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September 5, 2017
Dear Shareholder:

We will hold our Annual Meeting of Shareholders on October 18, 2017, beginning at 10:00 a.m., local time, at our
offices at 3601 East University Drive, Phoenix, Arizona 85034. We look forward to your attending the meeting either
in person or by proxy, but please note that due to security procedures you will be required to show a form of picture
identification to gain access to our offices. The enclosed notice of meeting, proxy statement, and proxy card describe
the proposals to be acted upon at the meeting.

Please refer to the enclosed proxy statement for detailed information on each of the proposals. Your vote is important.
Whether or not you expect to attend the meeting, your shares should be represented. Therefore, we urge you to
complete, sign, date, and promptly return the enclosed proxy card.

On behalf of the Board of Directors, we would like to express our appreciation for your continued interest in our
company.

Sincerely yours,

Mark Aslett,
President, Chief Executive Officer,
and Director
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MERCURY SYSTEMS, INC.
50 MINUTEMAN ROAD
ANDOVER, MA 01810
(978) 256-1300

Notice of Annual Meeting of Shareholders

To Be Held on October 18, 2017

The Annual Meeting of Shareholders of MERCURY SYSTEMS, INC. will be held on October 18, 2017, at 10:00
a.m., local time, at our offices at 3601 East University Drive, Phoenix, Arizona 85034, for the following purposes:

1.
To elect three Class II directors nominated by the Board of Directors, each to serve for a three-year term and until
his or her successor has been duly elected and qualified, and to elect one Class I director nominated by the Board of
Directors, to serve for a two-year term and until her successor has been duly elected and qualified.

2.    To hold an advisory vote on the compensation of our named executive officers (the “say-on-pay” vote).

3.    To hold an advisory vote on the frequency of holding future say-on-pay votes.

4.    To ratify the appointment of KPMG LLP as our independent registered public accounting firm for fiscal 2018.

5.    To consider and act upon any other business that may properly come before the meeting or any adjournment or
postponement of the meeting.

Proposal Number One relates solely to the election of three Class II directors and one Class I director nominated by
the Board of Directors and does not include any other matters relating to the election of directors, including, without
limitation, the election of directors nominated by any Mercury shareholder.

The Board of Directors has fixed the close of business on August 14, 2017 as the record date for the meeting. All
shareholders of record on that date are entitled to notice of and to vote at the meeting.

YOUR VOTE IS IMPORTANT. PLEASE COMPLETE AND RETURN THE ENCLOSED PROXY CARD IN THE
ENVELOPE PROVIDED WHETHER OR NOT YOU INTEND TO BE PRESENT AT THE MEETING IN
PERSON. IF YOU ATTEND THE MEETING, YOU MAY CONTINUE TO HAVE YOUR SHARES VOTED AS
INSTRUCTED IN THE PROXY CARD OR YOU MAY WITHDRAW YOUR PROXY AND VOTE YOUR
SHARES IN PERSON.

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Shareholders To Be Held
on October 18, 2017: This proxy statement and Annual Report and Form 10-K for our fiscal year ended June 30, 2017
are available at www.edocumentview.com/MRCY.

By Order of the Board of Directors

Christopher C. Cambria
Secretary
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Andover, Massachusetts
September 5, 2017
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MERCURY SYSTEMS, INC.
50 MINUTEMAN ROAD
ANDOVER, MA 01810
(978) 256-1300
QUESTIONS AND ANSWERS ABOUT THESE PROXY MATERIALS AND VOTING
Why am I receiving these materials?
We are mailing this proxy statement, with the accompanying proxy card, to you on or about August 30, 2017 in
connection with the solicitation of proxies by the Board of Directors of Mercury Systems, Inc. (“Mercury”) for the
annual meeting of shareholders to be held on October 18, 2017, and any adjournment or postponement of that
meeting. The meeting will be held on October 18, 2017, beginning at 10:00 a.m., local time, at our offices at 3601
East University Drive, Phoenix, Arizona 85034. You are invited to attend the meeting, and we request that you vote
on the proposals described in this proxy statement. You do not need to attend the meeting in person to vote your
shares. You may simply complete, sign, date, and return your proxy card in order to have your shares voted at the
meeting on your behalf.
What am I voting on?
There are four matters scheduled for a vote:

•
election of three Class II directors nominated by the Board of Directors, each to serve for a three-year term and until
his or her successor has been duly elected and qualified, and the election of one Class I director nominated by the
Board of Directors, to serve for a two-year term and until her successor has been duly elected and qualified;
•an advisory vote on the compensation of our named executive officers (the “say-on-pay” vote);
•an advisory vote on the frequency of holding future say-on-pay votes; and
•ratification of the appointment of KPMG LLP as our independent registered public accounting firm for fiscal 2018.
Who can attend and vote at the meeting?
Shareholders of record at the close of business on August 14, 2017 are entitled to attend and vote at the meeting. Each
share of our common stock is entitled to one vote on all matters to be voted on at the meeting, and can be voted only if
the record owner is present to vote or is represented by proxy. The proxy card provided with this proxy statement
indicates the number of shares of common stock that you own and are entitled to vote at the meeting.
What constitutes a quorum at the meeting?
The presence at the meeting, in person or represented by proxy, of the holders of a majority of our common stock
outstanding on August 14, 2017, the record date, will constitute a quorum for purposes of the meeting. On the record
date, 48,105,292 shares of our common stock were outstanding. For purposes of determining whether a quorum exists,
proxies received but marked “abstain” and so-called “broker non-votes” (described below) will be counted as present.
How do I vote by proxy?
If you properly fill in your proxy card and our transfer agent receives it in time to vote at the meeting, your “proxy” (one
of the individuals named on your proxy card) will vote your shares as you have directed. No postage is required if
your proxy card is mailed in the United States in the return envelope that has been enclosed with this proxy statement.
If you sign, date, and return the proxy card but do not specify how your shares are to be voted, then your proxy will
vote your shares as follows:

•FOR the election of the nominees for one Class I director and three Class II directors named below under “Proposal 1:Election of One Class I Director and Three Class II Directors;”

•FOR the approval of, on an advisory basis, the compensation of our named executive officers as disclosed in thisproxy statement;
•FOR the approval of, on an advisory basis, the holding of future say-on-pay votes on an annual basis; and

•FOR the ratification of the appointment of KPMG LLP as our independent registered public accounting firm for fiscal2018; and

•in the proxy’s discretion as to any other business which may properly come before the meeting or any adjournment orpostponement of the meeting.

