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SCHEDULE 14A
(Rule 14a-101)

Proxy Statement Pursuant to Section 14(a) of the

Securities Exchange Act of 1934

(Amendment No.     )

Filed by the Registrant x   Filed by a Party other than the Registrant ¨

Check the appropriate box:

x Preliminary Proxy Statement
¨ Confidential, for Use of the Commission Only (as Permitted by Rule 14a-6(e)(2))
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¨ Definitive Additional Materials
¨ Soliciting Material Pursuant to §240.14a-11(c) or §240.14a-12
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(Name of Registrant as Specified in its Charter)

(Name of Person(s) Filing Proxy Statement, if other than the Registrant)

Payment of Filing Fee (Check the appropriate box):

x No fee required.
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(2) Aggregate number of securities to which transaction applies:

(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (Set forth the amount on which
the filing fee is calculated and state how it was determined):

(4) Proposed maximum aggregate value of transaction:

Edgar Filing: OSI SYSTEMS INC - Form PRE 14A

Table of Contents 1



(5) Total fee paid:

¨ Fee paid previously with preliminary materials.
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12525 Chadron Avenue

Hawthorne, California 90250

October     , 2007

To Shareholders:

You are cordially invited to attend the Annual Meeting of Shareholders of OSI Systems, Inc., which will be held at 10:00 a.m., local time, on
December 5, 2007, at our executive offices, 12525 Chadron Avenue, Hawthorne, California 90250. All holders of OSI Systems, Inc. common
stock as of the close of business on October 15, 2007 are entitled to vote at the Annual Meeting. Enclosed is a copy of the Notice of Annual
Meeting of Shareholders, Proxy Statement and Proxy Card.

Your vote is very important. Whether or not you plan to attend the Annual Meeting, please vote as soon as possible. In order to facilitate your
voting, you may vote in person at the meeting, by sending in your written Proxy Card, or, if indicated on your Proxy Card, by telephone or
internet voting. Your vote will ensure your representation at the Annual Meeting if you cannot attend in person. Please review the instructions on
the Proxy Card regarding these voting options.

Thank you for your ongoing support and continued interest in OSI Systems, Inc.

Sincerely,

Victor S. Sze
Secretary

Edgar Filing: OSI SYSTEMS INC - Form PRE 14A

Table of Contents 3



Table of Contents

12525 Chadron Avenue

Hawthorne, California 90250

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

To Be Held December 5, 2007

NOTICE IS HEREBY GIVEN that the Annual Meeting of Shareholders (the �Annual Meeting�) of OSI Systems, Inc., a California corporation
(the �Company�), will be held at 10:00 a.m., local time, on December 5, 2007, at the executive offices of the Company, 12525 Chadron Avenue,
Hawthorne, California 90250, for the following purposes:

1. To elect six directors to hold office for a one-year term and until their respective successors are elected and qualified.

2. To ratify the appointment of Moss Adams LLP as the Company�s independent registered public accounting firm for the fiscal year ending
June 30, 2008.

3. To amend the Company�s 2006 Equity Participation Plan to: (i) increase the number of shares of Common Stock authorized for issuance under
the plan by 2,000,000 shares; (ii) limit the number of shares of restricted stock available for issuance under the plan to 1,000,000 shares; and
(iii) raise from 85% of market value to 100% of market value, the lowest exercise price at which stock options may be granted under the plan.

4. To transact such other business as may properly come before the Annual Meeting or any adjournment thereof.

A copy of the Company�s Annual Report on Form 10-K for the fiscal year ended June 30, 2007, containing consolidated financial statements, is
included with this mailing.

The Board of Directors has fixed the close of business on October 15, 2007, as the record date for the determination of shareholders entitled to
notice of and to vote at the Annual Meeting and all adjourned meetings thereof.
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By Order of the Board of Directors
Victor S. Sze
Secretary

Dated: October     , 2007

WHETHER OR NOT YOU EXPECT TO ATTEND THE ANNUAL MEETING, PLEASE COMPLETE, DATE AND SIGN THE
ENCLOSED PROXY CARD AND MAIL IT PROMPTLY IN THE ENCLOSED ENVELOPE OR, IF GIVEN THE OPTION ON
YOUR PROXY CARD, YOU MAY ALSO VOTE OVER THE TELEPHONE OR THE INTERNET. ANY ONE OF THESE
METHODS WILL ENSURE REPRESENTATION OF YOUR SHARES AT THE ANNUAL MEETING. IF YOU LATER DESIRE TO
REVOKE YOUR PROXY FOR ANY REASON, YOU MAY DO SO IN THE MANNER DESCRIBED IN THE ATTACHED PROXY
STATEMENT.
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OSI SYSTEMS, INC.

