting Sedastby the Company that reduces the number of Coynygating
Securities outstanding; provided, however, thaftiér such acquisition by the Company such persmotnes the
beneficial owner of additional Company Voting Setiess that increases the percentage of outstar@argpany
Voting Securities beneficially owned by such persohange in Control transaction may occur.

2.04 “ Code” means the Internal Revenue Code of 1986, as amended
2.05 “ Common StocK means the common stock of the Company.
2.06 “ Company” means IPG Photonics Corporation, a Delaware Cotipora

2.07 “ Compensatiorf means (i) the base salary and wages paid in caslPéaticipant by the Participating
Company, plus (ii) any pre-tax contributions magighe Participant under Code Section 401(k) or 125.
“Compensation” shall exclude variable compensafiodiuding bonuses, incentive compensation, conmionss
overtime pay and shift premiums), all non-cash gemoving or relocation allowances, cost-of-liviegualization
payments, car allowances, tuition reimbursementguted income attributable to cars or life insumrseverance
pay, fringe benefits, contributions or benefitsaiged under employee benefit plans, income atizietto the
exercise of stock options, and similar items.

2.08 “ Employee” means any individual who is a common law employfee Barticipating Company for tax
purposes whose customary employment with the Raating Company is at least twenty (20) hours peekvand
more than five (5) months in any calendar year.

2.09 “ Enrollment Date” means the first Trading Date of each Offering Rkrio

2.10 “ Exchange Act' means the Securities Exchange Act of 1934, as aadettluding the rules and
regulations promulgated thereunder.

2.11 “ Exercise Date’ means the last Trading Date of each Offering Period

2.12" Fair Market Value” means, as of any date, the value of a share of Gon8tock determined as follov

(a) If the Common Stock is listed on any establisst®ck exchange or a national market system giits F
Market Value will be the closing sales price foe thommon Stock (or the closing bid, if no saleseneportec
as quoted on such exchange or system on the ddegayfination, as reportedTine Wall Street Journair
such other source as the Administrator deems feliab

(b) If the Common Stock is regularly quoted by eognized securities dealer but selling prices ate n
reported, its Fair Market Value will be the mearth##f closing bid and asked prices for the Commaoickson
the date of determination, as reportedire Wall Street Journalr such other source as the Administrator
deems reliable; or

(c) In the absence of an established market fo€dmmon Stock, its Fair Market Value will be deteret
in good faith by the Administrator.

2.13 “ Fiscal Year” means the 12-consecutive month period coincidirtg thie calendar year, which is the
Company’s fiscal year.

2.14 “ Offering Period” means a period with respect to which the rightuapase Common Stock may be
granted under the Plan, as determined pursuargdioof 3.03.

2.15 “ Parent” means a “parent corporation” whether now or heee&kxisting, as defined in Code
Section 424(e).

2.16 “ Participant " means an Employee who elects to participate ifPthn, as provided in Section 3.04.

2.17 “ Participating Company’ means the Company and each Related Company theebaglesignated by
the Administrator from time to time in its sole clistion as eligible to participate in the Plan.
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2.18 “Plan ” means the IPG Photonics Corporation 2008 Employeek$urchase Plan, as it may be
amended from time to time.

2.19 “ Purchase Price’ means the price at which Participants may purcBasemon Stock under the Plan, as
determined pursuant to Section 5.02.

2.20 “ Related Company means any Parent or Subsidiary of the Company.

2.21 “ Subsidiary” means a corporation, domestic or foreign, of winohless than fifty percent (50%) of the
voting shares are held by the Company or a Subvgijdidnether or not such corporation now existssdrareafter
organized or acquired by the Company or a Subsidiar

2.22 “ Trading Day” means a day on which the U.S. national stock exggegmand the Nasdaqg System are 1
for trading.

ARTICLE Il

ELIGIBILITY AND PARTICIPATION

3.01 Eligibility . Each Employee who has completed six (6) or mayeths of continuous service with a
Participating Company on an Enroliment Date of dieiihg Period shall be eligible to participatesinch Offering
Period, subject to the requirements of Section.3.04

3.02 Limitations. Notwithstanding any provisions of the Plan to ¢batrary, no Employee will be granted an
option to purchase shares of Company Stock unéePldn (a) to the extent that, immediately afterghant, such
Employee would own capital stock of the Compangmy Related Company and/or hold outstanding options
purchase such stock possessing five percent (5%apog of the total combined voting power or valfialbclasses
of the capital stock of the Company or of any Redaompany (for purposes of this subsection, tlesrof Code
Section 424(d) shall apply in determining stock evahip of any Employee), or (b) to the extent thath
Employees rights to purchase stock under all employee spoickhase plans (as defined in Code Section 42je
Company or any Related Company accrues at a ratdweRkceeds $25,000 of Fair Market Value of thelsto
(determined at the time such option is grantedgfarh calendar year in which such option is outhtanat any
time.

