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PHOTONICS

| PG Photonics Cor poration
50 Old Webster Road
Oxford, Massachusetts 01540

Dear IPG Photonics Stockholder:

You are cordially invited to attend the annual riveedf stockholders of IPG Photonics Corporatiomécheld
at 10:00 a.m. (local time) on Tuesday, June 1272800our world headquarters at 50 Old Webster ROatbrd,
Massachusetts 01540.

The purpose of the meeting is to consider and wpte proposals to (i) elect nine directors who damie bee
nominated for election for a one-year term, (it)fyathe appointment of our independent registgrellic
accounting firm for 2007 and (iii) consider suchatbusiness as may properly come before the ngeetin

Whether or not you plan to attend the meeting agdndless of the number of shares you own, it poitant
that your shares be represented at the meetingr Afading the enclosed proxy statement, pleasepihp mark,
sign, date and return the enclosed proxy cardamptipaid envelope, or vote by telephone or oweirternet to
assure that your shares will be represented.

The Board of Directors and management appreciaie gantinued confidence in IPG Photonics, and look
forward to seeing you at the annual meeting.

Sincerely,

Valentin P. Gapontsev, Ph.D.
Chairman of the Board and
Chief Executive Officer

May 7, 2007
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PHOTONICS

I PG Photonics Cor poration
50 Old Webster Road
Oxford, Massachusetts 01540

NOTICE OF 2007 ANNUAL MEETING OF STOCKHOLDERS

Dear Stockholder:

We invite you to attend our 2007 annual meetingtotkholders, which is being held as follows:

Date: Tuesday, June 12, 201
Time: 10:00 a.m., local tim
Location: IPG Photonics Corporation

50 Old Webster Road
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
2007; anc

 consider any other business properly presentdteanteting

You may vote on these matters in person or by prékyether or not you plan to attend the meetingaslethe
you promptly complete and return the enclosed prad in the enclosed addressed, po-paid envelope, so that
your shares will be represented and voted at tregingein accordance with your instructions. If yattend the
meeting, you may withdraw your proxy and vote yshiares in person. Only stockholders of recordettbse of
business on April 27, 2007 may vote at the meeting.

By order of the Board of Directors,
=
N

Angelo P. Lopresti
Vice President, General Counsel
and Secretary



May 7, 2007
Your voteisimportant. There arethree waysto vote your shares by 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 provid¢

If you choose to vote by mail, please do so promptly to ensurethat your proxy arrivesin sufficient time.
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PROXY STATEMENT FOR THE
2007 ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON JUNE 12, 2007

INFORMATION ABOUT THE MEETING

The Meeting

The 2007 annual meeting of stockholders of IPG @tios Corporation will be held at 10:00 a.m., |o@@le, or
Tuesday, June 12, 2007 at the offices of IPG PhcdédDorporation, 50 Old Webster Road, Oxford, Mebgsaetts
01540. At the meeting, stockholders of record atdlose of business on April 27, 2007 who are priese
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 2007; anc

 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 benediadwners of those shares. We do not plan to r¢t@iservices of
a proxy solicitation firm to assist us in this sdktion.

We are mailing this proxy statement and the end@sexy card to stockholders for the first timearabout
May 7, 2007. In this mailing, we are including gog®f our 2006 Annual Report to Stockholders, whiatludes
our Annual Report on Form 10-K for the year ended¢@nber 31, 2006 (excluding exhibits), as filechwifite
Securities and Exchange Commission, or the SEC20086 Annual Report to Stockholders is not to lyarded as
proxy soliciting material or as a communicationrbgans of which any solicitation is to be made.

Who May Vote

Holders of record of our common stock at the clofSeusiness on April 27, 2007 are entitled to oote\per
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 0154




make arrangements to review a copy of the stoclkendist at those offices, between the hours of @00. and
5:30 p.m., local time, during the ten days befbedate of the annual meeting.

How to Vote

You are entitled to one vote at the meeting fohestare of common stock registered in your nantleeatlose
of business on April 27, 2007, the record datelermeeting. You may vote your shares at the mgatiperson or

by proxy.

« To vote in personyou must attend the meeting, and then compledesabmit the ballot provided at the
meeting.

 To vote by prox, you may:

« call the tol-free number listed on the accompanying proxy c
« visit the Internet site address listed on the agzanying proxy card; ¢
« 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, thass represented
by the proxy will be voted FOR election of the dig nominees listed therein and FOR the ratifaratf the
appointment of Deloitte & Touche LLP as our indegemt registered public accounting firm for 2007.ndgement
is not aware of any other matters that will be enésd for consideration at our 2007 annual meetfrejockholders.
If any other matter not mentioned in this proxytestaent is brought before the meeting, the proxgérohamed in
the enclosed proxy will have discretionary authotdt vote all proxies with respect thereto in ademrce 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 mganstruction card, which allows you to instrtfeé 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 havecdigionary authority to vote your shares on mattérih are
considered routine. For non-routine matters, if gownot provide instructions, the broker will natt® 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 holdéh respect to a specified number of shares.

Quorum Required to Transact Business

At the close of business on April 27, 2007, 42,928,shares of our common stock were outstanding. Ou
bylaws require that a majority of our common stbekrepresented, in person or by proxy, at the mgéti order to
constitute the quorum we need to transact buseteth® meeting. We will count abstentions and brolosvotes in
determining whether a quorum exists.




Multiple Stockholders Sharing the Same Address

If you and other residents at your mailing addie@sa shares of the Compasytommon stock through a brol
or other nominee, you may have elected to recailye ane copy of this proxy statement and our 200@ual
Report to Stockholders. If you and other residabfgur mailing address own shares of the Compasgrismon
stock in your own names, you may have received ong/copy of this proxy statement and our 2006 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 6062nnual Report to Stockholders by sending atenitequest
to IPG Photonics Corporation, Attention: Secreta&yOld Webster Road, Oxford, Massachusetts 01&4ioy
calling our Secretary at (508) 373-1100. If youchpbur shares through a broker or other nomineenastd to
discontinue householding or to change your houskglelection, you may do so by calling 1-800-5461 or
writing to ADP Investor Communication Services,AttHouseholding Department, 51 Mercedes Way, Edgew
New York 11717

PROPOSAL 1: ELECTION OF DIRECTORS

The first proposal on the agenda for the meetirigaselection of nine persons to serve as directash for a
one-year term that will begin at the meeting andl &our 2008 annual meeting of stockholders, ¢it his
successor has been duly qualified and electechtdrhis earlier death, resignation or removal.

Nomineesfor Election

The following table sets forth certain informatias of April 27, 2007 regarding our incumbent dioest each
of whom has been nominated by the Board of Dirackor re-election at our 2007 annual meeting oflgtolders.

Name Age Position

Valentin P. Gapontsev, Ph.I 68 Chief Executive Officer and Chairman of the Bo

Eugene Shcherbakov, Ph.| 58 Managing Director of IPG Laser and Direc

Igor Samartsev 44 Acting General Manager of NTO IRE-Polus and
Director

Robert A. Blair 6C Director

Michael C. Child 52 Director

John H. Daltor 65 Director

Henry E. Gauthie 66 Director

William S. Hurley 62 Director

William F. Krupke, Ph.D. 70 Director

Valentin P. Gapontsev, Ph.D., founded IPG in 1990 and has been our Chief Exee@fficer and Chairman of
our Board of Directors since our inception. Priothat time, he served as senior scientist in lasgerial physics
and head of the laboratory at the Soviet Acadentyoiénce’s Institute of Radio Engineering and Etadts in
Moscow. He has over thirty years of academic reseaxperience in the fields of solid state lasetemals, 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 Mosiewsiitute of
Physics and Technology. In 2006, he was awarde&hgt & Young® Entrepreneur of the Year Award for
Industrial Products and Services in New Englandistbe father of Denis Gapontsev, our Vice PradifResearch
and Development.

Eugene Shcherbakov, Ph.D., has served as the Managing Director of IPG Lasebi&mur German subsidial
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 Institute with an NnSPhysics. In addition, Dr. Shcherbakov attentted
Russian Academy of Science in Moscow, where hevedea Ph.D. in Quantum Electronics from its Lebede
Physics Institute and a Dr.Sci. degree in LasesRlyfrom its General Physics Institute.

Igor Samartsev has been the acting General Manager of our Russiasidiary, NTO IRE-Polus, since 2005.
He served as the Technical Director of NTO IRE-Bdiom 2000 to April 2005 and, from 1993 to 2004 was the
Deputy Director of NTO IRE-Polus. Mr. Samartsevdsoan M.S. in Physics from the Moscow Institutébf/sics
and Technology.

Robert A. Blair has served as a member of our Board of Directaresbeptember 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 ggfot, and
owners of, real estate ventures developed by Thé Ménkler Company. Mr. Blair is managing partnéiseveral
real estate partnerships, has been a managerfgainmcicellular telephone ventures and assistéderdaunch of a
VolIP business. Mr. Blair holds a B.A. in Mathematfoom the College of William & Mary, where he seswon its
governing Board of Visitors, and a J.D. from thevwgnsity of Virginia School of Law.

Michael C. Child has served as a member of our Board of Directaresseptember 2000. Since July 1982,
Mr. Child has been employed by TA Associates, lagrivate equity investment firm, where he cuisesérves as
Managing Director. Mr. Child holds a B.S. in Eléc&d 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. Dalton has 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 Presidtntvas 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 serves as Chairman of the board ettdirs of Breez&astern Corp. and he is a member of the b
of directors of Fresh Del Monte Produce Inc., aBdeed Inc. Mr. Dalton graduated with distinctioonfrthe Unitec
States Naval Academy and holds an M.B.A. from tHeavtbn School of Finance and Commerce of the Usityeof
Pennsylvania.

Henry E. Gauthier has served as a member of our Board of Directareshpril 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. ‘&x&tain
Relationships and Related Party Transactions. d#eesl as Vice Chairman of the board of director€alfierent,
Inc., a manufacturer of photonic products, fromdber 2002 to March 2005. He served as Chairmaheoboard of
directors of Coherent, Inc. from February 1997 twaber 2002 and was its President from 1983 to 1S8te July
1996, Mr. Gauthier has served as a principal ati@@uConsulting. He has been a member of the boiditectors
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. Hurley has served as a member of our Board of Directaceshpril 2006. Since April 2006, he has
been principal of W.S. Hurley Financial ConsultidgC, which provides supplemental chief financidicér
services. From 2002 to April 2006, he was a panvigr Tatum LLC, a nationwide executive serviced an
consulting firm. He was Senior Vice President amie€Financial Officer at Applied Science & Techogy, a
developer, manufacturer and supporter of semicandgapital equipment, from 1999 until 2001. Hevséras Vice
President and Chief Financial Officer at Cybex inétional, Inc., a designer, manufacturer and itistor of fithess
equipment, from 1996 to 1999. From 1992 to 1995yéae Vice President-Controller and Chief Accouni@igjcer
at BBN Corporation, formerly known as Bolt, Berar&eewman, Inc., a high technology company. Mr. ldyr
holds a B.S. in Accounting from Boston College and




an M.B.A. in Finance from Columbia University Grade School of Business. Mr. Hurley is a certifiedblic
accountant.

William F. Krupke, Ph.D., has served as a member of our Board of Directacedrebruary 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 Directorbie 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, SAMARTSEYV, BLAIR, CHILD, DALTON, GAUTHIER, HURLEY AND
KRUPKE AS DIRECTORS.