12525 Chadron Avenue

Hawthorne, California 90250

PROXY STATEMENT

GENERAL INFORMATION

This Proxy Statement is being furnished in connection with the solicitation of proxies by the Board of Directors of OSI Systems, Inc. (the
�Company�) for use at the Annual Meeting of Shareholders (the �Annual Meeting� or the �Meeting�), to be held at 10:00 a.m., local time, on
December 5, 2007, at the executive offices of the Company, 12525 Chadron Avenue, Hawthorne, California 90250, and at any adjournment
thereof. You may direct your vote without attending the Annual Meeting by completing and mailing your Proxy Card or voting instruction card
in the enclosed, postage pre-paid envelope or, if indicated on your Proxy Card, by telephone or internet voting. Please refer to the Proxy Card for
instructions.

When such proxy is properly executed and returned, the shares it represents will be voted in accordance with any directions noted thereon. Any
stockholder giving a proxy has the power to revoke it at any time before it is voted by written notice to the Secretary of the Company, by
issuance of a subsequent proxy as more fully described on your Proxy Card. In addition, a shareholder attending the Annual Meeting may revoke
his or her proxy and vote in person if he or she desires to do so, but attendance at the Annual Meeting will not of itself revoke the proxy.

At the close of business on October 15, 2007, the record date for determining shareholders entitled to notice of and to vote at the Annual
Meeting, the Company had issued and outstanding 17,139,425 shares of common stock, without par value (�Common Stock�). A majority of the
shares outstanding on the record date, present in person at the Meeting or represented at the Meeting by proxy, will constitute a quorum for the
transaction of business. Shares that are voted �FOR,� �AGAINST,� �ABSTAIN� or �WITHHELD� for a proposal are treated as being present at the
Meeting for purposes of establishing a quorum. Each share of Common Stock entitles the holder of record thereof to one vote on any matter
coming before the Annual Meeting. In voting for directors, however, if any shareholder gives notice at the Annual Meeting prior to voting of an
intention to cumulate votes, then each shareholder has the right to cumulate votes and to give any one or to allocate among any of the nominees
whose names have been placed in nomination prior to voting a number of votes equal to the number of directors to be elected (i.e., six)
multiplied by the number of shares which the shareholder is entitled to vote. Unless the proxy holders are otherwise instructed, shareholders, by
means of the accompanying proxy, will grant the proxy holders discretionary authority to cumulate votes.

The enclosed Proxy Card, when properly signed, also confers discretionary authority with respect to amendments or variations to the matters
identified in the Notice of Annual Meeting and with respect to other matters which may be properly brought before the Annual Meeting. At the
time of printing this Proxy Statement, management was not aware of any other matters to be presented for action at the Annual Meeting. If,
however, other matters which are not now known to management should properly come before the Annual Meeting, the proxies hereby solicited
will be exercised on such matters in accordance with the best judgment of the proxy holders.
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The total number of votes that could be cast at the Meeting is the number of votes actually cast, plus the number of abstentions and broker
non-votes, described below. Abstentions are counted as shares present at the Meeting for purposes of determining whether a quorum exists;
however, abstentions will not be counted as votes for or against a proposal. Proxies submitted by brokers that do not indicate a vote for some or
all of the proposals because they do not have discretionary voting authority and have not received instructions as to how to vote on those
proposals (so-called �broker non-votes�) are counted as present and entitled to vote and are, therefore, included for purposes of determining
whether a quorum is present at the Meeting, however, broker non-votes are

1
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not deemed to be votes cast. As a result, broker non-votes are not included in the tabulation of the voting results on the election of directors or
issues requiring approval of a majority of the votes cast and, therefore, do not have the effect of votes for or against a proposal.

In the election of directors, the candidates who receive the largest number of affirmative votes cast are elected as directors up to the maximum
number of directors to be chosen at the Annual Meeting. Approval of other proposals will require the affirmative vote of a majority of the shares
of Common Stock present and voting in person at the Meeting or represented by proxy and entitled to vote on the subject matter of the proposal.

The Company will pay the expenses of soliciting proxies for the Annual Meeting, including the cost of preparing, assembling and mailing the
proxy solicitation materials. Proxies may be solicited personally, by mail, by e-mail, or by telephone, by directors, officers and regular
employees of the Company who will not be additionally compensated therefore. It is anticipated that this Proxy Statement and accompanying
Proxy will be mailed on or about October 26, 2007 to all shareholders entitled to vote at the Annual Meeting. A copy of the Company�s Annual
Report on Form 10-K for the fiscal year ended June 30, 2007, containing consolidated financial statements, is included in this mailing.

The matters to be considered and acted upon at the Annual Meeting are referred to in the preceding notice and are more fully discussed below.

2
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ELECTION OF DIRECTORS

(Proposal No. 1 of the Proxy Card)

Nominees

The Board of Directors consists of six members. At each annual meeting of shareholders, directors are elected for a term of one year to succeed
those directors whose terms expire on the annual meeting date.

The six candidates nominated for election as directors at the Annual Meeting are Deepak Chopra, Ajay Mehra, Steven C. Good, Meyer Luskin,
Chand R. Viswanathan and Leslie E. Bider. The enclosed Proxy will be voted in favor of these individuals unless other instructions are given. If
elected, the nominees will serve as directors until the Company�s Annual Meeting of Shareholders in 2008, and until their successors are elected
and qualified. If any nominee declines to serve or becomes unavailable for any reason, or if a vacancy occurs before the election (although the
Company knows of no reason to anticipate that this will occur), the proxies may be voted for such substitute nominees as the Board of Directors
may designate.