3.03 Offering Periods The Offering Periods shall consist of six (6) nioperiods commencing on the first
Trading Day on or after January 1 and July 1 ohegear; provided, however, that the first OfferiPgriod under th
Plan shall commence and end on the Trading Dagstsel by the Administrator consistent with Codeti®aci23.
The Administrator will have the power to change diueation of Offering Periods (including the comroement
dates thereof) with respect to future offeringsheitt stockholder approval if such change is annedmeior to the
scheduled beginning of the first Offering Period®affected thereafter.

3.04 Participation. An Employee may become a Participant in the Biai) submitting to the Administrator
(or its designee), on or before a dated presctilyethie Administrator prior to an applicable Enradim Date, a
properly completed authorization for payroll dedores in the form provided by the Administrator gurch purposes
or (ii) following an electronic or other enrolimemtocedure prescribed by the Administrator.

ARTICLE IV

PayroLL DEDUCTIONS

4.01 Amount of Deduction At the time a Participant enrolls in the Planguant to Section 3.04, he or she
elect payroll deductions of any whole percentageemoeeding ten percent (10%) of such Participant’s
Compensation for each pay period during an OffeRegod. Payroll deductions authorized by a Padict will
commence on the first payday following the EnroiinBate. A Participant’s election shall
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remain in effect for successive Offering Periodess modified or suspended by the Participant dortance with
procedures established by the Administrator or iteated as provided in Section 4.07.

4.02 Participants Account All payroll deductions made for a Participanthi credited to an account
established for such Participant under the Planeftxas expressly provided herein, a Participanpt moh make any
additional payments into such account.

4.03 Changes in Payroll Deductions Once enrolled for an Offering Period, a Partinipaay not change his
or her payroll deduction election for that OfferiRgriod.

4.04 Administratots Power to Suspend DeductiandNotwithstanding the foregoing, to the extent segy tc
comply with Code Section 423(b)(8) and Section 3a0Rarticipant’s payroll deductions may be de@dag any
time during an Offering Period. Subject to Codeti®acd23(b)(8) and Section 3.02 hereof, payrollwdibns will
recommence at the rate elected by the Participamieidiately prior to the suspension, effective athefEnrollment
Date of the first Offering Period in which the Reigant’s payroll deductions will comply with Co&ection 423(b)
(8) and Section 3.02, unless terminated as proviit&edction 4.07.

4.05 Interest. No interest will accrue on the payroll deductiofis Participant in the Plan.

4.06 Withdrawal. No Participant in the Plan shall be entitled ithdraw any amount from the accumulated
payroll deductions in his or her account; provideayever, that a Participastaccumulated payroll deductions s
be refunded to the Participant as and to the esgatified in Section 4.07 below.

4.07 Termination of Employment Notwithstanding anything in the Plan to the cantr upon termination of a
Participant’s employment with the Participating Gmmies for any reason, the Participant’s particyoein the Plan
shall terminated and the payroll deductions creditethe Participant’s account during the Offeri?griod but not
yet used to purchase shares of Common Stock uhdétlan will be returned to the Participant orthia case of th
Participant’s death, to the Participant’'s desigtdteneficiary.

ARTICLE V

OPTION GRANTS AND EXERCISE

5.01 Grant of Option. On an Enrollment Date of each Offering Periodhelarticipant shall be deemed to
have been granted an option to purchase on theBgdDdate of the Offering Period a number of shaféSommon
Stock determined by dividing the Participant’s analated payroll deductions as of the Exercise Dgtthe
Purchase Price.

5.02 Purchase Price The applicable Purchase Price shall be an armeaural to the lower of (a) eighty-five
percent (85%) of the Fair Market Value of a shdr€ammon Stock on the Enrollment Date or (b) eigftg
percent (85%) of the Fair Market Value of a shdr€ammon Stock on the Exercise Date; provided, h@nghat
the Purchase Price may be adjusted by the Admatistpursuant to Article VIII.