Corporate Governance

Corporate Governance Guidelines. Our Board has adopted Corporate Governance Guéde(the
“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 availaloeg avith
other important corporate governance materialgurwebsite at www.ipgphotonics.cariiVe 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 preside over executiva@essf independent directol
« the Board appoints all members of the Board conesst

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

« the independent directors meet in executive sessiithout the presence of the non-independent thireor
members of our management periodice

« 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 Governandgedelines and its other corporate governance siand
practices from time to time, as appropriate.

Director Nominations. The Nominating and Corporate Governance Committeke 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 abard
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 appropriate given the current needs oBtteed and the Company to maintain a balance ofviedge,
experience and capability. Candidates for direshmuld have certain minimum qualifications, inchglthe ability
to read and understand basic financial statemantsmust be over 21 years of age and possessgifeshipersonal
integrity and ethics. The Committee also consiaérsther the nominee must be independent for Nasdgzpses.

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 ii@ctbr nomination, including candidates submitbyd
stockholders. The Nominating and Corporate Govera&@ommittee evaluates and interviews potentiatdoa
candidates.

Director I ndependence. IPG follows director independence rules underddgdisting standards and SEC
rules. Also, our Governance Guidelines require ghatajority of our Board of Directors satisfy tielépendence
rules of Nasdaq Global Markets and the SEC. OurdofDirectors has determined that Messrs. B@li|d,
Gauthier and Hurley and Dr. Krupke are “indepentiastdefined by Nasdaqg Rule 4200(a)(15). Our Bbasl
determined that no such member has a relationshipatould interfere with the exercise of indeperigedgment in
carrying out his responsibilities as a director.

Executive Sessions.  Our independent directors meet privately, withmaihagement 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 dee@esssary by the independent directors.

Presiding | ndependent Director. In accordance with our Governance Guidelinesndependent director is
selected at each meeting of the Board of Diredtomeside over executive private meetings of tidependent
directors. The presiding independent director asta liaison between the independent directoroan&hief
Executive Officer, provides him with input regardiagenda items for Board and committee meetingk, an
coordinates with the Chief Executive Officer regagdinformation to be provided to independent divex in
performing their duties. The position of presidindependent director rotates at each meeting hasaad years of
service on the Board.

Director Meetings. It has been the practice of our Board to holéast four regular meetings each year. Our
Board of Directors met in person or by telephonesdimes and acted by unanimous written conseaéttimes in
2006. All of our directors attended at least 75%hefaggregate of the total number of meetings bglithe Board ¢
Directors and committees on which they served B62@xcept for Mr. Samartsev who attended 71% ebibard
meetings.

Policy Regarding Board Attendance. In accordance with our Governance Guidelines dingcctors are
expected to prepare for, attend and actively gpgte in meetings of the Board of Directors and tings of
committees on which they serve. Our directors apeeted to spend the time needed at each meetihtpaneet as
frequently as necessary to properly discharge theponsibilities. We encourage members of our @o&Director:
to attend annual meetings of stockholders, but eveal have a formal policy requiring them to doAb.of our
directors attended our 2006 annual meeting of stoiders.

Stock Ownership Guidelines. The Board adopted stock ownership guideline®©®ir2o more closely align the
interests of our directors and named executive®f§ with those of our stockholders. The guidelpreside that
non-employee directors should maintain an investrimeour stock that is at least equal to five tintesir annual
cash Board retainer (excluding committee retaindits¢ Chief Executive Officer should maintain ameéstment in
our stock that is at least equal to five timesamieual salary. Named executive officers other tharChief
Executive Officer should maintain an investment that least equal to two times their annual gallar each case,
such investment levels should be achieved withifater than five years following the director’'setecutive’s
initial election or appointment or December 12, 200hichever occurs later.

Shareholder Communications. Stockholders wishing to write to the Board ofdgitors or a specified director
or a committee of the Board should send correspm®lto IPG Photonics Corporation, attention Segye Old
Webster Road, Oxford, Massachusetts 01540. Alktewritcommunications received in such




manner from stockholders of the Company shall bedoded to the members or committee of the Board of
Directors to whom the communication is directedifaihe communication is not directed to any parée member
(s) or committee of the Board of Directors, the cmmication shall be forwarded to all members ofBloard of
Directors.

Corporate Responsibility

Code of Business ConduciVe have adopted a code of business conduct aius ¢hat applies to all of our
directors and employees, including our Chief ExeeuDfficer, Chief Financial Officer and other exége officers.
Our code of business conduct includes provisioneitog conflicts of interest, business gifts anteeiainment,
outside activities, compliance with laws and regafes, insider trading practices, antitrust laneympents to
government personnel, bribes or kickbacks, corpamtord keeping and accounting records. The cbdasiness
conduct is posted on our website at www.ipgphotanam.

Procedures for Submitting Complaints Regarding Aatimg 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 reedt These
procedures are posted on our website at www.ip@picg.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 Internet web site at
www.ipgphotonics.com We will also provide electronic or paper copiéshe standing committee charters free of
charge, upon request 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.Bderd of Directors has determined that Mr. Hurlemlifies as
an “audit committee financial expert,” as definedler the Securities Exchange Act of 1934 and tipdicgble rules
of the Nasdaq Global Market. The Audit Committee¢ meperson or by telephone seven times in 2006. Aindit
Committee, among other things:

 appoints, approves the compensation of, and assteseédependence of our independent registerelitpu
accounting firm

« reviews the Audit Committee charter annually armbnemends any necessary amendments to such clrarter t
our Board of Directors

» 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

 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 evkecontrols over financial reporting, disclosuoatols anc
procedures and code of business conduct and €

« establishes, reviews and updates our code of lsstmnduct and ethic
« reviews and approves all rela-party transactions
« 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 SHES to be included in our proxy statements;

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

Compensation CommitteeThe current members of our Compensation CommgtteéVir. Blair, who serves as
Chairman, Mr. Child and Mr. Gauthier, each of whisnan independent director. The Compensation Cotaenihet
in person or by telephone six times in 2006. Then@ensation Committee, among other things:

annually reviews and approves base salary andtimeesompensation for our chief executive offiagther
officers and key executive

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

evaluates the performance of our chief executifieafin light of our corporate goals and objectivad
determines the compensation of our chief executffieer;

periodically reviews compensation practices, pracesl and policies throughout the Company;

reviews and recommends to the Board compensatiandmbers of the Boar

Nominating and Corporate Governance Committééhe current members of our Nominating and Congora
Governance Committee are Dr. Krupke, who serve&dhaérman, Mr. Blair and Mr. Hurley, each of whonais
independent director. The Nominating and CorpoGagernance Committee met in person or by telepheoe
times in 2006. The Nominating and Corporate Govertea&Committee, among other things:

develops and recommends to the Board criteriadardmembershig

recommends to the Board changes that the comnbigiézves to be desirable with regard to the apmatgr
size, functions and needs of the Board of Dire¢!

identifies and evaluates director candidates, dinlynominees recommended by our stockholc
identifies individuals qualified to fill vacancies any committee of the Boar
reviews procedures for stockholders to submit renendations 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 etduigs charter periodically; ai

develops and recommends to the Board a set of @igpgovernance guideline

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 Compensaflommittee.




DIRECTOR COMPENSATION

The following table summarizes the compensatioaamh of our non-employee directors for the fisealry
ended December 31, 2006.

Fees Earned or Option

Paid in Cash Awards Total
Name ©) ®@) (%)
Robert A. Blair(2) 46,667 5,66¢ 52,33t
Michael H. Child(2)(3 — 5,66¢ 5,66¢
John H. Dalton(2 32,50( 5,66¢  38,16¢
Henry E. Gauthier(4 38,95¢ 10,07¢  49,03%
William S. Hurley(4) 40,83 10,07¢ 50,91:

William F. Krupke(2) 35,83: 3,82  39,65¢

(1) Valuation based on the dollar amount of option tg@aacognized for financial statement reportingopses
pursuant to Statement of Financial Accounting Statsl No. 123(R);Share-Based Payment("SFAS 123
(R)"), with respect to 2006. The assumptions thatused with respect to the valuation of option tgame set
forth in Note 2 to our Consolidated Financial Stag¢@ts in our Annual Report on Form 10-K filed witie
SEC on March 29, 200

(2) As of December 31, 2006, Mr. Blair owned optionptwchase 21,667 shares, none of which were vested,;
Mr. Child owned options to purchase 93,335 shareshich 71,668 were vested; Mr. Dalton owned aptio
to purchase 26,667 shares, of which 5,000 weredpand Dr. Krupke owned options to purchase
26,667 shares, of which 5,000 were vested. Eaeletdir was granted options to purchase 6,667 sbares
June 21, 2006 at an exercise price of $6.45 peeghat vest over four years. The grant date f@ue of each
such option award issued in 2006 is $23,*

(3) Mr. Child waived his cash compensation for 2006 pndr years

(4) As of December 31, 2006, Messrs. Gauthier and Kwéeh owned options to purchase 20,000 shares, af
which were vested. All of such options were grardedipril 18, 2006 at an exercise price of $5.37 gfwre
that vest over four years. The grant date fair@afieach such option award issued in 2006 is 887

Director Compensation Plan

Our non-employee director compensation plan prevideboth cash and equity compensation for our non
employee directors. Directors who are also our egg#s receive no additional compensation for therivice as
directors. The principal features of the non-emptogirector compensation plan as in effect for 28@6described
below. The Board determines director compensatameth upon the review and recommendation of the
Compensation Committee. The Board approved a cosapien plan in 2004 and adopted the compensatem pl
described below in June 2006 after consideraticamafidependent director compensation survey ansideration
of director compensation at certain publicly heddnpanies in our industry or with which the direstarere familiar
that are comparable in size to the Company. In B60% and 2006, management of the Company gathéesttor
compensation information for comparable companiesdeveloped preliminary recommendations for carsition
by the Compensation Committee and the Board. Wetplaeview director compensation on an annualsb#si
2007, the Compensation Committee retained an indigre compensation and survey firm to conduct a pegéew
and make recommendations on the Company’s directopensation program going forward.

We also reimburse directors for all reasonableafitgocket expenses incurred for attending Board and
committee meetings. Non-employee directors do éxtive any additional payments or perquisites.

Our Certificate of Incorporation limits the persohability of our directors for breaches by thertoeir
fiduciary duties. Our Certificate of Incorporaticgquires us to indemnify our directors to the fstllextent permitte
by the Delaware General Corporation Law. We hase ahtered into indemnification agreements witloatur
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

Prior to Effective

June 2006 June 2006

Board Retaine $30,00C  $30,00(

Audit Committee Retainel

Chair —  $20,00(

Non-Chair —  $10,00(
Compensation Committee Retain

Chair —  $15,00(

Non-Chair — % 7,50C

Nominating and Corporate Governance Committee RetsiChail —  $10,00(

Non-Chair — % 5,00C

Equity Compensation

Pursuant to the non-employee director compensatamthat we adopted in 2006, non-employee dirsctor
continuing in office after our 2007 annual meetifigtockholders will receive, effective followingd meeting, a
grant of stock options to purchase 6,667 sharesiotommon stock vesting in four equal annual liments. Also
pursuant to the non-employee director compensatiam, the Board approved the grant of options teipase
6,667 shares of common stock to each of Messr#,, Blhild, Dalton and Krupke in June 2006, as discin Note .
to the Director Compensation table above. Upoieingiection to the Board, each new non-employeectior
receives a grant of stock options to purchase B0sb@res of our common stock vesting in four equnalal
installments. The Board approved the grant of otim purchase 20,000 shares of common stock toafac
Messrs. Gauthier and Hurley upon their electiothBoard in April 2006, as described in note theDirector
Compensation table above. The exercise price df ebthese stock options was not less than therfaiket value
of our common stock on the date of grant. Our nmipleyee directors stock option plan is describedienn
“Executive Compensation — 2000 Incentive Compensdglan, 2006 Incentive Compensation 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 inglegent registered public accounting firm and additer
consolidated financial statements for the year diglecember 31, 2006. Our Audit Committee has apedin
Deloitte & Touche LLP to serve as our independegtstered public accounting firm for 2007, and @aaduct audit
of our consolidated financial statements, of mansage’'s assessment of internal control over findmejporting,
and of our internal control over financial repogtitior the year ending December 31, 2007.