If a quorum is present and voting, the six nominees for directors receiving the highest number of votes will be elected as directors. Abstentions
and shares held by brokers that are present, but not voted because the brokers were prohibited from exercising discretionary authority, i.e.,
broker non-votes, will be counted as present only for purposes of determining if a quorum is present.

The nominees for election as directors at this meeting are as follows:

Name Age Position

Director
Since

Deepak Chopra 56 Chairman of the Board of Directors, Chief Executive
Officer and President 1987

Ajay Mehra 45 Director, Executive Vice President, and President of
Security division 1996

Steven C. Good(1)(2)(3)(4) 65 Director 1987
Meyer Luskin(1)(2)(3)(4) 81 Director 1990
Chand R. Viswanathan 78 Director 2001
Leslie E. Bider(1)(3) 57 Director 2006

(1) Member of Audit Committee
(2) Member of Compensation Committee
(3) Member of Nominating and Governance Committee
(4) Member of Executive Committee

Business Experience
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Deepak Chopra is Chairman of the Board of Directors. Mr. Chopra is also President and Chief Executive Officer of the Company. Mr. Chopra
is the founder of the Company and has served as President, Chief Executive Officer and a Director since the Company�s inception in May 1987.
He has served as the Company�s Chairman of the Board of Directors since February 1992. Mr. Chopra also serves as the President and Chief
Executive Officer of several of the Company�s major subsidiaries. From 1976 to 1979 and from 1980 to 1987, Mr. Chopra held various positions
with ILC Technology, Inc. (�ILC�), a publicly-held manufacturer of lighting products, including serving as Chairman of the Board of Directors,
Chief Executive Officer, President and Chief Operating Officer of its United Detector Technology division. In 1990, the Company acquired
certain assets of ILC�s United Detector Technology division. Mr. Chopra has also held various positions with Intel Corporation, TRW
Semiconductors and RCA Semiconductors. Mr. Chopra holds a Bachelor of Science degree in Electronics and a Master of Science degree in
Semiconductor Electronics.

3
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Ajay Mehra has served as a Director of the Company since March 1996. Mr. Mehra is also Executive Vice President of the Company and
President of the Company�s Security division. Mr. Mehra joined the Company as Controller in 1989 and served as Vice President and Chief
Financial Officer from November 1992 until November 2002, when he was named the Company�s Executive Vice President. Prior to joining the
Company, Mr. Mehra held various financial positions with Thermador/Waste King, a household appliance company, Presto Food Products, Inc.
and United Detector Technology. Mr. Mehra holds a Bachelor of Arts degree from the School of Business of the University of Massachusetts,
Amherst and a Master of Business Administration degree from Pepperdine University.

Steven C. Good has served as a Director of the Company since September 1987. He is a Senior Partner in the accounting firm of Good, Swartz,
Brown & Berns, which he founded in 1976, and has been active in consulting and advisory services for businesses in various sectors, including
the manufacturing, garment, medical services and real estate development industries. Mr. Good founded California United Bancorp and served
as its Chairman through 1993. From 1997 until the company was sold in 2006, Mr. Good served as a Director of Arden Realty Group, Inc., a
publicly-held Real Estate Investment Trust listed on the New York Stock Exchange. Mr. Good currently serves as a Director of Big Dogs, Inc.,
California Pizza Kitchen, Inc., Kayne Anderson MLP Investment Company and Youbet.com, Inc., each of which is a publicly held corporation
listed on The Nasdaq Stock Market. Mr. Good holds a Bachelor of Science degree in Business Administration from the University of California,
Los Angeles and attended its Graduate School of Business.

Meyer Luskin has served as a Director of the Company since February 1990. Since 1958, Mr. Luskin has served as a Director of Scope
Industries, which is engaged principally in the business of recycling and processing food waste products into animal feed and has also served as
its President, Chief Executive Officer and Chairman since 1961. Mr. Luskin currently also serves as a Director of Stamet, Inc., an industrial solid
pump manufacturer, Myricom, Inc., a computer and network infrastructure company and as Chairman of the Board of Advisors of the Santa
Monica � UCLA Medical Center and Orthopedic Hospital. Mr. Luskin also serves as a trustee of the Orthopedic Hospital. Mr. Luskin holds a
Bachelor of Arts degree from the University of California, Los Angeles and a Masters in Business Administration from Stanford University.

Chand R. Viswanathan has served as a Director of the Company since June 2001. Dr. Viswanathan has been a Professor of Electrical
Engineering on the faculty of the University of California, Los Angeles since 1974 and a member of the faculty of that department since 1962.
He served as the Chair of the department from 1979 to 1985. During his tenure at University of California, Los Angeles, Dr. Viswanathan also
served in various additional capacities, including Chair of the Academic Senate of the University of California, Los Angeles and Vice-Chair and
later Chair of the University of California-wide Academic Senate. As Chair of the Academic Senate, he was also a member of the University of
California Board of Regents as a faculty representative.