5.03 Limitation. Except as otherwise provided by the Administratoe maximum number of shares of
Common Stock that a Participant may purchase wtbect to any Offering Period is the number ofehar
determined by dividing $12,500 by the Fair Marketlé of a share of Common Stock on the EnrolimeateD

5.04 Option Exercise Except as provided in Section 4.07, a Particiganyition for the purchase of shares of
Common Stock will be exercised automatically onExercise Date, and the maximum number of full seaubjec
to an option will be purchased for such Participstrthe applicable Purchase Price with the accuelljpayroll
deductions in the Participant’s account. DuringaétiBipant’s lifetime, the Participant’s optionparchase shares
hereunder is exercisable only by him or her.

5.05 Fractional Shares No fractional shares of Common Stock will be pa%ed; any payroll deductions
accumulated in a Participant’s account that aresafficient to purchase a full share of Common ktwidl be
retained in the Participant’s account for the sgheat Offering Period.
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5.06 Purchase Reductions Notwithstanding anything herein to the contrding Administrator shall have the
discretion to reduce the number of shares of Com8took to be purchased by Participants with resfoean
Offering Period and to allocate such reduced nurobshares among Participants in such Offeringdéeo long
as such reduction and allocation is done in a macomsistent with Code Section 423. Any payrollugins not
applied to the purchase of shares of Common Stoak Ise promptly refunded to Participants after Bxercise Daf
of the Offering Period to which such reduction @l

5.07 Delivery. After each Exercise Date on which a purchasdafes of Common Stock occurs, shares
purchased upon exercise of the Participant’s optfail be held in such Participant’s account. Aensas
administratively practicable after the Participamgquest, the Company will distribute to suchiBigant, as
appropriate, the shares in each Particigaatcount in a form determined by the Administréitoits sole discretior
and pursuant to rules established by the Admingtrdlo Participant will have any voting, dividerat,other
stockholder rights with respect to shares of Com@tmrtk subject to any option granted under the Bidih such
shares have been purchased and delivered to ttieifpaant’s account.

5.08 Interest. No interest will be paid or allowed on any mompayd into the Plan or credited to the accoul
distributed to any Participant.

ARTICLE VI
CoMMON Stock

6.01 Available Shares Subject to Section 9.05, the maximum number afesiof Common Stock that will
made available for sale under the Plan will be @00 shares of Common Stock, plus an annual incréasgy, to
be added on the first day of each Fiscal Year gottie total number of shares of Common Stock alvklshall
equal to the greater of (i) the number of shargSafimon Stock available under the Plan as of thtediay of the
immediately preceding Fiscal Year and (ii) the ézssf (A) 400,000 shares of Common Stock and (Bgsty-five
hundredths of one percent (0.75%) of the outstanslirares of Common Stock on the last day of thedthately
preceding Fiscal Year.

6.02 Registration Shares of Common Stock purchased by a Participader the Plan will be registered in
the name of the Participant or, to the extent megluor if the Participant so directs by writtenicetto the
Administrator prior to the Exercise Date, in themgaof the Participant and his or her spouse.

ARTICLE VII
ADMINISTRATION

7.01 Administration. The Administrator shall administer the Plan. Puministrator will have full and
exclusive discretionary authority to construe, riptet and apply the terms of the Plan, to deterraliggbility, to
adjudicate all disputed claims filed under the Rlad to establish such procedures that it deenmessary for
administration of the Plan (including, without ltaiion, to adopt such rules, procedures and sulisfda are
necessary or appropriate to permit the participatiathe Plan by Employees who are foreign nat®oalemployed
outside of the United States). Every finding, deciand determination made by the Administratotistmthe
fullest extent permitted by law, be final and bimglupon all parties.

7.02 Delegation. The Administrator, in its sole discretion andsuth terms and conditions as it may provide,
may delegate to one or more individuals all or past of its authority and powers under the Plan.

7.03 Rules Governing the Administration of the CommitteEhe Board may from time to time appoint
members of a committee to serve as the Administaitthe Plan. Such committee may select one ghigmbers as
its chairperson, shall hold meetings at such tiamesplaces as it shall deem advisable, and maytél@ghonic
meetings. All determinations of the committee shalimade by a majority of its members. A decision o
determination reduced to writing and signed by gonitst of the members of the committee shall béyfeffective a
if it had been made by a majority vote at a meetinly called and held. The committee
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may appoint a secretary and shall make such rukésegyulations for the conduct of its businesg akall deem
advisable.