Our Audit Committee is responsible for selectind 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 thepantment, the Audit Committee will reconsider wetto retain
Deloitte & Touche LLP, and may retain that firmaother without re-submitting the matter to oucktwlders.
Even if the appointment is ratified, the Audit Corttee may, in its discretion, direct the appointineina different
independent registered public accounting firm gttime during the year if it determines that suathange would
be in the best interests of IPG Photonics and tmekkolders.
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In order to pass, this proposal must receive a nitgjof the votes cast with respect to this mat®e will count
abstentions but not broker non-votes when we tédbwiates cast and, as a result, an abstentionresghect to this
proposal will have the same effect as a vote ag#irsproposal.

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 2007.

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 2006 2005
Audit fees $1,033,37! $293,18!
Tax fees 20,67: 47,11:
Total Fees $1,054,041  $340,29¢

Audit fees. These fees comprise fees for professional sesvaedered 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 forseoits for SEC filings. During 2006, the audit fesated to variou
audit services associated with the initial pubfieong of our common stock (the “IPO”) totaled $Gmillion.

Tax fees. Fees for tax services consisted of fees for tamydiance 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 obtarergment approval for amounts to be included infilings anc
consisted of (i) federal, state and local incomxerédurn assistance, (i) 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.

Poalicy on Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent
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 pubdicumting firm. Preapproval is generally provided for each fis
year, and any p-approval is detailed as to the particular sereiceategory of services and is generally subjeet to
specific budget. The independent registered p@giounting firm and our management are requirgeétimdically
report to the Audit Committee regarding the extergervices provided by the independent registprdiic
accounting firm in accordance with this
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pre-approval, including the fees for the servicesgrmed to date. In addition, the Audit Commitédso may pre-
approve particular services on a case-by-case, lassiequired.

AUDIT COMMITTEE REPORT

The primary role of the Audit Committee is to asi® Board of Directors in fulfilling its oversigh
responsibilities by reviewing the financial infortizen 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 is responsible for establishing and taiaimg the Company’s system of internal contraid for
preparation of the Company’s financial statemefii@ Company’s independent registered public acdogifirm,
Deloitte & Touche LLP, is responsible for performian audit of the Compars/tonsolidated financial statement
accordance with generally accepted auditing stalsdand issuing an opinion on the financial statemdrhe Audit
Committee has met and held discussions with manageand the Company’s independent auditors, andleas
met separately with the Company’s independent argjitvithout management present, to review the waqof
the Company’s internal controls, financial repagtpractices and audit process.

The Audit Committee has reviewed and discusse€thmpany’s audited consolidated financial statemfamts
the year ended December 31, 2006 with managemdnharindependent auditors. As part of this revigne,Audit
Committee discussed with Deloitte & Touche LLP ¢oenmunications required by generally accepted angdit
standards, including those described in Statemewtudliting Standards No. 61, as amend&@hmmunication with
Audit Committee”

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 No*lhdependence Discussions with Audit Committedhé Audit Committee has
discussed the written statement with the indeperaiaditors and has considered whether the indepé¢radelitors’
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, 2006, ad filith the
SEC.

AUDIT COMMITTEE
William S. Hurley,Chair
Michael C. Child

Henry E. Gauthier
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Executive Officers

The following table sets forth certain informatiggarding our executive officers as of April 27020

Name Age Position

Valentin P. Gapontsev, Ph.I 68 Chief Executive Officer and Chairman of the Bo
Eugene Shcherbakov, Ph.| 58 Managing Director of IPG Last

Timothy P.V. Mammel 37 Chief Financial Officer and Vice Preside

Angelo P. Lopresi 43 General Counsel, Secretary and Vice Presi
Alexander Ovtchinnikov, Ph.D 46 Vice Presider-Component:

George H. BuAbbud, Ph.C 52 Vice Presider-Telecommunications Produc
Denis Gapontsev, Ph.L 34 Vice Presider-Research and Developme

Igor Samartse 44 Acting General Manager of NTO IF-Polus
William Shiner 60 Vice Presider-Industrial Market:

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

Timothy P.V. Mammen has served as our Chief Financial Officer sincg 2000 and a Vice President since
November 2000. Between May 1999 and July 2000 M&mmen served as the Group Finance Director an@1@l
Manager of the United Kingdom operations for IPMD. Mammen was Finance Director and General Manafer
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. Honoursesegr
in International Trade and Development from the dam School of Economics and Political Science aral i
Chartered Accountant and a member of the Instdfi@hartered Accountants of Scotland.

Angelo P. Lopresti has served as our General Counsel and Secretagnanaf our Vice Presidents since
February 2001. Prior to joining us, Mr. Loprestisaapartner at the law firm of Winston & Strawnrfrd999 to
2001. Prior to that, he was a partner at the laww &f Hertzog, Calamari & Gleason from 1998 to 199@ an
associate there from 1991 to 1998. Mr. Loprestilba B.A. in Economics from Trinity College and.B.¥rom the
New York University School of Law

Alexander Ovtchinnikov, Ph.D., has served as our Vice President, Components, Sieyggeember 2005 and as
Director of Material Sciences from October 2005aptember 2005. Prior to joining us, Dr. Ovtchimvikvas
Material Science Manager of Lasertel, Inc., a maidrigh-power semiconductor lasers, from 1999G612 For
15 years prior to joining Lasertel, Inc., he workedthe development and commercialization of higivgr diode
pump technology at the loffe Institute, Tamperevdrsity of Technology, Coherent, Inc. and Spectigsits
Corporation. He holds an M.S. in Electrical Engitirgge 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.D., has served as our Vice President, TelecommunicaBooducts, since July 2002.
Prior to joining us, Dr. BuAbbud was Vice Presidantl Chief Technical Officer for the Access Netw8gkstems
division of Marconi Communications, Inc., a makétedlecommunications systems, from 1999 to 2002hélds a
B.E. in Electrical Engineering from the Americanilrsity of Beirut and an M.Sc. and a Ph.D. in Hieal
Engineering from the University of Nebraska.

Denis Gapontsev, Ph.D., has served as our Vice President of Research aneld@nent since August 2000.
From 2000 until 2005, he was also a member of aar® of Directors. From 1994 to 1996, Dr. Gapontserked
as a scientist at NTO IRE-Polus. He worked at IFfeln 1996 to 1998 and at IPG Laser from 1999 to020¢here
he researched fiber lasers and raman fiber laBer§&apontsev holds a B.S. and an M.S. in Phys@s the
Moscow Physics and Technology Institute and a Pfidbn the University of London. He is the son of Dalentin
P. Gapontsev.
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William Shiner has served as our Vice President-Industrial Margieise March 2007 and as Director of
Industrial Markets since August 2002. Prior to jogius, Mr. Shiner was Vice President of SalesMadketing for
Coherent Industrial from 1980 to 1995 and Chief @peg Officer for Convergent Prima from 1995 td®020He 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 ANALY SIS

Overview

This compensation discussion and analysis desdiilgamaterial elements of compensation awardeekimed
by or paid to our Chief Executive Officer, Chiehncial Officer and our three other most highly pemsated
executive officers, each as named in the tablesibélNe refer to all of these officers as “namedoetiee officers.”
While this compensation discussion focuses primanil the information contained in the following edand
related footnotes, as well as the narrative regatinthe last completed fiscal year, we also dbsarbmpensation
actions taken before or after the last completsehfiyear to the extent that such discussion erisathe
understanding of our executive compensation discéos

We believe that our success depends on the codtcargributions of our named executive officersr Ou
executive compensation programs are designed hatiphilosophy of attracting, motivating and retadni
experienced and qualified executive officers amdalors and recognizing individual merit and ovidrakiness
results. Our policies are also intended to supgperattainment of our strategic objectives by tytimg interests of
our executive officers with those of our stockhosdarough financial and operational performancalgand equity-
based compensation.

The principal elements of our executive compensgtimgrams are base salary, annual cash incenkres,
term equity incentives in the form of stock optipasd other benefits and perquisites. Our saladytemefits are
intended to be competitive with those of similasifuated companies and our objective is to posttienaggregate
these elements at a level that is commensurateowitBize and sustained performance.

Compensation Program Objectives and Philosophy
In General
The objectives of our compensation programs are to:

« attract and retain talented and experienced exaxs;

« motivate and reward executives whose knowledgés siaid performance are critical to achieving simat
business objective:

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

* incent future contributions through both short-tema long-term financial incentives to build a sirsible
company and foster the creation of stockholdereszdind

- foster a shared commitment among executives thresgblishment 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. We seek tagealirect compensation that is competitive, buielve that a
portion of total compensation should be performamased and in the form of equity awards.
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How We Determine and Assess Executive Compensation

The Compensation Committee of our Board of Direstoomposed entirely of independent directors,
determines and approves the compensation of oaugxe officers, including our named executive adfis. Our
Compensation Committee is also responsible for ngpkécommendations to the Board with respect t@atiuption
of stock and benefit plans. The Compensation Cotaminay delegate authority whenever it deems apptepbut
it did not do so in 2006.

Our Compensation Committee’s policy is to set seax@cutive pay in accordance with the objectivisdhe
Company’s compensation programs as described abower view, the Company’s executive compensation
program provides an overall level of compensatippastunity that is competitive with other companieshe 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 greater or less average
competitive levels provided by similar companiesdshupon annual and long-term Company performasceell
as individual performance, contributions, skillgperience and responsibilities.

Prior to December 2005, the non-management menobers Board of Directors determined and approved t
compensation of our executive officers and negadi@mployment agreements to retain key management a
provide stability during our critical periods ofagvth. In December 2005, the Compensation Commitssemed th
responsibilities of determining and approving exeeuofficer compensation in addition to the otheatters set
forth in the Compensation Committee charter. Thew@ensation Committee is now comprised of threepeddent
directors, two of whom have experience servinghenlioards of directors and compensation commitiepablicly
traded companies. One such member was the presidémhief executive officer of a publicly tradedér
company. The Compensation Committee met outsidprésence of all of our executive officers to cdesithe
appropriate compensation for our Chief ExecutivBo®f. For all other named executive officers, @mmpensation
Committee met outside the presence of all executifieers except for our Chief Executive Officen.2006, our
Chief Executive Officer reviewed the performanceof executive officers with the Compensation Cotteriand
made recommendations to the Compensation Committegespect to those executive officers’ basergaknnual
cash incentive plan targets and awards, and the gfdong-term equity incentive awards to suchcesive officers.
Executives of the Company assisted the Chief Exex@fficer in making recommendations to the Congagion
Committee with respect to annual cash incentiva fdagets and awards. For our Chief Executive @ffithe
Compensation Committee analyzed the performanocamn€hief Executive Officer and independently rexee and
determined his base salary, annual cash incenl@regnd the grant of lontgrm equity incentive awards to him. F
all other named executive officers, the Compensafiommittee approved the annual compensation padkased
on recommendations by our Chief Executive Offiaedt the other considerations discussed below. 17 2@
Compensation Committee retained an independent eosagion and survey firm to conduct a peer reviedvraake
recommendations on the Company’s overall executivepensation program going forward.