Leslie E. Bider has served as a Director of the Company since September 2006. Mr. Bider is currently Chief Strategist of ITU Ventures, a
private equity firm. Between 1987 and 2005, Mr. Bider served as Chairman and Chief Executive Officer of Warner Chappell Music, Inc. Prior to
that, Mr. Bider was Chief Financial Officer and Chief Operating Officer of Warner Bros. Music. Mr. Bider currently serves on the board of
directors of Douglas Emmett, Inc., a real estate investment trust that trades on the New York Stock Exchange, and on the board of directors of
several charitable and educational institutions. He holds a Bachelors of Science degree in Accounting from the University of Southern California
and a Masters degree from the Wharton School at the University of Pennsylvania.

Relationships Among Directors or Executive Officers

There are no arrangements or understandings known to the Company between any of the directors or nominees for director of the Company and
any other person pursuant to which any such person was or is to be elected a director.
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Ajay Mehra is the first cousin of Deepak Chopra. Other than this relationship, there are no family relationships among the directors or Named
Executive Officers of the Company (for a list of Named Executive Officers, See �Compensation of Executive Officers and Directors � Summary
Compensation Table�).

4

Edgar Filing: OSI SYSTEMS INC - Form PRE 14A

Table of Contents 13



Table of Contents

Board of Directors Meetings and Committees of the Board of Directors

There were eight meetings of the Board of Directors and the Board of Directors acted pursuant to unanimous written consent on one additional
occasion during the fiscal year ended June 30, 2007. The Board of Directors has established an Audit Committee, Compensation Committee,
Executive Committee and Nominating and Governance Committee. The members of each committee are appointed by the majority vote of the
Board of Directors. No person serving as a director during the fiscal year ended June 30, 2007, attended fewer than 75% of the aggregate
number of meetings held by the Board of Directors and all committees on which such director served.

The Board of Directors has determined that each of the directors, except Deepak Chopra and Ajay Mehra, is independent within the meaning of
the rules and regulations of the Securities and Exchange Commission (�SEC�) and The Nasdaq Stock Market (�NASDAQ�) director independence
standards (�Listing Standards�), as currently in effect. Furthermore, the Board of Directors has determined that each of the members of each of the
committees of the Board of Directors is �independent� within the meaning of the rules and regulations of the SEC and the NASDAQ Listing
Standards, as currently in effect.

Audit Committee

The Company has a separately designated standing Audit Committee established in accordance with Section 3(a)(58)(A) of the Securities
Exchange Act of 1934, as amended (the �Exchange Act�). The Audit Committee makes recommendations for selection of the Company�s
independent public accountants, reviews with the independent public accountants the plans and results of the audit engagement, approves
professional services provided by the independent public accountants, reviews the independence of the independent public accountants,
considers the range of audit and any non-audit fees, and reviews the financial statements of the Company and the adequacy of the Company�s
internal accounting controls and financial management practices.

The Audit Committee currently consists of Messrs. Bider, Good and Luskin. The Board of Directors has determined that, based upon his prior
work experience and his tenure and experience on the Company�s Audit Committee, Mr. Good qualifies as an �Audit Committee Financial Expert�
as this term has been defined under the rules and regulations of the SEC. To date, no determination has been made as to whether the other
members of the Audit Committee also qualify as Audit Committee Financial Experts.

There were four meetings of the Audit Committee during the fiscal year ended June 30, 2007. See Report of Audit Committee. The charter of
the Audit Committee is available under the Investor Relations section of our website � http://www.osi-systems.com.

Compensation Committee

The Compensation Committee is responsible for determining compensation for the Company�s executive officers, reviewing and approving
executive compensation policies and practices, and providing advice and input to the Board of Directors in the administration of the Company�s
equity compensation plans. The Compensation Committee engages and consults with independent compensation consultants in the performance
of its duties. The Compensation Committee consists of Messrs. Good and Luskin. There was one meeting of the Compensation Committee
during the fiscal year ended June 30, 2007. See Compensation Committee Report.
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The Compensation Committee acts pursuant to a written charter adopted by the Board of Directors, a copy of which is available under the
Investor Relations section of our website � http://www.osi-systems.com.

Nominating and Governance Committee

The Nominating and Governance Committee is responsible for evaluating nominations for new members of the Board of Directors. The
Nominating and Governance Committee currently consists of Messrs. Bider, Good and Luskin. There were no meetings of the Nominating and
Governance Committee during the fiscal year ended June 30, 2007.
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The Nominating and Governance Committee will consider candidates based upon their business and financial experience, personal
characteristics, expertise that is complementary to the background and experience of other Board of Directors members, willingness to devote
the required amount of time to carrying out the duties and responsibilities of membership on the Board of Directors, willingness to objectively
appraise management performance, and any such other qualifications the Nominating and Governance Committee deems necessary to ascertain
the candidate�s ability to serve on the Board of Directors.

The Nominating and Governance Committee acts pursuant to a written charter adopted by the Board of Directors. The charter of the Nominating
and Governance Committee is attached as Appendix A to the Proxy Statement and is available under the Investor Relations section of our
website � http://www.osi-systems.com.