ARTICLE VIII

AMENDMENT AND TERMINATION

8.01 Amendment or Terminatian The Board may at any time and for any reasonengsgerminate or amend
the Plan; provided, however, that the Board shatll without the approval of the stockholders of @@mpany, alter
(a) the aggregate number of shares of Common $it@atknay be issued under the Plan (except pursoant
Section 9.05), or (b) the class of Employees dligib receive options under the Plan, other thadegignate
Participating Companies; and provided, furthert,thabject to Section 8.02, no termination, modiiicn, or
amendment of the Plan may, without the consenh&raployee then having an option under the Plgutchase
shares of Common Stock, adversely affect the righssich Employee under such option. In addition a
notwithstanding anything contained herein to thetiary, to the extent necessary under Code Seé4f8r(or any
successor rule or provision or any applicable lawegulation), the Company shall obtain stockhoklgproval in
such a manner and to such a degree as required.

8.02 Administrator Authority Without stockholder consent, the Administrataalshe entitled to change the
Offering Periods, limit the frequency and/or numbgchanges in the amount withheld during an OfiigiPeriod,
establish the exchange ratio applicable to amaowitbdeld in a currency other than U.S. dollarsnpépayroll
withholding in excess of the amount designated Bysicipant in order to adjust for delays or nkstin the
Company'’s processing of properly completed withiracelections, establish reasonable waiting andsdfjent
periods and/or accounting and crediting procedirensure that amounts applied toward the purcbiag&emmon
Stock for each Participant properly correspond aitiounts withheld from the Participant’s Compemsgatand
establish such other limitations or proceduredias®dministrator determines in its sole discretivisable that are
consistent with the Plan, in each case so longnasach action is consistent with Code Section A&he of the
foregoing actions shall be considered to have adeaffected any right of any Participant.

8.03 Accounting Treatment In the event the Administrator determines thatdhgoing operation of the Plan
may result in unfavorable financial accounting @mgences, the Administrator may, in its discretiad to the
extent necessary or desirable, modify, amend aritette the Plan to reduce or eliminate such acaogint
consequence including, but not limited to:

(a) altering the Purchase Price for any Offeringdeeincluding an Offering Period underway at the of
the change in Purchase Price;

(b) shortening any Offering Period so that the @igg Period ends on a new Exercise Date, includimg
Offering Period underway at the time of such action

(c) reducing the maximum percentage of CompensatiBarticipant may elect to set aside as payroll
deductions;

(d) reducing the maximum number of Shares a Ppatits may purchase during any Offering Period; and
(e) allocating shares of Common Stock to Partidiggsursuant to Section 5.06.

None of the foregoing actions shall require stod#foapproval or shall be considered to have ad¥Wers
affected any right of any Participant.

ARTICLE IX
MISCELLANEOUS

9.01 Transferability. Neither payroll deductions credited to a Par#aifs account nor any option or other
rights with regard to the exercise of an optionetceive shares of Common Stock under the Plan may
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be assigned, transferred, pledged or otherwiseséspof in any way by the Participant other thanvbly the laws
of descent and distribution, or as provided in Bec®.04.

9.02 Use of Funds The Company may use all payroll deductions rekir held by the Company under the
Plan for any corporate purpose, and the Compariynafilbe obligated to segregate such payroll dediust Until
shares of Common Stock are issued under the Pdagv{denced by the appropriate entry on the bobkseo
Company or of a duly authorized transfer agenhef@ompany), a Participant will only have the rigbt an
unsecured creditor with respect to such shares.

9.03 Reports. Individual accounts will be maintained for eadrtiipant. Statements of account will be gi
to Participants at least annually, which statemesiltset forth the amounts of payroll deductiotie Purchase
Price, the number of shares of Common Stock puethasd the remaining cash balance, if any.

9.04 Designation of Beneficiary

(a) A Participant may designate a beneficiary whtwireceive any shares of Common Stock and dash, i
any, from the Participant’s account under the Riahe event of such Participant’s death subseqgtoes
Exercise Date on which the option is exerciseddoiatr to delivery to such Participant of such skkaaad cash.
In addition, a Participant may designate a berafjcivho is to receive any cash from the Particijsaatcount
under the Plan in the event of such Participargatial prior to exercise of the option. If a Partéipis married
and the designated beneficiary is not the spopseisal consent will be required for such desigmeatiiobe
effective.