Base Salary. Our named executive officers and other executhaen a competitive annual base salary that is
not subject to our performance risk, so that then@@any is able to attract and retain employees arthppropriate
caliber of talent for the particular position. Basgaries for our executives are established basede scope of the
responsibilities and their prior relevant backgrmunaining, experience and compensation levekindgainto
account competitive market compensation and theativaarket demand for such executives at the tifrtgre. An
executive’s base salary is also evaluated from tortame together with other components of the akge’s
compensation to ensure that the executive’s tot@pensation is in line with our overall compensatdilosophy.

Historically, base salaries are reviewed upon #mration of the executive’s employment agreemet for
merit reasons. In the future, base salaries willdeewed periodically and increased for merit ceess based on the
executive’s individual performance and an assessofemhether significant corporate goals were aobik If
necessary, we may also realign base salaries vathanlevels for the same positions in companiesiroflar size if
we identify significant market changes in our datalysis.
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Based upon its review, the Compensation Commiippeced increases in the annual base salariegof th
following named executives in 2006: Dr. Shcherbakmm $259,000 to $280,000; Mr. Mammen, from $200, to
$270,000; Mr. Lopresti, from $263,000 to $270,080¢d Dr. Ovtchinnikov, from $200,000 to $240,000.

Dr. Gapontsev’s base salary was not increased(6.20

Annual Cash Incentives under our Non-Equity InaenRlan. We provide the opportunity for our named
executive officers and other executives to earararual cash incentive award. We provide this opmityt to attrac
and retain an appropriate caliber of talent forghsition and to motivate executives to achievefimamcial and
other business objectives. Annual cash incentivegimnted under our Senior Executive Short-Tercentive Plan
(“STIP”) that was adopted in 2005. The STIP is adstered by the Compensation Committee, which egetion
to determine the type of award, whether cash oraash, granted pursuant to the terms of the STIstokigally, the
emphasis of the STIP has been on company-wide npeaftce goals in order to foster a shared commitmerng
executives. Generally, award levels for executaresthe same as a percentage of salary, exceghief@hief
Executive Officer who generally receives awarda gteater percentage of salary than the othereoffifor
achievement of the same performance goals. Witinietyr days after the start of each fiscal yearGbenpensation
Committee determines who is eligible to receive msainder the STIP, establishes performance gadls a
objectives for those eligible employees, estabfigheget awards for each participant of up to 2@d%he
participant’s base salary and, if applicable, defécompensation, for the relevant performanceodednd
determines what percentage of the target awarddheuallocated to the achievement of each of bosen
performance targets.

Early in 2006, the Compensation Committee idertdifigo financial performance measures, net sales and
earnings before taxes (excluding equity-based cosgi®n, bonus accruals and non-cash charges)asach
determined under the STIP, and assigned a 50% timjgfactor to each performance measure. Consistithtour
pay-for-performance philosophy, no payments forfith@ncial measures would be made if the minimuiectives
established by the Compensation Committee in 208& wot met. The Compensation Committee considared
chosen metrics to be the best indicators of firdrprformance and creation of stockholder value.

Upon the achievement of the objectives for eacfopmance measure determined by the Compensation
Committee, participants could receive a cash incemayment ranging from 45% (upon achievemenhef t
minimum level of performance) to 113% (upon achieeat of the maximum level of performance) of basdary
for Dr. Valentin Gapontsev, and from 30% (upon aghiment of the minimum level of performance to Ag36n
achievement of the maximum level of performancd)asfe salary for the other named executive offiaatsother
participants in the STIP. Company-wide performanigiectives were established in recognition thatatt@nment
of these goals is a team effort and to ensuretligaincentives were consistent with the strategaigyset by the
Board. The financial and non-financial objectivesr&vthe same for all named executive officers. @/blljectives
were intended to be achievable by the Company,xamnuen bonus would require very high levels of Compa
performance, which we believe are possible but déficult to achieve. In the two years that we baperated the
STIP, we have not paid the maximum award amouahjoexecutive.

The Compensation Committee strove to set aggrepsifermance objectives, including minimum and
maximum targets for net sales from $138 millioi$180 million, representing annual growth levelgl8%o to 86%
from the prior year. The minimum and maximum eaggibefore taxes targets were set from $31 millon t
$58 million, representing growth levels of 120%3til % from the prior year level. The Compensatiom@iitee
also set a nofinancial objective whereby participants would rigeea cash incentive payment of 25% of base si
if the Company completed its IPO in 2006. Afteriesving the Company'’s financial performance for &isgear
2006 and the achievement of the non-financial divjeén 2006, the Compensation Committee awardedtmed
executive officers the amounts set forth in the fiNgguity Incentive Plan Compensation” column of 2096
Summary Compensation Table below.
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In 2006, there were no specific individual perfono@ objectives for incentive awards under the SBUR the
Compensation Committee may exercise its discretiahtake into account individual performance ired®eining
awards.

The Compensation Committee makes adjustments tovaurall corporate performance goals and our actual
performance results that may cause differencesdsetthe numbers used for our performance goalshend
numbers reported in our financial statements. Thdfgstments may exclude all or a portion of bbthpositive or
negative effect of external events that are outtfidecontrol of our executives, such as naturasess, litigation or
changes in accounting or taxation standards. Tadjsstments also may exclude all or a portion a@htloe positive
or negative effect of unusual or significant stgateevents that are within the control of our exe@s but that are
undertaken with an expectation of improving ourgdgarm financial performance, such as restructg;ing
acquisitions or divestitures.

Long-term Equity IncentivesWe provide the opportunity for our named exeautifficers and other
executives to earn long-term equity incentive awakgng-term incentive awards provide employeeh tie
incentive to stay with us for longer periods ofdéimvhich, in turn, provides us with greater stépiland directly
links compensation to the long-term performancthefCompany. In addition, these awards are legt/dosus in
the short term than cash compensation. We reviagrterm equity incentives for our named executiffeers and
other executives annually. For 2006, our long-teruity incentive program consisted of grants oflstptions.

For our named executive officers, our stock opplorgram is based on grants that were individuadigatiated
in connection with their hiring by the Company gratiodic grants to our executives. We have traditily used
stock options as equity compensation because sitdns provide a relatively straightforward indeatfor our
executives, result in less immediate dilution ab&rg stockholders’ interests and, prior to ouotibn of FAS 123
(R), resulted in less compensation expense foelasive to other types of equity awards. Generally, stock
options vest in four equal installments on annigges of the dates of grant. Historically, our Glid&ecutive
Officer has not received annual grants of stoclongtin light of his large stock ownership as therfder of the
Company.

In 2006, the Compensation Committee approved thetgf stock options to all of our executives, ottian
the Chief Executive Officer, in order to providedmtives for them to remain at the Company ovetdhg term,
align their interests with those of stockholderd arovide stability as the Company transitionedfra privately
held to a publicly held company. Prior to the granthe named executive officers in 2006, a sigaiit portion of
their stock options were vested. In order to praribé retention of the named executive officergtierlong term,
the Committee granted options that vest over fiary, a longer vesting schedule than the typicatyear option
vesting. In April 2006, the Compensation Commitjeznted options to purchase 66,666 shares of constack to
each of Dr. Shcherbakov and Messrs. Mammen andelsti@and options to purchase 100,000 shares of comm
stock to Dr. Ovtchinnikov. These stock options wgrranted at an exercise price of $5.37 per shiageefair market
value of the Company’s common stock on the datganft.

Severance BenefitsThe employment agreements with our named exexofficers have change in control
provisions, the terms of which are described befothe section entitled “Executive CompensationPetential
Payments Upon Termination or Change in Control.” Wgkeve these severance and change in controfiteare
an essential element of our executive compensptickage, are consistent with market practices asidtaus in
recruiting and retaining talented individuals.

Other Compensation.All of our executives are eligible to participateour employee benefit plans, including
medical, dental, vacation and life insurance. E¥ges in the United States also participate in4Qt(k) plan and
our non-U.S. executives overseas participate iregovent-sponsored retirement programs. These ptans
available to all salaried employees and do notrigigoate in favor of executive officers. Benefiteantended to be
competitive with the overall market in order toifate attraction and retention of high-quality gloyees. Subject
to local customs and the international nature oftasiness and management, it is generally oucyaolot to extend
significant perquisites to our executives thatrayegenerally available to our employees. Dr. Gagmnuses
Company-owned housing located on the site of oub&th, Germany
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factory and is provided with an automobile leasgdhe Company for Company business when he visit$&Serma
operations. Because of the Company’s multiple looatand the Chief Executive Officer’s travel densrthe
Company believes that the use of Company-ownedigasd a leased automobile are cost-effectivenauoassary
to enable the Chief Executive Officer to perforra Huties. The Company also provides Dr. Shcherbalitivan
automobile, as it does to other high-ranking eme@ésyin Germany. We have no current plans to makegds to
levels of benefits and perquisites provided to ekges.

Other Factors Affecting Compensation
Tax Deductibility Under Section 162(m)

Section 162(m) of the Internal Revenue Code of 1@8&mended, limits the deductibility for federadlame ta
purposes of certain compensation paid in any ygar fublicly held corporation to its chief execetiofficer and its
four other most highly compensated officers to $llion per executive (the “$1 million cap”). The $illion cap
does not apply to “performance-based” compensaisotefined under Section 162(m) or to compensétiaial
pursuant to certain plans that existed prior tor@aration becoming publicly held”. Historicallypne of our
executive officers has received annual compensatian amount that would be subject to limitatiower
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 fappses
of Section 162(m). We believe we can continue &serve related federal income tax deductions, adtho
individual exceptions may arise. The Compensatiommittee’s policy with respect to Section 162(mfoisnake a
reasonable effort to cause compensation to be tibtluby the Company while simultaneously providog
executive officers with appropriate rewards foritiperformance.

Accounting Considerations

The Company considers the accounting implicatidredl@aspects of its executive compensation progiafith
the adoption of FAS 123(R), we do not expect actingrireatment of differing forms of equity awardsvary
significantly and, therefore, accounting treatnmismiot expected to have a material effect on olacsien of forms
of equity compensation. In addition, accountingtmeent is just one of many factors impacting plasigh and pay
determinations. Our executive compensation progsaskesigned to achieve the most favorable accogiatinl tax
treatment possible as long as doing so does ndlictomith intended plan design or program objeesv

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 DirectorsttmCompensation Discussion and Analysis be dedun
the Company’s proxy statement for the Company’s72thual meeting of stockholders.