Executive Committee

In January 2004, the Board of Directors formed an Executive Committee whose members convene for the purpose of advising and consulting
with the Company�s management regarding potential acquisitions, mergers and strategic alliances. The Executive Committee consists of
Messrs. Good and Luskin. There were no meetings of the Executive Committee during the fiscal year ended June 30, 2007.

The Executive Committee acts pursuant to a written charter adopted by the Board of Directors, a copy of which is available under the Investor
Relations section of our website � http://www.osi-systems.com.

Director Nomination Process

The Nominating and Governance Committee will consider director candidates recommended by shareholders. Shareholders who wish to submit
names of candidates for election to the Board of Directors must do so in writing. The recommendation should be sent to the following address:
c/o Secretary, OSI Systems, Inc., 12525 Chadron Avenue, Hawthorne, CA 90250. The Company�s Secretary will, in turn, forward the
recommendation to the Nominating and Governance Committee. The recommendation should include the following information:

� A statement that the writer is a shareholder and is proposing a candidate for consideration by the Nominating and Governance
Committee;

� The name and contact information for the candidate;

� A statement of the candidate�s occupation and background, including education and business experience;

� Information regarding each of the factors listed above, sufficient to enable the committee to evaluate the candidate;

� A statement detailing (1) any relationship or understanding between the candidate and the Company, or any customer, supplier,
competitor, or affiliate of the Company, and (2) any relationship or understanding between the candidate and the shareholder
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proposing the candidate for consideration, or any affiliate of such shareholder; and

� A statement that the candidate is willing to be considered for nomination by the committee and willing to serve as a director if
nominated and elected.

Shareholders must also comply with all requirements of the Company�s Bylaws, a copy of which is available from our Secretary upon written
request, with respect to nomination of persons for election to the Board of Directors. The Company may also require any proposed nominee to
furnish such other information as the Company or the committee may reasonably require to determine the eligibility of the nominee to serve as a
director. In performing its evaluation and review, the committee generally does not differentiate between candidates proposed by shareholders
and other proposed nominees, except that the committee may consider, as one of the factors in its evaluation of shareholder recommended
candidates, the size and duration of the interest of the recommending shareholder or shareholder group in the equity of the Company.

6
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To date, the Nominating and Governance Committee has not retained or paid any third party to identify or evaluate, or assist in identifying or
evaluating, potential director nominees, although it may do so in the future. The Nominating and Governance Committee did not receive any
shareholder recommendations for nomination to the Board of Directors in connection with this year�s Annual Meeting, and this year�s nominees
for director are all currently directors of the Company. Shareholders wishing to submit nominations for next year�s annual meeting of
shareholders must notify us of their intent to do so on or before the date on which shareholder proposals to be included in the proxy statement for
the shareholder meeting must be received by the Company. For details see �Shareholder Proposals.�

Compensation Committee Interlocks and Insider Participation

The Compensation Committee is composed of two non-employee directors, Messrs. Good and Luskin. No executive officer of the Company has
served during the fiscal year ended June 30, 2007 or subsequently as a member of the board of directors or compensation committee of any
entity which has one or more executive officers who serve on the Company�s Board of Directors or the Compensation Committee. During the
fiscal year ended June 30, 2007, no member of the Company�s Compensation Committee had any relationship or transaction with the Company
required to be disclosed pursuant to Item 404 of Regulation S-K under the Exchange Act.

The Board of Directors unanimously recommends that you vote FOR the election of each of Deepak Chopra, Ajay Mehra, Steven C. Good,
Meyer Luskin, Chand R. Viswanathan and Leslie E. Bider as directors of the Company. Holders of proxies solicited by this Proxy Statement
will vote the proxies received by them as directed on the Proxy or, if no direction is made, for each of the above-named nominees. The
election of directors requires a plurality of the votes cast by the holders of the Company�s Common Stock present in person at the Meeting
or represented by proxy, and entitled to vote on the subject matter of the proposal.

7
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RATIFICATION OF SELECTION OF

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

(Proposal No. 2 of the Proxy Card)

The Audit Committee of the Board of Directors has selected Moss Adams LLP (�Moss Adams�) as the Company�s independent registered public
accountants for the year ending June 30, 2008, and has further directed that management submit the selection of independent registered public
accountants for ratification by the Company�s shareholders at the Annual Meeting. Moss Adams has no financial interest in the Company and
neither it nor any member or employee of the firm has had any connection with the Company in the capacity of promoter, underwriter, voting
trustee, director, officer or employee.

In the event that the Company�s shareholders fail to ratify the selection of Moss Adams, the Audit Committee will reconsider whether or not to
retain the firm. Even if the selection is ratified, the Audit Committee and the Board of Directors in their discretion may direct the appointment of
a different independent accounting firm at any time during the year if they determine that such a change would be in the Company�s and its
shareholders� best interests.

Representatives of Moss Adams are expected to be present at the Annual Meeting and they will have an opportunity to make a statement if they
so desire and are expected to be available to respond to appropriate questions.