(b) The Participant may change such designatidrengficiary at any time by written notice. In thest
of the death of a Participant and in the abseneebeeficiary validly designated under the Plao vgHliving
at the time of such Participant’s death, the Compaili deliver such shares and/or cash to the Bigdnt’'s
estate.

(c) All beneficiary designations under this Sect®04 will be made in such form and manner as the
Administrator may prescribe from time to time.

9.05 Adjustment upon Changes in Capitalization; Champ€antrol.

(a) Adjustments In the event that any dividend or other distribt(whether in the form of cash, Common
Stock, other securities, or other property), retdigation, stock split, reverse stock split, rexrigzation, merger,
consolidation, split-up, spin-off, combination, uephase, or exchange of Common Stock or other giesuof the
Company, or other change in the corporate strudtilee Company affecting the Company Stock suah th
adjustment is appropriate to prevent dilution dasgzement of the benefits or potential benefiteriked to be made
available under the Plan, the Administrator shdjist the shares of Common Stock to preserve thefig or
potential benefits under the Plan. Action by therdastrator may include adjustment of: (i) the nienand class of
Common Stock that may be delivered under the Riiqthe Purchase Price per share, (iii) the numifeshares of
Common Stock covered by each option under the tAktrhas not yet been exercised, and (iv) the nigaldimits
of Section 6.01.

(b) Change in Control In the event of a Change in Control, any Offeffegiod then in progress will be
shortened by setting a new Exercise Date (the “Egercise Date”) on the date of the Change in Coaird will
terminate on such date, unless provided otherwigbd Administrator. The Administrator will notiach
Participant in writing, at least ten (10) busindags prior to the New Exercise Date, that the ExerDate for the
Participant’s option has been changed to the Negrdise Date and that the Participant’s option ballexercised
automatically on the New Exercise Date.

9.06 Notices. All notices or other communications by a Partigipto the Company or the Administrator ur
or in connection with the Plan will be deemed teehbeen duly given when received in the form andmea
specified by the Company or Administrator at thealion, or by the person, designated by the Company
Administrator for the receipt thereof.
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9.07 Conditions Upon Issuance of Shares.

(a) Shares of Common Stock will not be issued wapect to an option under the Plan unless theiseer
of such option and the issuance and delivery df shares pursuant thereto shall comply with alliegple
provisions of law, domestic or foreign, includingithout limitation, the Securities Act of 1933, @mended,
including the rules and regulations promulgatedeatieder, the Exchange Act, and the requiremerasyf
stock exchange upon which the shares may thersteel liand will further be subject to the approfalaunsel
for the Company with respect to such complianceorifthe Exercise Date of any Offering Period, elaykd to
the maximum extent permissible, the shares of Com&tock have not yet been issued, all payroll dédios
accumulated during the Offering Period (reducetthéoextent, if any, such deductions have been tesadquirt
shares of Common Stock) shall be distributed tdi¢tpants, without interest.

(b) As a condition to the exercise of an optioe, @ompany may require the person exercising sutrop
to represent and warrant at the time of any suehcise that the shares are being purchased onigvfestment
and without any present intention to sell or digtte such shares if, in the opinion of counsetlierCompany,
such a representation is required by any of theeafentioned applicable provisions of law.

9.08 Covenants of the CompanyThe Company shall seek to obtain from each fédstate, foreign or other
regulatory commission or agency having jurisdictimer the Plan such authority as may be requiresstee and se
shares of Common stock upon exercise. If, aftermeruially reasonable efforts, the Company is unablabtain
from any such regulatory commission or agency ththaity that counsel for the Company deems necg$sathe
lawful issuance and sale of Common Stock undePthe, the Company shall be relieved from any ligbfbr
failure to issue and sell shares of Common Stodnwgxercise unless and until such authority isinbth

9.09 Effective Date The Plan shall become effective as of its adoptibby the Board, subject to approval
the holders of a majority of the shares of Commtmel§ and shall continue in effect until the eatithe date that
(a) the shares of Common Stock reserved for issubacge been depleted, (b) the Plan is terminatddrun
Article VIII, and (c) is the tenth anniversary bt Effective Date.

9.10 No Employment Rights The Plan does not, directly or indirectly, creatany person any right with
respect to employment or continuation of employnimnthe Company or any Related Company, and it sbabe
deemed to interfere in any way with the Company’ary Related Company’s right to terminate, or pifge
modify, any Employee’s employment at any time.