COMPENSATION COMMITTEE
Robert A. Blair,Chair

Michael C. Child

Henry E. Gauthier
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EXECUTIVE COMPENSATION

2006 Summary Compensation Table

The following table sets forth information regamglicompensation earned in 2006 by our Chief Exeeutiv
Officer, our Chief Financial Officer and our threther most highly compensated executives:

Non-Equity
Option IncentivePlan  All Other
Salary Bonus Awards Compensation Compensation  Total
Name and Principal Position Y ear % $ [©]E) (©]W) [©]E) (©)]
Valentin P. Gapontsev, Ph.I 200€ 359,287 — — 266,40( 38,72¢ 664,41¢
Chief Executive Officer and Chairmar
of the Board(4
Timothy P.V. Mammen 200¢ 257,34t — 28,30: 155,25( 7,00¢ 447,90°
Chief Financial Officer and Vice
Presiden
Eugene Shcherbakov, Ph.! 200€ 291,43. — 26,87¢ 161,02 21,612 500,94
Managing Director of IPG Laser and
Director(5)
Angelo P. Lopresti 200€ 268,56 — 28,30: 155,25( 7,017 459,13
General Counsel, Secretary and Vice
Presiden
Alexander Ovtchinnikov, Ph.D 200€ 258,92 — 41,73¢ 138,00 6,85¢ 445,51
Vice Presiden— Component:

(1) Valuation based on the dollar amount of option tg@aacognized for financial statement reportingppses
pursuant to SFAS 123(R) with respect to 2006. seiaptions that we used with respect to the valnaif
option grants are set forth in Note 2 to our Coidstéd Financial Statements in our Annual Report on
Form 1(-K filed with the SEC on March 29, 20C

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

(3) The amount for Dr. Gapontsev consists of (i) $40Bremiums paid for group term life insurance, $8)656
in health care premiums paid in excess of groufiiheaverage in the United States, (iii) $4,02health care
premiums paid in Germany and (iv) $12,903 in actwsks incurred by the Company to provide Dr. Gége
housing in Germany and $15,745 in actual costsirdlby the Company to lease a car for Dr. Gaparitse
Germany, both for his use during his periodic si$it our factory there. Amounts for Messrs. Mamrmaed
Lopresti and Dr. Ovtchinnikov include matching a@mttions to retirement accounts under our 401{&hp
and our payment of group term life insurance prensiuThe amount for Dr. Shcherbakov includes thersg
of an automobile provided by the Compa

(4) Portions of the amounts paid to Dr. Gapontsev wlermminated in Euros and Rubles. These were ttedsla
into U.S. Dollars at the respective average daithange rates for 200

(5) A portion of the amounts paid to Dr. Shcherbakog @anominated in Euros. This was translated into
U.S. Dollars at the average daily exchange rat@@06.

Employment Agreements

On March 1, 2006, we entered into employment agezg¢snwith Dr. Gapontsev, Dr. Shcherbakov,
Messrs. Mammen and Lopresti, and Dr. Ovtchinnikidhese agreements are for a two-year term of empmaym
except that the term of Dr. Gapontsev’'s agreengetiiree years. All of these agreements will beraataally
renewed upon the completion of their initial tedfmissuccessive one-year periods unless either weeoexecutive
officer gives 180 days’ prior written notice ofémit not to extend the agreement. The agreemeritie ¢nése
executive officers to participate in any bonus platandard insurance plans, such as life, ac@tideath and
dismemberment, short-term disability and long-telisability insurance, and retirement benefits, sagihe 401(k)
plan and stock option plans described above, oilssiterms and on a
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similar basis as such benefits are available touiees at similar levels within the organizatidine agreements for
Drs. Gapontsev, Shcherbakov and Ovtchinnikov reqe@ch of them to refrain from competing with usgeriod
of one year following the termination of their emmyrnent with us for any reason and from hiring cupyees or
soliciting our customers for a period ending onldter of March 1, 2008 or 18 months following teemination of
their employment with us for any reason. These eyipént agreements also provide for payment of aipgaial
bonus award to the respective executive officehéevent his employment with us is terminated gesalt of his
disability or to his estate if his employment ist@ated as a result of his death.

We have also entered into indemnification agreemetith all of our named executive officers, andhvese
purchased directors’ and officers’ liability insnce. Our Certificate of Incorporation limits thergenal liability of
our officers for breaches by them of their fidugiduties. Our Certificate of Incorporation requitesto indemnify
our officers to the fullest extent permitted by thelaware General Corporation Law.

2006 Grants of Plan-Based Awards

The following table sets forth information regamgliplanbased awards to our named executive officers Bz
including potential award amounts available underSTIP for 2006, the actual amounts of which wadgtermined
and reported in the Summary Compensation Tableeaboger the column entitled “Non-Equity IncentivarP
Compensation”:

All Other

Stock
Awards: Grant Date
Number of Exerciseor Fair Value
Sharesof BasePrice of Stock

Estimated Possible Payouts Under Stock or  of Option and Option
Grant Non-Equity Incentive Plan Awards ($)(1) Units Awards Awards

Name Date Threshold Target Maximum # ($/sh) (E]&)
Valentin P. Gapontse 3/14/200¢ 252,00( 496,80( — — —
Timothy P.V. Mammel 3/14/200t 148,50( 270,00( — — —
4/18/200t — — 66,66 5.37 190,62¢
Eugene Shcherbak¢ 3/14/200¢ 154,00( 280,00t — — —
4/18/200t — — 66,66 5.37 190,62¢
Angelo P. Lopresi 3/14/200¢ 148,50( 270,00( — — —
4/18/200t — — 66,66 5.37 190,62¢
Alex Ovtchinnikov 3/14/200¢ 132,50( 240,00( — — —
4/18/200¢ — — 100,00t 5.37 285,94(

(1) Amounts shown represent amounts that were availaidder the STIP for 200

(2) The value of an option award is based on the fdinevas of the grant date of such award deternponesbiant
to SFAS 123(R). The assumptions that we used wipect to the valuation of option grants are sih fo
Note 2 to our Consolidated Financial StatementainAnnual Report oForm 10-K filed with the SEC on
March 29, 2007. The option exercise price has pehldeducted from the amounts indicated above.
Regardless of the value placed on a stock optiath@grant date, the actual value of the optiohdepend ol
the market value of our common stock at such datled future when the option is exercised. All saptions
were granted under our 2006 Incentive Compens&tian.




Outstanding Equity Awar ds as of December 31, 2006

The following table provides information regardimgexercised stock options held by each of our named
executive officers as of December 31, 2006. Thomwards with an expiration date of April 18, B8aa the table
below are also reported in the 2006 Grants of Based Awards table above:

Securities Securities
Underlying Underlying

Unexer cised Unexercised Option

Options Options Exercise Option
#) #) Price Expiration

Name Grant Date Exercisable Unexercisable [©]E) Date
Valentin P. Gapontse — — — — —
Timothy P.V. Mammel 5/1/199¢ 66,66 — $ 1.5C 5/1/200¢
6/14/200: 33,33¢ — $ 1.5C 6/14/201.
6/14/200: 14,43] — $ 1.5C 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¢ 11,111 5,5562) $ 1.5C 3/3/201:
3/3/200¢ 16,66" — $ 1.5C 3/3/201«
9/22/200! 3,33¢ 10,00/3) $ 1.8¢ 9/22/201!
4/18/200t — 66,66(4) $ 5.37 4/18/201t
Eugene Shcherbak¢ 4/18/200¢ — 66,667(4) $ 5.37 4/18/201!
Angelo P. Lopresi 6/14/200: 100,00( — $ 1.5C 6/14/201.
6/14/200: 18,03¢ — $ 1.5C 6/14/201.
9/20/200: 12,50( — $ 1.5C 9/20/201.
3/18/200: 16,82 — $ 1.5C 3/18/201.
6/10/200: 2,88t — $ 1.5C 6/10/201.
3/3/200¢ 11,117 5,55¢2) $ 1.5C 3/3/201«
3/3/200¢ 16,66 — $ 1.5C 3/3/201:
9/22/200! 3,33¢ 10,00(3) $ 1.8¢ 9/22/201!
4/18/200t — 66,66(4) $ 5.37 4/18/2011
Alexander Ovtchinniko 3/3/200¢ — 2,2242) $ 1.5C 3/3/201¢
3/3/200¢ — 16,667(3) $ 1.5C 3/3/201¢
9/22/200! 932 10,00/3) $ 1.8¢ 9/22/201!
4/18/200t — 100,00((4) $ 5.37 4/18/201t

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

(2) Assuming the continued service of the named exeeuaificer, each option vests and becomes exeieisab
three equal annual installments on each of thetfiree anniversaries of the date of gr.

(3) Assuming the continued service of the named exeeutificer, each option vests and becomes exefeisab
four equal annual installments on each of the fost anniversaries of the date of gre

(4) Assuming the continued service of the named exeeutificer, each option vests and becomes exefeisab
five equal annual installments on each of the five anniversaries of the date of gre

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

In April 2000, our Board of Directors adopted of0R Incentive Compensation Plan, or 2000 plan,iand
February 2006, our Board of Directors adopted @@62ncentive Compensation Plan, or 2006 plan. The
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2000 plan and the 2006 plan have been approvedibstackholders. We reserved 5,833,333 shares tihe 000
plan and 4,000,000 shares under the 2006 plafméassuance of awards under the plans. Other teanumber of
shares reserved, the plans are substantially ménBEach plan will terminate ten years after degtion, unless
terminated earlier by our Board of Directors.

The 2000 plan and the 2006 plan are administeradb ompensation Committee of our Board of Directo
The committee approves awards under the plansidimg the exercise price and other terms of eadrdvsubject
to the provisions of the plans and has generaloaitytto administer the plans, including to accaterthe vesting of
awards and grant awards in replacement of prewiarsinted awards.

Each plan authorizes the grant of options to puselmmmon stock intended to qualify as incentivekst
options, as defined in Section 422 of the InteR@yenue Code, and nonstatutory stock options. Tare @lso
provide for awards of restricted stock, stock ymtrformance shares, performance units, stockeafgiion rights
and cash awards. The 2000 plan also provides fardsnof unrestricted stock.

Our officers, directors, employees, consultantsashdsors are eligible to receive awards undepthrs. No
participant may receive awards for over 1,333,388as of common stock in any calendar year unde2@®@0 plan
or over 1,666,667 shares of common stock in argnckdr 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-emplaiesctor plan was approved by our stockholdersy ©ar non-
employee directors are eligible to receive awarttten the non-employee director plan. We reservé&jebs shares
for issuance under the n@mployee director plan. The maximum number of sh#rat may be issued or transfer
under the plan equals 0.75% of the number of cutétg shares of the Company (on a fully diluted$)eat the end
of the plan year preceding the then-current plar,y& on January 1, 2006, whichever is greatetpupmaximum
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 dlmy@mpensation Committee. The committee approves
awards under the plan, including the exercise @imtother terms of each award, subject to theigioms of the
plan and has general authority to administer tha,ghcluding to grant awards in replacement oéotwards. The
exercise price must be at least equal to the faiket value of our common stock on the date oftgran

The non-employee director plan authorizes the gshoptions to purchase common stock that aremtehed
to qualify as incentive stock options, as defime&eéction 422 of the Internal Revenue Code. The also provides
for awards of stock appreciation rights, stock syrétock awards and cash awards.