1
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How do I vote if my shares are held by my broker?
If your shares are held by your broker in “street name,” you will need to instruct your broker concerning how to vote
your shares in the manner provided by your broker. If your shares are held in “street name” and you wish to vote them in
person at the meeting, you must obtain from your broker a properly executed legal proxy identifying you as a Mercury
shareholder, authorizing you to act on behalf of the broker at the meeting, and specifying the number of shares with
respect to which the authorization is granted.
What discretion does my broker have to vote my shares held in “street name”?
A broker holding your shares in “street name” must vote those shares according to any specific instructions it receives
from you. If specific instructions are not received, your broker may vote your shares in its discretion, depending on
the type of proposal involved. Under applicable rules, there are certain matters on which brokers may not vote without
specific instructions from you, such as the election of directors and the advisory votes on say-on-pay and the
frequency of holding future say-on-pay votes. If such matters come before the meeting and you have not specifically
instructed your broker how to vote your shares, your shares will not be voted on those matters, giving rise to what is
called a “broker non-vote.” Shares represented by broker non-votes will be counted for purposes of determining the
existence of a quorum for the transaction of business, but for purposes of determining the number of shares voting on
a particular proposal, broker non-votes will not be counted as votes cast or shares voting.
Can I change my vote after I return my proxy card?
Yes. You may change your vote at any time before your proxy is exercised. To change your vote, you may:
•deliver to our Secretary a written notice revoking your earlier vote;
•deliver to our transfer agent a properly completed and signed proxy card with a later date; or
•vote in person at the meeting.
Your attendance at the meeting will not be deemed to revoke a previously delivered proxy unless you clearly indicate
at the meeting that you intend to revoke your proxy and vote in person.
How are votes counted?

•

Election of directors. A director nominee receiving a majority of the votes properly cast at the meeting for the
nominee’s election (meaning he or she receives more votes cast “FOR” than cast “WITHHOLD”) will be elected director.
Abstentions and broker non-votes, which are described above, will have no effect on the outcome of voting on these
matters.

•
All other proposals. All of the other proposals at the meeting require the favorable vote of a majority of the votes cast
on the matter. Abstentions and broker non-votes, which are described above, will have no effect on the outcome of
voting on these matters.
How is Mercury soliciting proxies?
We bear the cost of preparing, assembling, and mailing the proxy material relating to the solicitation of proxies by the
Board of Directors for the meeting. In addition to the use of the mails, certain of our officers and regular employees
may, without additional compensation, solicit proxies in person, by telephone, or by other means of communication.
We will also request brokerage houses, custodians, nominees, and fiduciaries to forward copies of the proxy material
to those persons for whom they hold shares, and will reimburse those record holders for their reasonable expenses in
transmitting this material.

2
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PROPOSAL 1: ELECTION OF ONE CLASS I DIRECTOR AND THREE CLASS II DIRECTORS
Who sits on the Board of Directors?
Our by-laws provide for a Board of Directors of not fewer than three nor more than fifteen directors. As permitted by
Massachusetts law, the Board of Directors is divided into three classes, with each class consisting, as nearly as may be
possible, of one-third of the whole number of the Board of Directors. The Board of Directors currently consists of nine
members, with James K. Bass, Michael A. Daniels, and Lisa S. Disbrow serving as Class I directors, Mark Aslett,
Mary Louise (ML) Krakauer, and William K. O’Brien serving as Class II directors, and George K. Muellner, Mark S.
Newman and Vincent Vitto serving as Class III directors.
The terms of the Class I, Class II, and Class III directors expire in 2019, 2017, and 2018, respectively. With the
expiration of its respective term, each class is nominated for election for a subsequent three-year term. The Board of
Directors increased the size of the Board from seven to nine members and elected Lisa S. Disbrow and ML Krakauer
as directors on July 25, 2017. Ms. Disbrow was elected as a Class I Director and Ms. Krakauer was elected as a Class
II Director, each to stand for re-election at our 2017 Annual Meeting of Shareholders. We are proposing that the Class
II nominees listed below, which consist of three incumbent directors, Mark Aslett, ML Krakauer, and William K.
O'Brien, be elected to serve terms of three years and that the Class I nominee, Lisa S. Disbrow, an incumbent director,
be elected to serve a term of two years, and in each case until their successors are duly elected and qualified or until
they sooner die, resign, or are removed.
Directors’ Qualifications and Diversity
The Board of Directors believes that the Board, as a whole, should possess a combination of skills, professional
experience, and backgrounds necessary to oversee the Company’s business. In addition, the Board of Directors
believes that there are certain attributes that every director should possess, as reflected in the Board’s membership
criteria. Accordingly, the Board of Directors and the Nominating and Governance Committee consider the
qualifications of directors and director candidates individually and in the broader context of the Board of Directors’
overall composition and the Company’s current and future needs.
The Nominating and Governance Committee is responsible for developing and recommending Board of Director
membership criteria to the Board for approval. The criteria include independent and sound judgment, integrity, the
ability to commit sufficient time and attention to Board of Director activities, and the absence of conflicts with the
Company’s interests. In addition, the Nominating and Governance Committee periodically evaluates the composition
of the Board of Directors to assess the skills and experience that are currently represented on the Board of Directors as
well as the skills and experience that the Board of Directors will find valuable in the future, given the Company’s
current situation and strategic plans. While the Nominating and Governance Committee does not have an explicit
policy with respect to diversity, it may consider the Board’s diversity of qualifications in terms of industry experience,
functional skills, age, gender, governance service on other boards, prior work experience, educational background, and
other important considerations. The Nominating and Governance Committee believes that it is important that Board of
Director members represent diverse viewpoints and perspectives in their application of judgment to Company matters.
In evaluating director candidates, and considering incumbent directors for renomination to the Board of Directors, the
Nominating and Governance Committee considers, among other things, each nominee’s independence, financial
literacy, personal and professional accomplishments, and experience.
During fiscal 2017, the Nominating and Governance Committee reviewed the size of the Board of Directors and its
membership and determined that it was in the best interests of Mercury and its shareholders to increase the size of the
Board by up to two directors, with a focus on increasing the gender and age diversity of the Board through the
additional members. The Nominating and Governance Committee engaged a director recruitment firm with a
recognized focus on Board diversity to search for additional directors to potentially join the Board. The Nominating
and Governance Committee engaged in a director search during fiscal 2017. Upon the recommendation of the
Nominating and Governance Committee, the Board of Directors elected Lisa S. Disbrow and ML Krakauer to the
Board of Directors on July 25, 2017.

Recommendation
The Board of Directors recommends a vote “FOR” the election of the nominees listed below.
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Information about the Directors
The persons named as proxies in the accompanying proxy card will vote, unless authority is withheld, for the election
of the three Class II nominees and the one Class I nominee named below. We have no reason to believe that any of the
nominees will be unavailable for election. However, if any one of them becomes unavailable, the persons named as
proxies in the accompanying proxy card have discretionary authority to vote for a substitute chosen by the Board. Any
vacancies not filled at the meeting may be filled by the Board.

3
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The following information was provided by each of the incumbent directors whose term will continue after the
meeting.