Our Board of Directors unanimously recommends a vote �FOR� the ratification of Moss Adams as the Company�s independent registered
public accountants for the fiscal year ending June 30, 2008. Holders of proxies solicited by this Proxy Statement will vote the proxies
received by them as directed on the Proxy or, if no direction is made, in favor of this proposal. In order to be adopted, this proposal must be
approved by the affirmative vote of the holders of a majority of the shares of Common Stock present and voting at the Meeting.

8
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RATIFICATION OF AMENDMENT TO 2006 EQUITY PARTICIPATION PLAN

(Proposal No. 3 of the Proxy Card)

Summary and Purpose of the Amended Equity Participation Plan

The Company�s 2006 Equity Participation Plan (the �2006 Plan�) is described below in �Compensation of Executive Officers and Directors �
Company Plans.�

The Board of Directors has voted to amend the 2006 Plan to (i) increase the number of shares of Common Stock authorized for issuance under
the plan by 2,000,000 shares; (ii) limit the number of shares of restricted stock available for issuance under the 2006 Plan to 1,000,000 shares;
and (iii) raise from 85% of market value to 100% of market value, the lowest exercise price at which stock options may be granted under the
plan. No other changes to the 2006 Plan are presently proposed.

Increase in Number of Authorized Shares

The 2006 Plan, originally named the 1997 Stock Option Plan, has been in place since 1997. As of September 26, 2007, options to purchase
1,470,908 shares had been exercised since the inception of the 2006 Plan. As of September 26, 2007, options to purchase 1,490,566 shares were
outstanding under the 2006 Plan. As of such date, the Company had issued 60,825 shares of restricted stock under the 2006 Plan. As a result, the
Company presently has only 316,706 shares authorized for issuance under the 2006 Plan.

The Board of Directors believes that the proposed increase in the number of shares of Common Stock available for issuance as provided in the
2006 Plan will provide the Compensation Committee with greater flexibility in the administration of its incentive plan and is appropriate in light
of the growth of the Company. The increase in the number of shares for which options may be granted under the 2006 Plan would represent
approximately 12% of the issued and outstanding shares of Common Stock of the Company as of September 26, 2007.

Limitation on Number of Shares Authorized for Issuance in the Form of Restricted Stock

The Board of Directors believes that the Company�s success depends in large part on its ability to attract, retain, and motivate its executive
officers and other key personnel and that grants of restricted stock may be a significant element of compensation for such persons. However,
because restricted stock has an immediate value upon vesting, restricted stock awards are generally smaller, by a significant factor, than stock
options which, upon vesting, may not ultimately have a value to the recipient. As a result, although the Board of Directors has authorized the
issuance of grants of restricted stock and plans to continue to do so in the future, it does not presently anticipate that it will require more than
1,000,000 shares for such purposes. The Board of Directors believes that by amending the 2006 Plan to limit the number of shares of restricted
stock available for issuance, it will eliminate confusion about the Company�s present plans with respect to the issuance of restricted stock.

Exercise Price of Stock Options
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All stock options currently outstanding under the 2006 Plan specify an exercise price of 100% of the market value of the Company Common
Stock on the date such stock options were granted. The Board of Directors presently anticipates that all future stock option granted will also
specify an exercise price of at least the market value of the Company�s Common Stock on the date of grant. The Board of Directors believes that
by amending the 2006 Plan to require that future grants specify an exercise price of at least the market value of the Company�s Common Stock
on the date of grant, it will eliminate confusion about the Company�s present plans with respect to the issuance of stock options.

The 2006 Plan, as amended and restated, is attached as Appendix B to this Proxy Statement.
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Awards to be Granted to Certain Individuals and Groups

As of the date hereof, the Company cannot determine the benefits or amounts that will be received by or allocated to any individual or group
resulting from the approval of the amendment to the 2006 Plan. The following table sets forth (a) the aggregate number of shares subject to
option grants to certain individuals and groups under the 2006 Plan during the last fiscal year, which ended June 30, 2007, and (b) the average
per share exercise price of such options.

Name of Group

Number of
Options Granted

Average Per Share
Exercise Price

Named Executive Officers(1) 70,000 $ 18.04
All executive officers, as a group 70,000 $ 18.04
All directors who are not executive officers, as a group 70,000 $ 18.43
All employees, including all current officers who are not executive officers, as a group 149,500 $ 18.28

(1) The number of shares subject to option granted to each Named Executive Officer and the average per share exercise price of
such options are set forth under �Compensation of Executive Officers and Directors � Grants of Plan-Based Awards.�

Equity Compensation Plan Information

The following table summarizes information, as of June 30, 2007, with respect to shares of the Company�s Common Stock that may be issued
under the Company�s existing equity compensation plans.