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

« accelerate the time for exercise or payout of aismnding 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 markatealf the award on the date of the change in cbatrd the
exercise price per share, if any, of such awar

* provide that all outstanding awards will be assuimgthe entity that acquires control or substitutad
similar awards by such entit

In addition, in the event that the 2000 plan or@f@n is terminated due to a merger or acquistifoime
Company, the Compensation Committee has the tigitnot the obligation, to direct the repurchasewttanding
stock options at a price equal to the fair marledti@ of the shares subject to the repurchasedrzpiéss the
exercise price per share.

The non-employee director plan provides that awbet®me fully vested and exercisable upon a chamge
control.
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For these purposes, a “change in control” meanscharrence of any of the following:

« any person becomes a beneficial owner of our gsirepresenting 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 l¢ast
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

Option Exercisesand Stock Vested

The following table provides information regardistgpck option exercises by our named executive effiin
2006:

Option Awards

Number of Shares Value Realized
Acquired on Exercise on Exercise

Name # ®@)
Valentin P. Gapontse 237,25: $ 3,558,78
Timothy P.V. Mammel — 3 —
Eugene Shcherbak¢ 23,18 $ 347,76(
Angelo P. Loprest 16,667 $ 250,00!
Alexander Ovtchinniko 96,84¢ $ 1,452,69

(1) There was no public trading market for our commimels on the dates of exercise. As permitted by 8HES,
the value realized is based upon the differencedst our IPO price of $16.50 per share and theceseer
price.

Pension Benefits

None of our named executive officers participaterifiave account balances in qualified or nongjelif
defined benefit pension plans sponsored by us.Cdrepensation Committee may elect to adopt qualidied
nonqualified defined benefit pension plans in teife if the Compensation Committee determinesdbatg so is
in our best interests.

Nonqualified Deferred Compensation

None of our named executive officers participaterilmave account balances in nonqualified defined
contribution plans or other nonqualified deferredhpensation plans maintained by us. The Compemsatio
Committee may elect to provide our officers anceottmployees with nonqualified defined contributorother
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 with the daxecutive officers, each named executive offiercep
Dr. Gapontsev, would continue to receive 100% sfdailary for a period of one year from the dateghination if
the Company terminates his employment without caunske officer terminates employment for good ozasn the
event that Dr. Gapontsev terminates his employrfgrgood reason, he would receive
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100% salary continuation for the longer of one yaahe remaining term of his agreement, but irewent longer
than two years. The definition of “good reasdor’ each named executive officer includes the failof the executiv
to maintain his specific executive position witle tBompany following a change in control, as defimedur 2006
Incentive Compensation Plan. We are not obligateddke any cash payments to these executivediif the
employment is terminated by us for cause or byettexutive not for good reason. No severance orfliieiaee
provided for any of the executive officers in theet of death or disability. A change in controedmot affect the
amount of these cash severance payments.

The stock options awarded to the named executfieeof 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 CompensBtam
provides that, upon a change in control of the Camypthe 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 outslang awards will either be assumed by the entisit acquires
control or substituted for similar awards by sualitg. See “2000 Incentive Compensation Plan, 20@éntive
Compensation Plan and Non-Employee Directors S&bak” above.

The following table provides information regardingnefits to our named executive officers upon mitggtion
of employment or change in control:

Termination
Without Cause or Changein
For Good Reason Control
Name Benefit ($) $@D
Valentin P. Gapontse Salary 720,00( —
Option acceleratio — —
Eugene Shcherbak¢ Salary 280,00( —
Option acceleratio — 1,242,001
Timothy P.V. Mammel Salary 270,00( —
Option acceleratio — 1,588,23:
Angelo P. Lopresi Salary 270,00( —
Option acceleratio — 1,588,23:
Alexander Ovtchinniko Salary 240,00( —
Option acceleratio — 2,509,22!

(1) Option acceleration value is calculated using thgregate difference between the exercise priceshanlkhst
reported closing sale price of our common stockrpgn December 31, 2006 if the Compensation Coremitt
determines to accelerate the vesting of stock nptimvested at December 31, 2006 upon a changmirot

INFORMATION ABOUT COMMON STOCK OWNERSHIP

The following table provides information about tieneficial ownership of our common stock as of Apri,
2007, 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 April Z007 through the exercise of any option, warrant
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or otherwise. Except as noted below, we believettieapersons named in the table have sole votidgravestment
power with respect to the shares of common stotfosth opposite their names. Percentage of beiaéfigvnership
is based on 42,921,976 shares of common stockaodlisg as of April 27, 2007. All shares includedtie ‘Right to
Acquire” column represent shares subject to outtitanstock options that are exercisable within 89dafter

April 27, 2007. The address of our executive oficend directors and IP Fibre Devices (UK) Ltdnisare of IPG
Photonics Corporation, 50 Old Webster Road, Oxfdtdssachusetts 01540.

Shares Beneficially Owned

Right to
5% Stockholders, Directorsand Executive Officer s Outstanding Ac%uire Total Per cent
Valentin P. Gapontsev(: 19,999,24 — 19,999,24 46.6%
IP Fibre Devices (UK) Ltd. 8,204,00; — 8,204,00: 19.1%
TA Associates Funds(: 3,817,33! — 3,817,333l 8.S%
Denis Gapontsev(: 1,666,66! 65,79 1,732,45 4.C%
Robert A. Blair 314,99¢ 6,66¢ 321,66« *
John H. Daltor 308,95! 11,66¢ 320,62: *
Igor Samartsev(4 333,33¢ 15,63( 348,96: *
Eugene Shcherbakov( 259,99: 13,33 273,32° *
Timothy P.V. Mammel 91,99¢ 208,61¢ 300,61° *
Angelo P. Lopresi 99,99¢  200,25: 300,24¢ *
William F. Krupke 100,00( 11,66¢ 111,66¢ *
Michael C. Child(6] 3,817,33 78,33¢ 3,895,66: 9.1%
George H. BuAbbur 20,00( 196,66t 216,66t *
Alexander Ovtchinniko» 96,84« 31,48¢ 128,33. *
Henry E. Gauthie 5,00( — 5,00( *
William S. Hurley 5,00( 5,00( 10,00( *
William Shiner — 59,99¢ 59,99¢ *
All executive officers and directors as a group ff&bsons 27,119,36  905,10¢ 28,024,46 65.2%

* Less than 1.0%

() Includes shares beneficially owned by IPFD, of wHir. Valentin Gapontsev is the managing director.
Dr. Valentin Gapontsev has voting and investmemtgyonith respect to the shares held of record IBDIP
and is the father of Dr. Denis Gapontsev. Dr. Vate@apontsev has a 53% economic interest in IF

(2) Amounts shown reflect the aggregate number of shafreommon stock held by TA IX L.P., TA/Atlantic
and Pacific IV L.P., TA/Advent VIII L.P., TA Execives Fund LLC, and TA Investors LLC (collectivethe
“TA Associates Funds”)nvestment and voting control of the TA Associdkesds is held by TA Associatt
Inc. No stockholder, director or officer of TA Assates, Inc. has voting or investment power witpeset to
our shares of common stock held by the TA AssosiBtends. Voting and investment power with respect t
such shares is vested in a four-person investnwentrittee consisting of the following employees éf T
Associates: Messrs. Michael C. Child, Jonathan bld&ein, C. Kevin Landry and Kenneth T. Schiciano.
Mr. Child is a Managing Director of TA Associatésc., the manager of the general partner of TA IR.L
and TA/Advent VIII L.P.; the manager of TA InvessdrLC and TA Executives Fund LLC; and the general
partner of the general partner of TA/Atlantic aratiic IV L.P. Mr. Child has been a member of owraigd
of Directors since November 2000. See note 6 beltwe.address of TA Associates, Inc. is John Hancock
Tower, 56th Floor, 200 Clarendon Street, Bostonsdaahusetts 0211
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(3) Does not include shares held by IPFD. Dr. Denisdatgev has a 15% economic interest in IPFD but does
not possess voting or investment power with resgestich interes

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

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

(6) Includes shares beneficially owned by TA Associdies Mr. Child is a managing director of TA Assates
Inc. and may be considered to have beneficial osimprof TA Associates, In’interest in us. Mr. Child hi
a direct pecuniary interest in 8,800 of the 57,8Bdres held by TA Investors LLC. Mr. Child disclaim
beneficial ownership of all other shares benefigialvned by TA Associates, Inc., including the rémivag
48,764 shares held by TA Investors LLC in whichnieey be deemed to have an indirect pecuniary irtteres
See Note 2

CERTAIN RELATIONSHIPSAND RELATED PARTY TRANSACTIONS

Transactionswith |P Fibre Devices

We currently do not have any loans due to IPFDuar flom Dr. Valentin P. Gapontsev, our chief exieeut
officer and chairman of the board.

Dr. Valentin P. Gapontsev, Dr. Denis Gapontsev,\doe President, Research and Development, Dr. i®ige
Shcherbakov, a member of our Board of DirectorsMadaging Director of IPG Laser, and Igor Samartsev
member of our Board of Directors and Managing Doeof NTO IRE-Polus, own 53%, 15%, 8% and 8%,
respectively, of IPFD, which owns 8,204,002 shafesur common stock, which represents 19.1% of our
outstanding common stock. IPFD is a limited comparganized under the laws of the United Kingdom pitimary
purpose is to hold financial and other assets tddéds not engage in any business that is cometdiours. IPFD
has informed us that shares of our common stockpdsma majority of the assets of IPFD.

IPFD acquired 6,666,667 shares of our common dto¢R99 in connection with the formation of IPG
Photonics Corporation. IPFD acquired an additigitdl,667 shares of our common stock in a corpoesteucturing
in August 2000 as part of the consideration recklwe IPFD in connection with our acquisition of @6 ownership
interest in IPG Laser. Prior to the restructurii®fz Photonics Corporation, IPG Laser and IPG FdwériS.r.l., our
Italian subsidiary, were operated under the comouarirol of Dr. Valentin P. Gapontsev and IPFD. Wstructured
the Company as a condition to the closing of otieseB preferred stock financing.

Until July 31, 2006, we maintained a revolving dtdide with available principal of up to $4.6 nidh with
IPFD. Borrowings under the credit facility boredrest at a rate equal to the thraenth LIBOR rate in effect on tl
date of drawdown plus 2%. The weighted average amate was 3.4% in 2006. Interest under this ¢tted totale
$94,000 for 2006. The credit facility was securgatértain of our inventory and equipment locatethim United
States. The credit line was established in Aug0822vith an initial borrowing availability of $3million and
increased to $4.6 million in April 2003.

On July 31, 2006, IPFD purchased 770,670 sharesrofommon stock from Dr. Valentin P. Gapontsev in
exchange for $357,000 in cash and $4.6 milliomaform of the assignment of amounts due undeciadit line
with IPFD. Simultaneously, we exchanged with Drlerdin P. Gapontsev the note to us due from hineritesd
below with a remaining amount due of $5.0 millian $357,000 in cash and $4.6 million in the forntraf
assignment of amounts due under our credit line.

NTO IRE-Polus, one of our subsidiaries, borrowe@83600 from IPFD in January 2002 at an interest ot
4.5% annually. Interest on the loan was $9,0026€86. The loan was repaid in full in May 2006.