Name Age
Year First
Elected a
Director

Principal Occupation

Class II
Directors—Nominated
for a Term Ending in
2020:

Mark Aslett 49 2007

Mr. Aslett has served as our President and Chief Executive Officer since
November 2007. Prior to that, he was Chief Operating Officer and Chief
Executive Officer of Enterasys Networks, a public technology company, from
2003 to 2006, and held various positions with Marconi plc and its affiliated
companies, including Executive Vice President of Marketing, Vice President
of Portfolio Management, and President of Marconi Communications—North
America, from 1998 to 2002. Mr. Aslett served on the Board of Directors of
Enterasys Networks from 2004 to 2006. He has also held positions at GEC
Plessey Telecommunications, as well as other telecommunications-related
technology firms. Mr. Aslett provides an insider’s perspective in Board
discussions about the business and strategic direction of the Company with his
detailed knowledge of the Company’s employees, customers, suppliers,
business prospects, and markets.

Mary Louise (ML)
Krakauer 60 2017

Ms. Krakauer retired as the Executive Vice President, Chief Information
Officer of Dell Corporation in 2017, where she was responsible for global IT,
including all operations and integration activity. She served as the Executive
Vice President, Chief Information Officer of EMC Corporation in 2016. Prior
to that she served as EVP, Business Development, Global Enterprise Services
for EMC Corporation during 2015 and as Executive Vice President, Global
Human Resources for EMC Corporation from 2012 to 2015, where she was
responsible for executive, leadership, and employee development,
compensation and benefits, staffing, and all of the people-related aspects of
acquisition integration. Previously, she held leadership roles at EMC
Corporation, Hewlett-Packard Corporation, Compaq Computer Corporation,
and Digital Equipment Corporation. Ms. Krakauer’s qualifications to serve on
our Board of Directors include her extensive executive experience in the
technology industry, experience integrating acquired companies, and
experience with leading the HR function of a public company, including
executive compensation and benefits.

William K. O’Brien 73 2008 Mr. O’Brien served as Executive Chairman at Enterasys Networks, a public
technology company, from 2003 until his retirement in 2006. He served as
Chief Executive Officer of Enterasys from 2002 to 2004, and as a member of
the Board of Directors of Enterasys from 2002 to 2006. Prior to working at
Enterasys, he worked for PricewaterhouseCoopers where he held several
different senior management positions. Mr. O’Brien had over 33 years of
experience in auditing and professional services while at
PricewaterhouseCoopers. He has been a director of Virtusa Corporation, a
publicly-traded company, since 2008. Mr. O’Brien is one of our “audit
committee financial experts.” Mr. O’Brien’s qualifications to serve on our Board
of Directors include his executive experience in the technology industry,
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including being the Chairman and Chief Executive Officer of a public
technology company, and his strong accounting and financial expertise.
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Name Age
Year First
Elected a
Director

Principal Occupation

Class I
Director—Nominated
for a Term Ending in
2019:

Lisa S. Disbrow 54 2017

Ms. Disbrow retired as the Under Secretary of the Air Force in 2017. She was
responsible for the affairs of the Department of the Air Force, including
organizing, training, equipping, and providing for the welfare of approximately
660,000 active duty, Guard, Reserve and civilian Airmen and their families,
worldwide. She oversaw the Air Force’s annual budget of more than $132
billion and directed strategy and policy development, risk management,
weapons acquisition, technology investments and human resource management
across a global enterprise. Prior to the confirmation of the current Secretary of
the Air Force in May 2017, Ms. Disbrow served as the Acting Secretary of the
Air Force. In 2014, Ms. Disbrow was confirmed by the U.S. Senate as the
Assistant Secretary of the Air Force for Financial Management and
Comptroller, the principal senior official on all financial matters. Ms. Disbrow
was commissioned into the U.S. Air Force in 1985 and her 23 years of
uniformed service culminated in 2008 when she retired as a colonel from the
Air Force Reserve. Ms. Disbrow is one of our “audit committee financial
experts.” Ms. Disbrow's qualifications to serve on our Board of Directors
include her extensive military and budget experience in the Company’s target
defense market, her defense procurement experience, and her knowledge of
defense and aerospace technology.

5

Edgar Filing: MERCURY SYSTEMS INC - Form DEF 14A

14



Name Age
Year First
Elected a
Director

Principal Occupation

Class I
Directors—Serving a
Term Ending in
2019:

James K. Bass 60 2010

Mr. Bass has served as a director of TTM Technologies, Inc., a publicly-traded
global printed circuit board manufacturer, since September 2000, and as a director
of Tigrent, Inc., a publicly-traded provider of information for real estate and
financial investing, since May 2010. From September 2005 to June 2009, Mr.
Bass served as the Chief Executive Officer and a director of Piper Aircraft, Inc., a
general aviation manufacturing company. He served as the Chief Executive
Officer and a director of Suntron Corporation, a provider of high mix electronic
manufacturing services, from its incorporation in May 2001 until May 2005, and
as Chief Executive Officer of EFTC Corporation, a subsidiary of Suntron
Corporation, from July 2000 until April 2001. From 1992 to July 2000, Mr. Bass
was a Senior Vice President of Sony Corporation. Prior to that, Mr. Bass spent
15 years in various manufacturing management positions at the aerospace group
of the General Electric Company. Mr. Bass is one of our “audit committee
financial experts.” Mr. Bass’ qualifications to serve on our Board of Directors
include his extensive experience in the technology marketplace, his executive and
operational experience as the Chief Executive Officer of a public company, and
his broad experience with accounting and audit matters for publicly-traded
companies.

Michael A.
Daniels 71 2010

Mr. Daniels served as Chairman of the Board of Mobile 365, Inc. from May 2005
to November 2006 and served as its Chief Executive Officer from December
2005 to August 2006.  Sybase acquired Mobile 365, Inc. in November 2006 and
renamed it Sybase 365, Inc.  Mr. Daniels was a director of Sybase, a
publicly-traded global enterprise software and services company, from 2007 until
its acquisition by SAP in 2010.  From December 1986 to May 2004, Mr. Daniels
served in a number of senior executive positions at Science Applications
International Corporation (SAIC), a publicly-traded scientific, technical, and
professional services firm, including Sector Vice President from February 1994 to
May 2004.  Mr. Daniels served as Chairman and Chief Executive Officer of
Network Solutions, Inc., an internet company, from March 1995 to June 2000
when Verisign purchased Network Solutions.  From June 2007 to July 2009, Mr.
Daniels served on the Board of Directors of Luna Innovations, a high technology
manufacturer.  From 2007 to 2013 Mr. Daniels served as Chairman of
GlobalLogic.  Apax Partners purchased GlobalLogic in 2013.  In addition to his
role at Mercury, he currently serves on the Board of Directors of Blackberry,
CACI International, as the Chairman of the Logistics Management Institute (since
2010) and as Chairman of Invincea Labs. Mr. Daniels’ qualifications to serve on
our Board of Directors include his extensive executive experience in the
technology industry and experience serving as a director of public companies,
including software and technology companies.
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Name Age
Year First
Elected a
Director

Principal Occupation

Class III
Directors—Serving a
Term Ending in
2018:

Vincent Vitto 76 2006

Mr. Vitto served as President and Chief Executive Officer of The Charles Stark
Draper Laboratory, Inc., a research and development laboratory, from 1997 to his
retirement in 2006. Prior to that, he spent 32 years of increasing responsibility at
MIT Lincoln Laboratory, a research and development laboratory, rising to
Assistant Director for Surface Surveillance and Communications. Mr. Vitto’s
qualifications to serve on our Board of Directors include his exceptional
understanding of defense technology, particularly related to surveillance and
communications, and experience managing major defense research laboratories.