9.11 Governing Law The law of the State of Delaware will governrabtters relating to this Plan except to
the extent superseded by the federal laws of thtetlStates.
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— MR A SAMPLE Electronic Voting Instructions

—] DESIGNATION (IF ANY)

= ADD 1 You can vote by Internet or telephone!

= ADD 2

— ADD 3 Available 24 hours a day, 7 days a week!

—— ADD 4

= ADD 5 Instead of mailing your proxy, you may choose one of the two voting methods outlined below to vote your
L ADD 6 proxy.

=

§ TRIRAR METEN . VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE BAR.

Proxies submitted by the Internet or telephone must be received by 1:00 a.m., Central Time, on

June 10, 2008.
Vote by Internet
ol « Log on to the Internet and go to

www.investorvote.com

* Follow the steps outlined on the second website

ﬂ Vote by telephone
¢ Call toll free 1-800-652-VOTE (8683) within the

United States, Canada & Puerto Rico any time
on a touch tone telephone. There is NO CHARGE
to you for the call.

Using a black ink _pen, mark your

votes with an X as shown in this X « Follow the instructions provided by the recorded

example. Please do not write outside message.
the designated areas.
Annual Meeting Proxy Card w2 C0123456789 12345

IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE.
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Proposals — The Board of Directors recommends avot e FOR all the nominees listed in Proposal 1 and FOR  Proposals 2 and 3.

1. Election of Directors — The 01 — Valentin P. Gapontsev, Ph.D. 02 — Eugene Shcherbakov, Ph.D. 03 — Igor Samartsev

following directors have
been nominated for election fora 04 — Robert A. Blair 05 — Michael C. Child 06 — John H. Dalton
one-year term. +
07 — Henry E. Gauthier 08 — William S. Hurley 09 — William F. Krupke, Ph.D.
D Mark here to vote FOR all nominees
D Mark here to WITHHOLD vote from all nominees
01 02 03 04 05 06 07 08 09

D For All EXCEPT — To withhold a vote for one or D D D D D D D D D

more nominees, mark
the box to the left and the corresponding
numbered box(es) to the right.

For Against  Abstain
2. To ratify the appointment of Deloitte &
Touche LLP as D D D
the independent registered public accounting
firm of
IPG Photonics Corporation for 2008.
3. To approve the 2008 Employee Stock D D D

Purchase Plan.

The undersigned hereby appoints Dr. Valentin P. Gapontsev as proxy, with full power of substitution, to represent and vote as designated above all the
shares of Common Stock of IPG Photonics Corporation held of record by the undersigned on April 14, 2008, at the annual meeting of stockholders to be
held at IPG Photonics Corporation at 50 Old Webster Road, Oxford, Massachusetts 01540, on June 10, 2008, at 10:00 a.m. local time, or any adjournment
or postponement thereof.

Non-Voting Items
Change of Address — Please print new address below.

Authorized Signatures — This section must be completed for your vote to be counted. — Date and Sign Below

Please sign exactly as name(s) appears hereon. Joint owners should each sign. When signing as attorney, executor, administrator,
corporate officer, trustee, guardian, or custodian, please give full title.

Date (mm/dd/yyyy) — Please print Signature 1 — Please keep signature Signature 2 — Please keep signature
date below. within the box. within the box.
C 1234567890 IJNT MR A SAMPLE (THIS AREA IS SET UP TO ACCOMMODATE
140 CHARACTERS) MR A SAMPLE AND MR A SAMPLE AND
MR A SAMPLE AND MR A SAMPLE AND MR A SAMPLE AND
[ | 1UP X 0130211 MR A SAMPLE AND MR A SAMPLE AND MR A SAMPLE AND
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IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED
ENVELOPE.

Proxy — IPG Photonics Corporation

Notice of 2008 Annual Meeting of Stockholders
Proxy Solicited by Board of Directors for Annual Me eting — June 10, 2008

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” ALL OF THE NOMINEES LISTED IN PROPOSAL 1 AND
“FOR” PROPOSALS 2 AND 3.

PLEASE SIGN, DATE AND RETURN PROMPTLY IN THE ENCLOS ED ENVELOPE.

In his discretion, the Proxy is authorized to vote upon such other business as may properly come befor e the meeting.
(Items to be voted appear on reverse side.)