26




Transactionswith NTO I RE-Polus

We own 51.0% of NTO IRE-Polus, our Russian subsydi@dr. Valentin P. Gapontsev and Igor Samartsex ow
26.7% and 4.9%, respectively, of NTO IRE-Polus. Témaining 17.4% of NTO IRE-Polus is owned by dertd
NTO IRE-Polus’s other current and former employees andfiliated third parties. NTO IRE-Polus provides us
with research and development and low-cost conimartufacturing capacity, and sells products toarusts in
Russia and neighboring countries. We acquired @jority ownership interest directly from NTO IRE{Bs in
2001. We invested $5.0 million in NTO IRE-Polusydfich $2.5 million was invested in March 2007. The
investment has been used solely for equipment pseghand the development of additional manufagfuwapacity.
All profits earned by NTO IRE-Polus to date haveree-invested in NTO IRE-Polus and there have peen
distributions to stockholders of NTO IRE-Polus gmee purchased our majority interest. The chafté&T® IRE-
Polus provides that the stockholders of NTO IREdB@hay each quarter, once a half-year, or oncesaagprove
net profit distributions to the stockholders in poction to their shares in NTO IRE-Polus’s authedzapital. In the
ordinary course of business, we sell componeni$liO IRE-Polus. NTO IRE-Polus also sells us compatsenols
and equipment that we use in our production artthtes

In August 2000, we entered into an agreement raggrdtellectual property with NTO IRE-Polus. Puasi to
the agreement, NTO IRE-Polus provides us and dusidiaries, on an exclusive basis, with research an
development services relating to fiber amplifiditser lasers and other associated products asaselll intellectual
property incorporated in or relating to these prisuUnder this agreement, we are required to pe® NRE-
Polus’s direct and overhead costs, plus a fee &f fd its research and development services.

Transactions between us and NTO IRE-Polus geneamiebximately $12.4 million of revenues for NTCER
Polus for 2006. Dr. Valentin Gapontsev's significawnership interest in this entity creates thesjimkty of a
conflict of interest since, by having an ownershigrest in both the Company and NTO IRE-Polusglki@nomic
interests may be affected by transactions betweehato entities. To address potential or percesatdlicts of
interest, we have implemented the following procedu

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

« Dr. Valentin Gapontsev and Mr. Samartsev grantprbay to us to vote their shares with respect t@NT
IRE-Polus, giving us the ability to vote 82.6% 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 662/ 3% of NTO IRE-Polu¢'s stockholders; ar

« Dr. Valentin Gapontsev and Mr. Samartsev grantegha of first refusal to us with respect to anyesaf
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 prieg 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 retpe pro rata
interests with respect to transfers of shares dDNHE-Polus to third parties

Transactionswith Dr. Valentin P. Gapontsev

In March 2001, Dr. Valentin Gapontsev, our ChieEEntive Officer and Chairman of the Board, borrowed
$5.8 million at an annual interest rate of 5.86&#1frus to pay personal income taxes related totaugtsring of the
Company in 2000. He pledged 464,000 shares of @mrmmn stock owned by him to secure the loan. Inl&Z003,
we amended the note to make it a hon-recourseamatéowered the annual interest rate to 1.46% ivsickeration
for Dr. Gapontsev (i) causing his affiliate, IPRD,increase its credit line to the Company to $diion from
$3.0 million (as described above under “— Transadiwith IP Fibre Devices”), (ii) pledging an adiafital
3,402,667 shares of our common stock and (iii) eigeeto apply any tax refunds that he receivedirgjao our
restructuring towards prepayment of the note. Iy 2003,
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Dr. Gapontsev repaid approximately $1.7 millioppimcipal and interest on the loan. In April 200 extended tt
maturity date of the loan from December 31, 200th&earlier of December 31, 2006 or one year\fotg our
IPO . In July 2006, we exchanged with Dr. Gapontsewnote with outstanding principal and interesaling

$5.0 million for $357,000 in cash and $4.6 milliorthe form of the assignment to Dr. Gapontsevroebants
previously due under our credit line to IPFD. See Transactions with IP Fibre Devices.”

In November 2004, Dr. Valentin Gapontsev providgrtesonal guarantee relating to a bank line ofitfedus
in the principal amount of up to $3.0 million. lorsideration of the personal guarantee, we agepéyt him a fee
equal to the interest on his loan from us (to hjasidd to account for any adverse tax effectspémh quarter that
his loan was outstanding. We paid $71,000 in 200Brt Gapontsev for this guarantee. His loan has lvepaid as
described above. The credit line guarantee amasiricreased to $7.0 million. Dr. Gapontsev has atevided a
personal guarantee relating to a Euro-denominatéslwith a principal balance of $2.1 million and &uwro
construction loan. We did not compensate Dr. Geggntor these guarantees.

Director and Officer Loans
The notes described below from Messrs. Robert AirBind John H. Dalton were repaid in full in Aug2606.

In 2000, Mr. Blair, one of our directors, borron®440,000 from us under two notes to exercise option
purchase shares of our common stock. One of thespiot the principal amount of $190,000, was naouese and
was secured by a pledge of 126,667 shares of esamom stock and then bore interest at 6.8%. Ther otbie, in th
principal amount of $250,000, was recourse and biuea interest at 6.0%. We amended the notes i 200
(i) lower the interest rate to 1.68% for the $190,@ote and 1.52% for the $250,000 note, (ii) ectdre maturity
dates to March 2005 for the $190,000 note and Néreer005 for the $250,000 note, and (iii) convieet $250,000
note to a nomecourse obligation. Mr. Blair also pledged an &ddal 200,000 shares of our common stock to s¢
both notes. In April 2005, we extended the matutdyes of the notes to the earlier of Decembe23Q6 or one
year following our IPO. In 2006, Mr. Blair paid @tal of $69,490 in interest on these no

In April 2001, Mr. Dalton, one of our directors,rbowed $150,000 from us under a note bearing isterean
annual rate of 5.86%. The note was secured bydgelef 50,000 shares of our common stock. We antetide
note in September 2003 to lower the interest @k%2% per year and to extend the maturity dafeeiwember 31,
2004. In July 2004, we extended the maturity datibé¢ earlier of December 31, 2006 or one yeao¥atig our
IPO. In 2006, Mr. Dalton paid a total of $30,293nterest on the note.

In December 2004, Mr. Dalton exercised non-qualifiptions to purchase 66,667 shares of our comnoak s
at an exercise price of $1.50 per share for a ptethase price of $100,000. Mr. Dalton paid thereise price in tF
form of 10,000 shares of our series A preferredlstbat he owned that had an aggregate liquidgieference of
$100,000. Mr. Dalton acquired the 10,000 sharesuoferies A preferred stock in March 2000, priohis service
as a director and president of the Company, faice pf $10.00 per share, the same price paid bly ehthe other
holders of the series A preferred stock at thaetim

Series B Preferred Stockholders

General. In 2000, we sold 3,800,000 shares of our seripeeBerred stock and warrants to purchase common
stock to a group of investors for a total purchasee of $95.0 million. Of these investors, TA Asites Inc.,
together with its affiliated entities, purchasedagigregate of 2,000,000 shares of our series Bpeef stock and
related warrants for a total purchase price of @B@illion. Michael C. Child, one of our directois,a managing
director of TA Associates. Upon completion of oBO, all shares of series B preferred stock, inclgdihe
2,000,000 shares of series B preferred stock heldbAssociates and its affiliates, converted ifif352,927 shares
of our common stock and, pursuant to the termb®fteries B preferred stock, as amended, we idgsubd holders
of the series B preferred stock subordinated natése principal amount of $20.0 million, includiag aggregate
principal amount of $10.5 million of such notes
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issued to TA Associates and its affiliates. Withaation of the proceeds of the IPO, we purchasednuhrrants held
by the holders of the series B preferred stoclkafoaggregate purchase price of $22.1 million, iticlg an aggrega
of $11.6 million paid for the warrants held by TAgociates and its affiliates.

Series B Preferred Stocklin order to provide for the automatic conversibthe series B preferred stock at |
prices below $37.50 per share and a deferral ofetiemption of the series B preferred stock, werated its terms
in December 2005.

Pursuant to the December 2005 amendment, theaidhe holders of our series B preferred stocletpuire us
to redeem an aggregate of 83 % of the originally issued and outstanding serigg@&erred stock then held by
such holders was deferred from August 25, 2006p0l A5, 2007. We also agreed to automatically evhthe
series B preferred stock into a combination of camrstock and subordinated debt upon the occurreinae
qualified public offering at initial offering pricebelow $37.50 per share, which was the minimunvexsion price
of the series B preferred stock at the time ofatmendment. Under the amended terms of the senesfBrred
stock, a “qualified public offering” was one: (Rdt generated gross proceeds to us of at leagn$lién, (ii) that
offered the shares of our common stock at or alagwece of $4.50 per share, (iii) that was listedtfading on the
New York Stock Exchange or quoted on the Nasdata&Idarket and (iv) in which either we repurchaséiaf the
warrants to purchase our common stock that wenmgeplato the holders of our series B preferred stoake holder
of warrants were permitted to exercise them ardiseicommon stock acquired upon exercise in tferiof. We
further amended the terms of the series B prefasteck to provide that in a qualified public offegi the holders of
series B preferred stock would receive considenatigual to the greater of (A) what such holdersld/bave
received if we were sold to a third party using #R® price to compute the total sale price, whietoant would
have included the liquidation preference of théeseB preferred stock plus an additional partiégggamount, as s
forth in our certificate of incorporation, and (Bhat such holders would have received if the sd@ipseferred stoc
were converted upon the IPO at the following persttonversion prices: (x) $15.00, if (as describeder “—
Warrants” below) the price to the public was edoadr greater than $4.50 and less than $37.5@héyprice to the
public divided by a factor of 2.5, if the offeripgice per share was equal to or greater than $3h80ess than
$93.75; and (z) $37.50, if the price to the pubilithe qualified public offering was equal to oegter than $93.75.

The consideration that the holders of series Baprefl stock received upon our IPO consisted of islihated
three-year notes totaling $20.0 million in prindipanount and the remainder in the form of our comrsimck,
valued at the per share offering price to the publithe IPO, or $16.50 per share. The subordinagges bear
interest at the greater of the short-term apple#&aderal rate, as published by the Internal Rex&=uvice in
regular Revenue Rulings, or 4% in the first yeéf,ii the second year and 10% in the third year.fohewing
table shows the consideration that the holderh@teries B preferred stock, as a class, and TAds®s received
upon the conversion of their shares of series Bemexd stock upon the completion of the IPO (dadlarounts in
thousands):

All Holders TA Associates

Common stock(1 $119,67. $ 62,98¢
Subordinated note 20,00( 10,52¢
Total $139,67- $ 7351

(1) Represents 7,252,927 and 3,817,330 shares, regggcfor all series B preferred stockholders ad T
Associates, based upon the price per share tauthlecpn our IPO of $16.50 per sha

Prior to the December 2005 amendment, a “qualifigolic offering”was one: (i) that generated net procee(
excess of $100 million; (ii) that was listed foading on the New York Stock Exchange or quotedcherNasdaq
Global Market; and (iii) that offered the shareaf common stock at or above a price of $93.75hare, after
underwriting commissions and discounts. An offettingt did not meet the minimum offering price cdiudi could
have been a qualified public offering if the corsien price of the series B preferred stock wereaadjusted
downward to equal the price per share in the gedlipublic offering
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divided by a factor of 2.50, subject to a minimudjuated conversion price of $15.00 per share. Roidine
December 2005 amendment, the series B preferreld stould not have automatically converted into camnrstock
upon a qualified public offering if the net offegiprice to the public in the qualified public offey were less than
$37.50 per share and would have converted sol&ysimares of common stock if the net offering ptaéhe public
in the qualified public offering were $37.50 or raor

As an example, prior to the 2005 amendment, inadifird public offering at a price of $37.50 persd, the
holders of the series B preferred stock would haceived shares of our common stock with an ag¢eegdue of
$237.5 million. After the amendment, in a qualifigablic offering at a price of $37.50 per share, lilolders of the
series B preferred stock would receive shares o€Eommon stock with an aggregate value of $217|bomiand
subordinated promissory notes totaling $20.0 nillio principal amount. In addition, the holderstug series B
preferred stock held warrants to purchase our comstack, as described below. Prior to the amendnreat
qualified public offering, these holders would hageeived either (a) shares of our common stock @it aggregate
value of $23.8 million in a cashless exercise efrtivarrants or (b) shares of our common stock witlaggregate
value of $47.0 million in exchange for a cash paythwé $23.8 million. After the amendment, the ha&lef the
series B preferred stock would receive an aggregrateunt of $22.1 million in exchange for the seBesarrants
that they held.