George K.
Muellner 74 2010

Mr. Muellner served as the President of Advanced Systems for the Integrated
Defense Systems business unit of The Boeing Company, responsible for
developing advanced cross-cutting concepts and technologies, and executing new
programs, until his retirement in February 2008. Prior to this assignment, he was
Vice President-General Manager of Air Force Systems at Boeing since July
2002. He joined Boeing in 1998. Prior to that, he served 31 years in the U.S. Air
Force, retiring as a Lieutenant General from the position of Principal Deputy for
the Office of the Assistant Secretary of the Air Force for Acquisition in
Washington, D.C. A highly decorated veteran, Mr. Muellner spent most of his
career as a fighter pilot and fighter weapons instructor, test pilot, and
commander. Mr. Muellner’s qualifications to serve on our Board of Directors
include his executive experience with defense contracting, his military
experience in the Company’s target defense market, and his knowledge of defense
and aerospace technology.

Mark S. Newman 67 2015

Mr. Newman was the Chairman and Chief Executive Officer of DRS
Technologies, Inc., a publicly-traded defense electronics company, until his
retirement in January 2012. He joined the DRS in 1973, four years after its
founding, and became President and CEO in 1994, after serving many years as
the company’s Chief Financial Officer. He was named a director in 1988, and in
1995, was elected Chairman of the Board of DRS. Mr. Newman is also a director
on the board of American Biltrite, Inc. Mr. Newman is one of our “audit
committee financial experts.” Mr. Newman’s qualifications to serve on our Board
of Directors include his extensive experience in defense electronics, his
executive and operational experience as the Chief Executive Officer of a public
company, and his broad experience with accounting and audit matters for
publicly-traded companies.
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CORPORATE GOVERNANCE
Corporate Governance Highlights
Our commitment to good corporate governance stems from our belief that a strong governance framework creates
long-term value for our shareholders, strengthens Board and management accountability, and builds trust in Mercury
and its brand. Our governance framework includes the following highlights:

Board and Governance Information Board and Governance
Information

Size of the Board of Directors 9 Board Meetings Held
During Fiscal 2017 7

Number of Independent Directors 8 Poison Pill No
Average Age of Directors 65 Proxy Access No

Average Director Tenure 6 years
Code of Conduct
Business Conduct and
Ethics

Yes

Women Board Members 22%
Stock Ownership
Guidelines for
Directors and CEO

Yes

Classified Board of Directors Yes Anti-Hedging and
Pledging Policies Yes

Majority Voting in Director Elections Yes Compensation
Clawback Policy Yes

Plurality Voting in Contested Director Elections Yes Separate Chairman and
CEO Yes

Independence
The Board of Directors has determined that a majority of the members of the Board should consist of “independent
directors,” determined in accordance with the applicable listing standards of the NASDAQ Global Select Market as in
effect from time to time. Directors who are also Mercury employees are not considered to be independent for this
purpose. For a non-employee director to be considered independent, he or she must not have any direct or indirect
material relationship with Mercury. A material relationship is one which, in the opinion of the Board, would interfere
with the exercise of independent judgment in carrying out the responsibilities of a director. In determining whether a
material relationship exists, the Board considers, among other things, the circumstances of any direct compensation
received by a director or a member of a director’s immediate family from Mercury, any professional relationship
between a director or a member of a director’s immediate family and Mercury’s outside auditors, any participation by a
Mercury executive officer in the compensation decisions of other companies employing a director or a member of a
director’s immediate family as an executive officer, and commercial relationships between Mercury and other entities
with which a director is affiliated (as an executive officer, partner, or controlling shareholder). The Board has
determined that directors who serve on the Audit Committee must qualify as independent under the applicable rules of
the Securities and Exchange Commission (“SEC”), which limit the types of compensation an Audit Committee member
may receive directly or indirectly from Mercury and require that Audit Committee members not be “affiliated persons”
of Mercury or its subsidiaries. In addition, the Board of Directors has determined that directors who serve on the
Compensation Committee must satisfy the standards for being considered a “non-employee director” within the meaning
of Securities and Exchange Commission Rule 16b-3 and an “outside director” for purposes of Section 162(m) of the
Internal Revenue Code.
Consistent with these considerations, the Board has determined that all of the members of the Board are independent
directors, except Mr. Aslett, who is Mercury's President and Chief Executive Officer.
How are nominees for the Board selected?
Our Nominating and Governance Committee is responsible for identifying and recommending nominees for election
to the Board. The Committee will consider nominees recommended by a shareholder if the shareholder submits the
nomination in compliance with applicable requirements. The Committee did not receive any shareholder nominations
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for election of directors at this year’s meeting. With respect to the nominees for Class II director standing for election
at the meeting, Messrs. Aslett and O'Brien were each most recently elected as a Class II director at 2014 Annual
Meeting of Shareholders and Ms. Krakauer was elected to the Board at the Board of Directors meeting held on July
25, 2017. With respect to the nominee of Class I director standing for election at the meeting, Ms. Disbrow was
elected to the Board at the Board of Directors meeting held on July 25, 2017.
When considering a potential candidate for membership on the Board, the Nominating and Governance Committee
will consider any criteria it deems appropriate, including, among other things, the experience and qualifications of any
particular candidate as well as such candidate’s past or anticipated contributions to the Board and its committees. At a
minimum, each nominee is expected to have high personal and professional integrity and demonstrated ability and
judgment, and to be effective, with the other directors, in collectively serving the long-term interests of our
shareholders. In addition to these
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minimum qualifications, when considering potential candidates for the Board, the Committee seeks to ensure that the
Board is comprised of a majority of independent directors and that the committees of the Board are comprised entirely
of independent directors. The Nominating and Governance Committee may also consider any other standards that it
deems appropriate, including whether a potential candidate has direct experience in our industry and whether such
candidate, if elected, would assist in achieving a mix of directors that represents a diversity of backgrounds and
experiences. In practice, the Committee generally will evaluate and consider all candidates recommended by our
directors, officers, and shareholders. The Committee intends to consider shareholder recommendations for directors
using the same criteria that would be used with potential nominees recommended by members of the Committee or
others.
Shareholders who wish to submit director candidates for consideration should send such recommendations to our
Secretary at our executive offices not less than, unless a lesser time period is required by applicable law, 120 days nor
more than 150 days prior to the anniversary date of the immediately preceding annual meeting of stockholders or
special meeting in lieu of an annual meeting. Such recommendations must include the following information as to
each person whom the shareholder proposes to nominate for election or reelection as a director:
•the name and address of the shareholder and each of his or her nominees;
•a description of all arrangements or understandings between the shareholder and each such nominee;

•such other information as would be required to be included in a proxy statement soliciting proxies for the election ofthe nominees of such shareholder; and
•the consent of each nominee to serve as a Director if so elected.