Plan Category

Number of Securities
to be Issued Upon

Exercise of
Outstanding Options,
Warrants and Rights

(a)

Weighted-Average
Exercise Price of

Outstanding Options,
Warrants and

Rights
(b)

Number of Securities
Remaining Available
for Future Issuance

Under Equity
Compensation Plans
(Excluding Securities

Reflected in
Column (a))

(c)

Equity compensation plans approved by security
holders 1,332,129 $ 18.63 552,968
Equity compensation plans not approved by security
holders �  �  �  
Total 1,332,129 $ 18.63 552,968

The Board of Directors unanimously recommends that you vote �FOR� the ratification of the amendment of the 2006 Plan to amend the
2006 Plan to: (i) increase the number of shares of Common Stock authorized for issuance under the plan by 2,000,000 shares; (ii) limit the
number of shares of restricted stock available for issuance under the plan to 1,000,000 shares; and (iii) raise from 85% of market value to
100% of market value, the lowest exercise price at which stock options may be granted under the plan. Holders of proxies solicited by this
Proxy Statement will vote the proxies received by them as directed on the Proxy or, if no direction is made, in favor of this proposal. In order
to be adopted, this proposal must be approved by the affirmative vote of the holders of a majority of the shares of Common Stock present and
voting at the Meeting.
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COMPENSATION OF EXECUTIVE OFFICERS AND DIRECTORS

Compensation Discussion & Analysis

This Compensation Discussion and Analysis describes the Company�s compensation philosophy, objectives, and processes, including the
methodology for determining executive compensation for the �Named Executive Officers,� as defined under the section entitled �Compensation of
Executive Officers and Directors � Summary Compensation Table.� Please also refer to the more detailed compensation disclosures beginning
with and following the �Summary Compensation Table� contained in this Proxy Statement.

Overview of Compensation Philosophy and Guiding Principles

The Company recognizes and values the critical role that executive leadership plays in its performance. The Company�s executive compensation
philosophy is intended to ensure that executive compensation is aligned with its business strategy, objectives and stockholder interests, and is
designed to attract, motivate and retain highly qualified and key executives. Executive compensation elements generally consist of a base salary,
an annual cash bonus, long-term equity compensation and certain benefits and perquisites more fully described below.

Role of the Compensation Committee

The Company�s Board of Directors appoints members to the Compensation Committee to assist in recommending and reviewing executive
compensation for the Named Executive Officers. The Compensation Committee reviews and approves salaries, annual bonuses, long-term
incentive compensation, benefits, and other compensation in order to ensure that the Company�s executive compensation strategy and principles
are aligned with its business strategy, objectives and stockholder interests. Each member of the Compensation Committee is independent within
the meaning of the rules and regulations of the SEC and the Nasdaq Listing Standards, as currently in effect.

Executive Compensation Methodology

The Compensation Committee takes into account various qualitative and quantitative indicators of corporate and individual performance in
determining the level and composition of compensation to be paid to the Named Executive Officers. The Compensation Committee appreciates
the importance of achievements that may be difficult to quantify, and accordingly recognizes qualitative factors, such as superior individual
performance, new responsibilities or positions within the Company, leadership ability and overall management contributions to the Company.

In general, the process by which the Compensation Committee makes decisions relating to executive compensation includes, but is not limited
to, consideration of the following factors:

� The Company�s executive compensation philosophy and practices
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� The Company�s performance relative to peers and industry standards

� Success in attaining annual and long-term goals and objectives

� Alignment of executive interests with shareholder interests through equity-based awards and performance-based compensation

� Individual and team contributions, performance and experience

� Total compensation and the mix of compensation elements for each Named Executive Officer

The Compensation Committee also evaluates the compensation of the Named Executive Officers in light of information regarding the
compensation practices and corporate financial performance of other companies in the industries in which the Company operates. The
Compensation Committee assesses competitive market
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compensation using a number of data sources reflecting industry practices of other organizations similar in size. The Compensation Committee
reviews each component of the executive�s compensation against executive compensation surveys prepared by outside compensation consultants
engaged by the Compensation Committee. During the year ended June 30, 2007, the Compensation Committee engaged Watson Wyatt to
prepare such surveys and provide expert advice. The surveys used for comparison reflect compensation levels and practices for executives
holding comparable positions at targeted peer-group companies. These surveys collect compensation data from peer-group companies based on
revenues. The survey data utilized by the Compensation Committee generally includes:

� base salary,

� annual bonus,

� total cash compensation,

� pay adjustment trends,

� long-term incentives,

� retirement and capital accumulation,

� benefits and perquisites, and

� equity ownership.

In implementing the Company�s compensation program, the Compensation Committee seeks to achieve a balance between compensation and the
Company�s annual and long-term budgets and business objectives, encourage executive performance in furtherance of stated Company goals,
provide variable compensation based on the performance of the Company, create a stake in the executive officer�s efforts by encouraging stock
ownership in the Company, and align executive remuneration with the interests of the Company�s shareholders.

Executive Compensation Program Elements

The Compensation Committee reviews the Company�s compensation program to ensure that pay levels and incentive opportunities are
competitive with the market and reflect the performance of the Company. In addition, the Compensation Committee reviews components of the
Named Executive Officer�s compensation against executive compensation surveys of a peer group prepared by outside compensation consultants
with the intent to establish targeted levels of base salary, annual incentive bonus and long-term incentive compensation. The particular elements
of the compensation program for the Named Executive Officers consist of the following:

Base Salary.    Base salary is set to attract and retain executive talent and it serves as the only form of fixed income paid to Named Executive
Officers for executing their duties. Base salaries for the Named Executive Officers are established at levels considered appropriate in light of the
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duties and scope of responsibilities of each executive officer�s position, and the experience the individual brings to the position. Salaries are
reviewed periodically and adjusted as warranted to reflect sustained individual performance. Base salaries are kept within a competitive range
for each position, reflecting both job performance and market forces.