Warrants. We granted the warrants in 2000 to a group ofgpei investors in connection with the sale of our
series B preferred stock. We repurchased all oidagants upon the completion of our IPO. The wag&ntitled
the holders to acquire shares of our common stabiked at $47.5 million, or 2,878,788 shares, abaarcise price
equal to 50% of the public offering price. The veaatis were exercisable only upon the merger ordafion of the
Company, the sale of all of our assets or stocGnaunderwritten initial public offering of our conom stock. In
December 2005, we extended the expiration dat# of the warrants from August 30, 2007 to April,2ZD08. We
also obtained the option to purchase the warramtarf aggregate price of $22.1 million at the cosicn of our IPC

Series D Preferred Stockholder

In August 2003, we settled a contract dispute aated litigation with JDS Uniphase CorporationqSU")
related to a claim by JDSU that we had breacheabamement to purchase semiconductor diodes, admapanent
of our products, from JDSU. Under the terms ofdéttlement: (i) we issued a three-year secured igsamy note in
the principal amount of $6.4 million payable to JD®earing interest at a rate of 4% per year, yngnt for
previously shipped product; (ii) we entered int@mew supply agreements to sell specified lasetymis to JDSU
at discounted amounts and to purchase from JDStdicgrercentages of our external requirements)yif for
semiconductor diodes; (iii) we issued to JDSU (482,211 shares of our series D preferred stockbav
liquidation preference of $5.1 million and (B) a $5illion non-interest bearing three-year noteneastible into an
additional 2,684,211 shares of our series D prefestock at a conversion price of $1.90 per steré;(iv) we
terminated an earlier purchase agreement with J¥&Jrepaid all amounts under the interest-bearotg m May
2005 and we repaid all amounts under the convertibte in August 2006. We sold products to JDSUafor
aggregate sale price of $0.3 million in 2006. JOSWot prohibited under the settlement from competiith us
through the resale of our products. We have nathased any semiconductor diodes from JDSU sincentered
into the settlement agreement.

Upon completion of the IPO, all 2,684,211 sharesesfes D preferred stock held by JDSU automayicall
converted into 1,683,168 shares of our common sabekrate of 0.6271 shares of common stock fdn share of
series D preferred stock. JDSU beneficially owngpraximately 4.6% of our common stock prior to &e®©. JDSL
sold all but approximately 11,500 of its shareswf common stock in the IPO.

Stockholders Agreements

In connection with the investment in us by the leoddof our series B preferred stock, including T#séciates,
we entered into a stockholders agreement, datefl Asgust 30, 2000, with the holders of the seBgweferred
stock, IPFD, Drs. Valentin Gapontsev, Denis Gapontnd Eugene Shcherbakov, Igor Samartsev anctloerr o
founders. The stockholders agreement containssrighiast refusal and co-sale,
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preemptive rights and voting rights. Under the letmtders agreement, holders of our series B prafiestock
elected Michael C. Child to our Board of Directprgor to our IPO. The right of the holders of oeries B preferre
stock to elect one director terminated upon theintpof our IPO. JDSU obtained pre-emptive andale-gghts
under a stockholders agreement, dated as of AUGIR003, in connection with the issuance of odeseD
preferred stock. These provisions of the stockhsldgreements terminated upon the closing of te We agreed
to indemnify the holders of our series B preferstatk, subject to exceptions, for damages, expansdesses
arising out of, based upon or by reason of anyltparty or governmental claims relating to thefttss as a security
holder, creditor, director, agent, representativeamtrolling person of us, or otherwise relatingheir involvement
with us. This covenant continues until the expmatdf the applicable statute of limitations.

Registration Rights Agreements

In connection with the issuance of our series Beored stock, we entered into a registration rigitgseement i
August 2000 with the holders of our series B pref@istock. We also entered into a registrationtsigigreement in
August 2003 with JDSU in connection with the issteanf our series D preferred stock and the corblertiote to
JDSU. Pursuant to these agreements, under ceitairmstances these stockholders are entitled gineegs to
register their shares of common stock under the fédgral securities laws for resale.

Reliant Technologies

In April 2006, Henry E. Gauthier joined our BoardDirectors. Mr. Gauthier serves as the non-exgeuti
Chairman of the board of directors of Reliant Taesthgies, Inc., one of our customers. Our totals&deReliant
were $10.4 million in 2006.

Poalicies and Procedures with Respect to Related Party Transactions

Our Audit Committee charter requires that membéth® Audit Committee, all of whom are independent
directors, review and approve all related partpgeations for which such approval is required uraggalicable laws
and regulations, including SEC and Nasdaq Globakktaules. Current SEC rules define a relatedypaansactior
to include any transaction, arrangement or relatigmin which we are a participant and in which ahthe
following persons has or will have a direct or nedt interest:

« an executive officer, director or director nomin
« any person who is known to be the beneficial ovaienore than 5% percent of our common stc

< any person who is an immediate family member (dise under Item 404 of Regulation S-K) of an
executive officer, director or director nomineebeneficial owner of more than 5% of our common lstaac

« any firm, corporation or other entity in which aofythe foregoing persons is employed or is a paitine
principal or in a similar position or in which supbrson, together with any other of the foregoiagspns,
has a 5% or greater beneficial ownership inte

Directors with a financial or other interest inrposed related-party transaction are asked t@ ld@/meeting
in which the Audit Committee considers the tranisactin addition, the Audit Committee is responsifor
reviewing and investigating any matters pertainimthe integrity of management, including confliofsinterest and
adherence to our Code of Business Conduct. UndeCode of Business Conduct, directors, officers ahdther
members of the workforce are expected to avoidralationship, influence or activity that would caus even
appear to cause a conflict of interest.

Pursuant to our Governance Guidelines, we expett ebour 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 diotd with our interests or gives the appearance obnflict. In
addition, directors should inform the Chairman of Blominating and Corporate Governance
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Committee prior to joining the board of another [pmibompany to ensure that any potential confliets;essive tim
demands or other issues are carefully considered.

All related party transactions are required to iseldsed in our filings with the SEC under SEC sule

OTHER INFORMATION

Section 16(a) Beneficial Owner ship Reporting Compliance

Section 16(a) of the Securities Exchange Act o#41:@R®juires our directors and executive officers] p@rsons
who beneficially own more than 10% of a registestads of our equity securities, to file reportoamership of, an
transactions in, our securities with the SEC. Thietors, executive officers and 10% stockholdeesalso
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 belidésat tluring 200
our directors, officers and 10% stockholders coetplith all applicable Section 16(a) filing requirents.

No I ncor 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 atilol, this Proxy Statement includes several welsigresses.
These website addresses are intended to providévi@atextual references only. The informationtbese websites
is not part of this Proxy Statement.

2008 Annual M eeting and Nominations

Stockholders may present proposals for actionfatiL;ie meeting and nominations for director if ttemymply
with applicable SEC rules and our bylaws. If youndolike us to consider including a proposal in puoxy
statement or nominating a director next year, ishie received by our Secretary, at IPG Photonarp@ation, 50
Old Webster Road, Oxford, Massachusetts 01540y twefore March 14, 2008 but not earlier than Felyri3,
2008. Our bylaws contain additional specific regmients regarding a stockholder’s ability to nomeretirector or
to submit a proposal for consideration at an upogmeeting. Our bylaws require that the noticchhom@ompany
include (1) information relating to the name, agd axperience of the nominee and such other infooma
concerning such nominee as would be required uhéethen-current rules of the SEC to be included moxy
statement soliciting proxies for the election a&f titominee, (2) the nominee’s written consent tadpeiamed in the
proxy statement and serving as a director, if ettcand (3) the name and address of the recor@haittl beneficie
holder of the shares, the number of shares heldooird 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 accordartbeté Company’s procedures, the rules and regulsif 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 cootacSecretary.
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MR A SAMPLE Electronic Voting Instructions

DESIGNATION (IF ANY)

ADD 1 You can vote by Internet or telephone!

ADD 2 Available 24 hours a day, 7 days a week!

ADD 3 Instead of mailing your proxy, you may choose one of the two voting

ADD 4 methods outlined below to vote your proxy.

QBB 2 VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE BAR.
Proxies submitted by the Internet or telephone must be received

|III||II|I|II||II|IIIIIIIIII|III|I|II”III|IIIIIIIIII|I|I|I|I|

by 1:00 a.m., Central Time, on June 12, 2007.

Vote by Internet
[ « Log on to the Internet and go to
www.investorvote.com

« Follow the steps outlined on the secured website.

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.

« Follow the instructions provided by the recorded
message.

Using a black ink pen, mark your votes with an X as shown in this
example. Please do not write outside the designated areas. X

Annual Meeting Proxy Card C0123456789 12345

v |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. +

EMProposals — The Board of Directors recommends avot e FOR all the nominees listed in proposal 1 and FOR  proposal 2.

1. Election of Directors — The following directors have 01 — Valentin P. Gapontsev, Ph.D. 02 — Eugene Shcherbakov, Ph.D. 03 — Igor Samartsev
been nominated for election for a one-year term. 04 — Robert A. Blair 05 — Michael C. Child 06 — John H. Dalton
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

For All EXCEPT — To withhold a vote for one or more nominees, mark
D the box to the left and the corresponding numbered box(es) to the right. D D D D D D D D D

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 2007.

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 27, 2007, at the annual meeting of stockholders to be
held at IPG Photonics Corporation at 50 Old Webster Road, Oxford, Massachusetts 01540, on June 12, 2007, at 10:00 a.m. local time, or any adjournment
or postponement thereof.

Bl 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 date below. Signature 1 — Please keep signature within the box.

/I

MR A SAMPLE (THIS AREA IS SET UP TO ACCOMMODATE
C 1234567890 JNT 140 CHARACTERS) MR A SAMPLE AND MR A SAMPLE AND +
MR A SAMPLE AND MR A SAMPLE AND MR A SAMPLE AND
MR A SAMPLE AND MR A SAMPLE AND MR A SAMPLE AND
B 1UPX 0130211

Signature 2 — Please keep signature within the box.




v 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. v

B G

PHOTONICS

Proxy — IPG Photonics Corporation

Notice of 2007 Annual Meeting of Stockholders
Proxy Solicited by Board of Directors for Annual Me eting — June 12, 2007

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

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

In his discretion, the Proxy is are authorizedtov  ote upon such other business as may properly come b efore the
meeting.

(Items to be voted appear on reverse side.)