In addition, such recommendations must include the following information as to each shareholder giving the notice:

•the number of all shares of Mercury stock held of record, owned beneficially (directly or indirectly) and representedby proxy by such shareholder as of the date of such notice and as of one year prior to the date of such notice;

•
a description of all arrangements or understandings between such shareholder and each nominee and any other person
or persons (naming such person or persons) pursuant to which the nomination or nominations are to be made by such
shareholder;

•a description of any derivative position held or beneficially held (directly or indirectly) by such shareholder withrespect to Mercury stock;

•
a description of any proxy, contract, arrangement, understanding, or relationship between such shareholder and any
other person or persons (including their names and addresses) in connection with the nomination or nominations to be
made by such shareholder or pursuant to which such shareholder has a right to vote any Mercury stock; and

•
a description of any proportionate interest in Mercury stock or derivative positions with respect to Mercury held,
directly or indirectly, by a general or limited partnership in which such shareholder is a general partner or, directly or
indirectly, beneficially owns an interest in such a general partner.
We may require any proposed nominee to furnish such other information as may reasonably be required by us to
determine the eligibility of such proposed nominee to serve as a director. Shareholders must also submit any other
information regarding the proposed director candidate that is required to be included in a proxy statement filed
pursuant to SEC rules. See also the information contained elsewhere in this proxy statement under the heading
“Shareholder Proposals for the 2018 Annual Meeting.”
Can I communicate with Mercury’s directors?
Yes. Shareholders who wish to communicate with the Board or with a particular director may send a letter to Mercury
Systems, Inc., 50 Minuteman Road, Andover, Massachusetts 01810, attention: Secretary. The mailing envelope
should contain a clear notation that the enclosed letter is a “Shareholder-Board Communication” or
“Shareholder-Director Communication.” All such letters should clearly state whether the intended recipients are all
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members of the Board or certain specified individual directors. Our Secretary will make copies of all such letters and
circulate them to the appropriate director or directors.
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What committees has the Board established?
The Board of Directors has standing Audit, Compensation, and Nominating and Governance Committees. As
described above under the heading “Independence,” all of the members of the Audit, Compensation, and Nominating
and Governance Committees are deemed to be independent directors. Each of these committees acts under a written
charter, copies of which can be found on our website at www.mrcy.com on the “Investor Relations” page (which
appears under the heading “About Us”) under “Corporate Governance.”
In addition, during fiscal 2011, the Board established an ad hoc M&A Review Committee consisting of independent
directors. The ad hoc M&A Review Committee does not have a written charter but meets on an as needed basis to
review potential M&A transactions and make a recommendation to the Board regarding potential transactions. In July
2017, the Board of Directors approved a delegation to the M&A Review Committee empowering the Committee to
approve mergers, acquisitions, and dispositions of up to $25 million.
Audit Committee
The Audit Committee assists the Board in its oversight of management’s conduct of our accounting and financial
reporting processes, including by providing oversight with respect to the financial reports and other financial
information provided by our systems of internal accounting and financial controls, and the annual audit of our
financial statements. The Audit Committee also reviews the qualifications, independence, and performance of our
independent registered public accounting firm, pre-approves all audit and non-audit services provided by such firm
and its fees, and discusses with management and our independent registered public accounting firm the quality and
adequacy of our internal control over financial reporting. The Audit Committee is directly responsible for the
appointment, compensation, retention, and oversight of the work of our independent registered public accounting firm,
which reports directly to the Audit Committee. The Audit Committee also is responsible for reviewing and approving
related-person transactions in accordance with our Code of Business Conduct and Ethics and the Audit Committee
charter.
Compensation Committee
The Compensation Committee is responsible for:

• setting the compensation of our executive
officers;

•reviewing and approving employment agreements, consulting arrangements, severance or retirement arrangements,and change-in-control arrangements or provisions covering any of our current or former executive officers;
•overseeing the administration of our equity-based and other long-term incentive plans;

•exercising any fiduciary, administrative, or other function assigned to the committee under any of our health, benefit,or welfare plans, including our 401(k) retirement savings plan; and

•reviewing the compensation and benefits for non-employee directors and making recommendations for any changes toour Board.
All of the independent directors on the Board annually review and approve our CEO’s corporate financial performance
objectives, and evaluate the CEO’s performance in light of those goals and objectives. Based on the foregoing, the
Compensation Committee sets the CEO’s compensation, including salary, target bonus, bonus and over-achievement
payouts, and equity-based compensation, and any other special or supplemental benefits, which is then subject to
ratification by a majority of the independent directors on our Board. Our CEO annually evaluates the contribution and
performance of our other executive officers and provides input to the Compensation Committee, and the
Compensation Committee sets their compensation. Our Senior Vice President, Chief Human Resources Officer and
the Compensation Committee’s independent compensation consultant also make recommendations to the
Compensation Committee regarding compensation for our executives.
The Compensation Committee may delegate to the CEO the authority to grant equity awards under the 2005 Plan to
individuals who are not subject to the reporting and other requirements of Section 16 of the Exchange Act or “covered
employees” within the meaning of Section 162(m) of the Internal Revenue Code of 1986, as amended (the “Code”). The
Compensation Committee may also delegate the administration of the health, benefit, and welfare plans within the
scope of its oversight to our human resources and finance departments and to outside service providers, as appropriate.
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The Compensation Committee’s independent compensation consultant provides input to the Compensation Committee
regarding compensation for non-employee directors. The Compensation Committee then recommends any changes in
the compensation and benefits for non-employee directors to the full Board for its consideration and approval.
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The Compensation Committee is authorized to obtain advice and assistance from independent compensation
consultants, outside legal counsel, and other advisors as it deems appropriate, at our expense. The Compensation
Committee has engaged Aon Consulting/Radford (“Radford”) since 2005 to assist the Committee in applying our
compensation philosophy for our executive officers and non-employee directors, analyzing current compensation
conditions in the marketplace generally and among our peers specifically, and assessing the competitiveness and
appropriateness of compensation levels for our executive officers. Representatives of Radford periodically attend
meetings of the Compensation Committee, both with and without members of management present, and interact with
members of our human resources department with respect to its assessment of the compensation for our executive
officers. In addition, at the direction of the Compensation Committee, Radford may assist management in analyzing
the compensation of our non-executive employees. For fiscal 2017, Radford’s services included providing
compensation survey data for non-employee directors, executives, and non-executive employees.
Nominating and Governance Committee
The Nominating and Governance Committee assists the Board in identifying individuals qualified to become Board
members, and recommends to the Board persons to be nominated for election as directors by the shareholders at the
annual meeting of shareholders or by the Board to fill vacancies. The Committee has recommended the nominees for
election at the annual meeting. In addition, the Committee oversees the process by which the Board assesses its
effectiveness. In fiscal 2017, the Nominating and Governance Committee conducted a search for new director
candidates that resulted in Lisa S. Disbrow and ML Krakauer being elected as directors on July 25, 2017.
Ad Hoc M&A Review Committee
The ad hoc M&A Review Committee was created during fiscal 2011 to assist the Board in reviewing M&A
transactions and is comprised of only independent directors. The Committee does not have a written charter but meets
on an as needed basis to review potential M&A transactions and make a recommendation to the Board regarding
potential transactions. Effective July 25, 2017, the Board has delegated to the Committee the authority to approve the
acquisition or disposition of any other company, or any division, business unit or line of business of Mercury, for a
purchase price of up to $25 million.
How often did the Board and Committees meet during fiscal 2017?

The Board of Directors met seven times during fiscal 2017. The table below reports information about the committees
during fiscal 2017:  

Name Audit
Committee(1)

Compensation
Committee

Nominating
and 
Governance
Committee

Ad Hoc
M&A Review
Committee

James K. Bass X Alternate
Michael A. Daniels Chairman X X
George K. Muellner X Chairman
Mark S. Newman X X
William K. O’Brien Chairman X X
Vincent Vitto X Chairman
Number of Meetings During Fiscal 2017 10 8 4 3

(1)The Board has determined that each of Messrs. Bass, Newman, and O’Brien qualifies as an “audit committeefinancial expert” under Securities and Exchange Commission (SEC) rules.

(2)

Lisa S. Disbrow and ML Krakauer were elected to the Board of Directors on July 25, 2017 and accordingly are not
reflected in the table above. Ms. Disbrow has been appointed to the Audit Committee and the Board has
determined that Ms. Disbrow qualifies as an "audit committee financial expert" under SEC rules. Ms. Krakauer has
been appointed to the Compensation Committee.

All of the directors attended at least 75% of the meetings of the Board of Directors and committees of the Board on
which they served.
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Our independent directors regularly meet in executive sessions outside the presence of management. The independent
directors met four times during the last fiscal year in executive session without management present. All meetings, or
portions of meetings, of the Board at which only independent directors were present were presided over by Mr. Vitto,
our Chairman of the Board.
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Does Mercury have a policy regarding director attendance at annual meetings of the shareholders?
Directors are encouraged to attend the annual meeting of shareholders, or special meeting in lieu thereof; however, we
do not have a formal policy with respect to attendance at shareholder meetings. All of the directors then in office
attended the 2016 annual meeting of shareholders.
Does Mercury have stock ownership guidelines for directors?
Each non-employee director is expected to own or control, directly or indirectly, shares of the Company's common
stock equal to five times the value of the annual director cash retainer within five years of first becoming a
non-employee director, or within five years of April 22, 2014, whichever is later. Each non-employee director is
expected to retain such investment in the Company as long as he or she is a non-employee director. Exceptions to this
stock ownership guideline may be approved from time to time by the Board as it deems necessary to address
individual circumstances.
Does Mercury have stock ownership guidelines and holding requirements for its Chief Executive Officer?
The CEO is expected to own or control, directly or indirectly, shares of Mercury common stock with a value of at
least five times the CEO’s base salary. The CEO is expected to meet this guideline within five years of first becoming
CEO, or within five years of April 22, 2014, whichever is later, and is expected to retain such investment in the
Company as long as he or she is the CEO. Prior to meeting the five times holding requirement per this guideline, after
applicable tax withholding on the vesting of an equity award, the CEO is required to retain 50% of the net, after tax
award until he or she is in compliance with the stock ownership guideline. Exceptions to this stock ownership
guideline may be approved from time to time by the Board as it deems necessary to address individual circumstances.
Does Mercury have a Code of Business Conduct and Ethics?
Yes. We have adopted a Code of Business Conduct and Ethics applicable to our officers, directors, and employees.
This code is posted on our website at www.mrcy.com on the “Investor Relations” page under “Corporate Governance.”
We intend to satisfy our disclosure requirements regarding any amendment to, or waiver of, a provision of our Code
of Business Conduct and Ethics by disclosing such matters on our website. Shareholders may request a copy of our
Code of Business Conduct and Ethics free of charge by writing to Mercury Systems, Inc., 50 Minuteman Road,
Andover, Massachusetts 01810, attention: Secretary.
Does Mercury have a method for the anonymous reporting of accounting concerns?
Yes. Our Code of Business Conduct and Ethics includes a means for the anonymous reporting of any concerns about
accounting, internal accounting controls, or auditing matters. Any employee, supplier, customer, shareholder, or other
interested party can submit a report via the following anonymous methods:
•by telephone voicemail at 866-277-5739;
•by emailing directly to mrcy@openboard.info; or
•by submitting a complaint via the internet at www.openboard.info/mrcy/websubmit.cfm.

Does Mercury have a written policy governing related-person transactions?

Yes. We have adopted a written policy which provides for the review and approval by the Audit Committee of
transactions involving Mercury in which a related person is known to have a direct or indirect interest and that are
required to be reported under Item 404(a) of Regulation S-K promulgated by the SEC. For purposes of this policy, a
related person includes: (1) any of our directors, director nominees, or executive officers; (2) any known beneficial
owner of more than 5% of any class of our voting securities; or (3) any immediate family member of any of the
foregoing. In situations where it is impractical to wait until the next regularly scheduled meeting of the Audit
Committee or to convene a special meeting of the Committee, the Chair of the Committee has been delegated
authority to review and approve related-person transactions. Transactions subject to this policy may be pursued only if
the Audit Committee (or the Chair of the Committee acting pursuant to delegated authority) determines in good faith
that, based on all the facts and circumstances available, the transactions are in, or are not inconsistent with, the best
interests of Mercury and our shareholders.
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Does Mercury have a clawback policy?

Yes. We have adopted a clawback policy applicable to our executive officers. This policy is posted on our website at
www.mrcy.com on the “Investor Relations” page under “Corporate Governance.” Pursuant to our policy, the Board of
Directors shall, in all appropriate circumstances, require reimbursement of any annual incentive payment or long-term
incentive payment to an executive officer where: (1) the payment was predicated upon achieving certain financial
results that were subsequently the subject of a substantial restatement of Company financial statements filed with the
SEC; (2) the Board determines the executive engaged in intentional misconduct that caused or substantially caused the
need for the substantial restatement; and (3) a lower payment would have been made to the executive based upon the
restated financial results.

Does Mercury have a short sale and hedging policy?

Yes. Pursuant to our insider trading policy, no executive officer or director may at any time sell any securities of
Mercury that are not owned by such person at the time of the sale. Also, no such executive officer or director may buy
or sell puts, calls, or other derivative securities of Mercury at any time, except with the prior approval of the Chief
Financial Officer or, in the case of directors, the Audit Committee of the Board of Directors. In addition, no such
executive officer or director may hold Mercury securities in a brokerage margin account.

Does Mercury have a shareholder rights agreement?

No, Mercury does not have a shareholder rights agreement or other "poison pill".

How Does the Board of Directors Exercise Its Oversight of Risk?
Our Chief Executive Officer and senior management are principally responsible for risk identification, management,
and mitigation. Our senior management engages in an enterprise risk management (“ERM”) process each fiscal year.
The process consists of an annual assessment of risks and an ongoing review of risk mitigation efforts and assessment
of new risk developments. At regularly scheduled Board meetings, our Director of Internal Audit reviews the key risks
identified in the ERM process and management’s plans for mitigating such risks. Our directors have the opportunity to
evaluate such risks and mitigation plans, to ask questions of management regarding those risks and plans, and to offer
their ideas and insights to management as to these and other perceived risks and the implementation of risk mitigation
plans.
In addition to discussions at regular Board meetings, the Audit Committee focuses on risks related to accounting,
internal controls, financial and tax reporting, and related-party transactions; the Compensation Committee focuses on
risks associated with our executive compensation policies and practices; the Nominating and Governance Committee
focuses on risks associated with non-compliance with SEC and NASDAQ requirements for director independence and
the implementation of our corporate governance policies; and the ad hoc M&A Review Committee focuses on risks
related to our acquisition activities.
How is the Leadership of the Board of Directors Structured and How Does this Leadership Structure Impact Risk
Oversight?
Our Board Policy provides that the Chairman of the Board will be elected from among the independent directors,
barring the Board’s specific determination otherwise. If, in its judgment the Board determines that election of a
non-independent Chairman would best serve the Company at a particular time, such a Chairman would be excluded
from executive sessions of the independent directors. In such case, a Lead Independent Director, as appointed from
time to time, would preside over executive sessions and would perform such other duties as might be determined from
time to time by the Board.
The Board has determined that having a separate Chairman and Chief Executive Officer is the most appropriate
leadership structure for the Board of Directors at this time. However, the roles of Chairman and CEO may be filled by
the same or different individuals. This allows the Board of Directors flexibility to determine whether the two roles
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should be combined in the future based upon the Company’s needs and the Board of Directors’ assessment of the
Company’s leadership from time to time.
As discussed above, our Chief Executive Officer and senior management are principally responsible for risk
identification, management, and mitigation through our ERM process. Our Chairman of the Board is responsible for
providing leadership for the Board, including the Board’s evaluation of management’s ERM process.
The Board of Directors meets in executive session without management present at each quarterly Board meeting and
the Audit Committee meets in executive session at each quarterly Committee meeting, as well as having regular
executive sessions with our Director of Internal Audit and our independent registered public accounting firm.
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Do Our Compensation Programs Create a Reasonable Likelihood of Material Adverse Effects for the Company?
Our general employee compensation programs are substantially less weighted toward incentive compensation and
equity awards than those for our executive officers. While managers below the executive officers do have incentive
compensation tied to Company performance, and may receive equity awards in the form of restricted stock, the
relative weight of their fixed salary compensation is much greater than for the executive officers. While some sales
personnel are heavily dependent on sales-based commissions, the terms on which they may make sales are controlled
by product line managers and corporate-level bookings and revenue recognition procedures overseen and administered
by non-sales executives.
Although any compensation program can create incentives that may include an element of risk and prove to be
inappropriate to future circumstances, or that may encourage behavior that proves to be risky for the organization, the
Compensation Committee believes that our programs, for both executives and other employees, do not create a
reasonable likelihood of material adverse effects for the Company. In reaching this conclusion, the Compensation
Committee has considered the following:

•

Our compensation program consists of both fixed and variable components, as well as short and long-term
performance measures. The fixed portion (i.e., base salary) provides a steady income to our employees regardless of
the performance of our company or stock price. The variable portion (i.e., bonus and equity awards) is based upon
company financial performance against short- and long-term objectives and multi-year time-based vesting criteria.
This mix of compensation is designed to motivate our employees, including our executive officers, to produce
superior short- and long-term corporate performance without taking unnecessary or excessive risks to the detriment of
important business metrics.

•

For the variable portion of compensation, the executive bonus program is focused on profitability while the executive
equity program awards have a mix of time-based and multi-year performance-based vesting. We believe that these
programs provide a check on excessive risk taking because to inappropriately benefit one would be a detriment to the
other. In addition, we prohibit all our executive officers from short selling Mercury stock or from buying or selling
puts, calls, or other derivative securities related to Mercury stock. By prohibiting such hedging transactions our
executives cannot insulate themselves from the effects of poor stock performance.

•

In order for any employee, including our executive officers, to be eligible for the corporate financial performance
element of our bonus program, we must first achieve a certain level of profitability that is established by the
Compensation Committee (we refer to this metric as “adjusted EBITDA”). We believe that focusing on profitability
rather than other measures encourages a balanced approach to company performance and emphasizes consistent
behavior across the organization.

•
Our executive bonus program payout is capped, as are our performance equity awards. We believe this mitigates
excessive risk taking by limiting payouts even if we dramatically exceed our financial targets and other performance
metrics.

•Our bonus program has been structured around attaining a certain level of profitability for several years and we haveseen no evidence that it encourages unnecessary or excessive risk taking.

The calculation of our adjusted EBITDA for the executive bonus program is reviewed and defined annually by our
Compensation Committee and is designed to keep it from being susceptible to manipulation by any employee,
including our named executive officers.
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DIRECTOR COMPENSATION
How are the directors compensated?
The Compensation Committee performs an annual review of non-employee director compensation. Our director
compensation philosophy is to provide our non-employee directors with competitive compensation. Our compensation
philosophy is intended to offer compensation that attracts highly qualified non-employee directors and retain the
leadership and skills necessary to build long-term shareholder value. We target non-employee director compensation
at the 75th percentile compared to our peer group.
Cash Compensation for Non-Employee Directors for Fiscal 2017
Directors who are also our employees receive no additional compensation for serving on the Board of Directors.
During fiscal 2017, our non-employee directors received an annual cash retainer of $55,000 and the following
positions received additional cash retainers:
Independent Chairman of the Board $45,000 per annum
Chairman of the Audit Committee 19,000  per annum
Chairman of the Compensation Committee 15,000  per annum
Chairman of the Nominating and Governance Committee 10,500  per annum
All of these retainers are paid in cash in quarterly installments. Directors are also reimbursed for their reasonable
expenses incurred in connection with attendance at Board and committee meetings.
Equity Compensation for Non-Employee Directors for Fiscal 2017
New non-employee directors are granted restricted stock awards in connection with their first election to the Board.
These awards are granted by the Board of Directors and consist of the number of shares of common stock with a value
equal to three times the annual cash retainer for non-employee directors divided by the average closing price of the
Company’s common stock during the 30 calendar days prior to the date of grant. These awards will vest as to 50% of
the covered shares on each of the first two anniversaries of the date of grant.
Non-employee directors may also receive annual restricted stock awards for the number of shares of common stock
equal to $100,000 divided by the average closing price of Mercury's common stock during the 30 calendar days prior
to the date of grant. These awards will vest as to 50% of the covered shares on the date of grant and as to the
remaining covered shares on the first anniversary of the date of grant.
Non-employee directors will not be eligible to receive an annual restricted stock award for the fiscal year in which
they are first elected. Non-employee directors who are first elected to the Board during the first half of the Company’s
fiscal year will be eligible to receive an annual restricted stock award for the next fiscal year; otherwise,
non-employee directors will not be eligible to receive their first annual restricted stock award until the second fiscal
year following the fiscal year in which they are first elected to the Board.

Cash and Equity Compensation for Non-Employee Directors for Fiscal 2018

The Compensation Committee, with the assistance of the Committee's independent compensation consultant,
performed its annual review of the Company's compensation for non-employee directors. Based on market data,
including data for the company's current peer group, the Compensation Committee recommended, and the Board of
Directors approved, the following changes to the compensation policy for non-employee directors effective for fiscal
2018:

•increase the annual cash retainer for the Audit Committee Chair from $19,000 to $25,000;

•increase the annual cash retainer for the Compensation Committee Chair from $15,000 to $20,000;

•increase the annual cash retainer for the Nominating and Governance Committee Chair from $10,500 to $12,000;

•increase the value of the annual restricted stock award to continuing non-employee directors from $100,000 to$150,000; and
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•increase the value of the initial restricted stock award to new non-employee directors from $165,000 to $225,000.
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With the changes to non-employee director compensation approved for fiscal 2018, our non-employee director
compensation falls between the 50th and 75th percentiles of our peer group.

How were the non-employee directors compensated for fiscal 2017?
The compensation paid to the non-employee members of the Board of Directors with respect to fiscal 2017 was as
follows:
Non-Employee Director Compensation—Fiscal 2017

Name Fees Earned Restricted Stock
Awards  ($)(1) Total

James K. Bass $ 55,000 $ 100,380 $155,380
Michael A. Daniels 71,250 100,380 171,630
George K. Muellner 55,000 100,380 155,380
Mark S. Newman 55,000 100,380 155,380
William K. O’Brien 75,500 100,380 175,880
Vincent Vitto 110,875 100,380 211,255

(1)

This column represents the grant date fair value of restricted stock awards for fiscal 2017 in accordance with FASB
ASC Topic 718. The grant date fair value of the restricted stock awards granted to non-employee directors in fiscal
2017 has been calculated by multiplying the number of shares granted by the closing price of our common stock as
reported on the NASDAQ Global Select Market on the date of grant.

(2)Mses. Disbrow and Krakauer were elected to the Board of Directors in July 2017 and accordingly received theirnew director restrict stock awards and director fees starting in fiscal 2018.
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EQUITY COMPENSATION PLANS
The following table sets forth information as of June 30, 2017 with respect to existing compensation plans under
which our equity securities are authorized for issuance.

Plan Category

Number of
Securities to be
Issued
upon Exercise of
Outstanding
Options,
Warrants and
Rights

(1)

Weighted-Average
Exercise Price of
Outstanding
Options, Warrants
and Rights

Number of Securities
Remaining Available for
Future Issuance under
Equity Compensation
Plans
(excluding securities
reflected in the first column)

Equity compensation plans approved by
shareholders (2) 50,503 (3) $ 13.530 2,860,805 (4)

Equity compensation plans not approved by
shareholders — — —

TOTAL 50,503 $ 13.530 2,860,805

(1)Does not include outstanding unvested restricted stock awards.
(2)Consists of our 2005 Stock Incentive Plan ("2005 Plan") and our 1997 Employee Stock Purchase Plan (“ESPP”).

(3)Does not include purchase rights under the ESPP, as the purchase price and number of shares to be purchased isnot determined until the end of the relevant purchase period.

(4)Includes 302,228 shares available for future issuance under the ESPP and 2,558,577 shares available for futureissuance under the 2005 Plan.
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PROPOSAL 2: ADVISORY VOTE ON EXECUTIVE COMPENSATION (“SAY-ON-PAY”)
Pursuant to Section 14A of the Securities Exchange Act of 1934, as amended, we provide our shareholders with the
opportunity to vote to approve, on a nonbinding, advisory basis, the compensation of our named executive officers as
disclosed in this proxy statement in accordance with the compensation disclosure rules of the Securities and Exchange
Commission.
As described in greater detail under the heading “Compensation Discussion and Analysis,” we seek to closely align the
interests of our named executive officers with the interests of our shareholders. Our compensation programs are
designed to reward our named executive officers for the achievement of short-term and long-term strategic and
operational goals, which should result in increased value for our shareholders, while at the same time avoiding the
encouragement of unnecessary or excessive risk-taking.
Required Vote
This vote is advisory, which means that the vote on executive compensation is not binding on the company, our Board
of Directors, or the Compensation Committee of the Board of Directors. The vote on this resolution is not intended to
address any specific element of compensation, but rather relates to the overall compensation of our named executive
officers, as described in this proxy statement in accordance with the compensation disclosure rules of the Securities
and Exchange Commission. To the extent there is a significant vote against our named executive officer compensation
as disclosed in this proxy statement, the Compensation Committee will evaluate whether any actions are necessary to
address our shareholders’ concerns.
The affirmative vote of a majority of the shares present or represented and entitled to vote either in person or by proxy
is required to approve this Proposal 2.
Accordingly, we ask our shareholders to vote on the following resolution at the Annual Meeting:
“RESOLVED, that the Company’s shareholders approve, on an advisory basis, the compensation of the named
executive officers, as disclosed in the Company’s Proxy Statement for the Annual Meeting of Shareholders pursuant to
the compensation disclosure rules of the Securities and Exchange Commission, including the Compensation
Discussion and Analysis, the Summary Compensation Table, and the other related tables and disclosure.”
Recommendation
The Board of Directors recommends a vote “FOR” the approval of the compensation of our named executive officers, as
disclosed in this proxy statement.

PROPOSAL 3: ADVISORY VOTE ON THE FREQUENCY OF HOLDING FUTURE SAY-ON-PAY VOTES

Pursuant to Section 14A of the Securities Exchange Act of 1934, as amended, we provide our shareholders with the
opportunity to vote, on a non-binding, advisory basis, for their preference as to how frequently to hold future
say-on-pay votes.

Shareholders may indicate whether they would prefer that we conduct future say-on-pay votes once every one, two, or
three years. Shareholders also may abstain from casting a vote on this proposal.

The Board of Directors has determined that an annual advisory vote on executive
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