Annual Incentive Bonus.    Annual incentive bonuses are designed to focus the Company�s Named Executive Officers on annual operating
achievement. Named Executive Officers are eligible for a target annual incentive bonus. The Company pays annual incentive bonuses to its
Named Executive Officers based upon the achievement of targets that are indicative of the Company�s performance, as well as individual
performance. The annual incentive bonus for fiscal year 2007 paid to each of the Named Executive Officers is shown in the �Bonus� column of the
�Summary Compensation Table.�

Long-Term Incentive Compensation/Equity Based Awards.    The Company�s long-term incentive program is designed to retain the Named
Executive Officers and to align the interests of the Named Executive Officers with the interests of the Company�s stockholders. The Company�s
long-term incentive program consists of periodic grants of stock options which are made at the discretion of the Compensation
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Committee under the 2006 Plan. Beginning in fiscal year 2008, the Company�s long-term incentive program will also consist of periodic grants
of restricted stock. Decisions made by the Compensation Committee regarding the amount of the grant and other discretionary aspects of the
grant take into consideration Company performance, individual performance and experience, contributions to the Company�s development,
competitive forces to attract and retain senior management, and the nature and terms of grants made in prior years.

The Compensation Committee typically grants awards to the Named Executive Officers under the 2006 Plan on a yearly basis. Except in limited
circumstances, the Compensation Committee does not grant equity awards to Named Executive Officers at other times during the year. All
equity awards are made at fair market value on the date of grant, which is the date on which the Compensation Committee authorizes the grant.
Under the 2006 Plan, fair market value is determined by the closing price of the Company�s Common Stock on the date of grant.

Benefits and Perquisites.    Benefits and perquisites are designed to attract and retain key employees. Currently, the Named Executive Officers
are eligible to participate in benefit plans available to all employees including the Company�s 401(k) Plan and the 2006 Plan. Other benefits and
perquisites are limited and are provided at the discretion of the Compensation Committee. These benefits include medical and dental health
insurance plans and life and long-term disability insurance plan benefits. The 401(k) Plan and the medical and dental plans require each
participant to pay a contributory amount. The Company provides a discretionary matching contribution to its 401(k) Plan for participating
employees, including the Named Executive Officers. Employee individual plan contributions are subject to the maximum contribution allowed
by the Internal Revenue Service.

Total Compensation Mix

The Compensation Committee believes that the elements described above provide a well proportioned mix of equity-based compensation, at risk
or performance based compensation, and retention based compensation that produces short-term and long-term incentives and rewards. The
Company believes this compensation mix provides the Named Executive Officers a measure of security as to the minimum levels of
compensation that they are eligible to receive, while motivating the Named Executive Officers to focus on the business measures that will
produce a high level of performance for the Company, as well as reducing the risk of recruitment of highly qualified executive talent by the
Company�s competitors. The mix of annual incentives and the equity-based awards likewise provides an appropriate balance between short-term
financial performance and long-term financial and stock performance. The Company believes that its compensation mix results in a
pay-for-performance orientation that is aligned with its compensation philosophy to pay median pay for median performance and above-market
pay for superior performance.

Employment Agreements

The Company has entered into employment agreements with Messrs. Chopra, Edrick and Mehra and change-of-control agreements with Messrs.
Mehra, Wadhawan, Sze and Mansouri. The terms of each of such agreements are summarized below under the heading �Employment
Agreements, Termination of Employment and Change in Control Arrangements.�

Impact of Accounting and Tax on the Form of Compensation

The Compensation Committee considers applicable tax, securities laws and accounting regulation in structuring and modifying its compensation
arrangements and employee benefit plans. The Compensation Committee has considered the impact of the Statement of Financial Accounting
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Standard No. 123, �Share-Based Payment� (�SFAS 123R�), which the Company adopted in fiscal year 2006, on the Company�s use of equity-based
awards. This consideration factored heavily in the Company�s decision with respect to stock options grants
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made in fiscal year 2007. The Compensation Committee also considers the limits on deductibility of compensation imposed by Section 162(m)
of the Internal Revenue Code (the �Code�) with respect to annual compensation exceeding $1.0 million and Section 280(b) of the Code with
respect to change in control payments exceeding specified limits.

Executive Officers

Deepak Chopra is President and Chief Executive Officer of the Company. He also serves as Chairman of the Board of Directors. Mr. Chopra is
the founder of the Company and has served as President, Chief Executive Officer and a Director since the Company�s inception in May 1987. He
has served as the Company�s Chairman of the Board of Directors since February 1992. Mr. Chopra also serves as the President and Chief
Executive Officer of several of the Company�s major subsidiaries. From 1976 to 1979 and from 1980 to 1987, Mr. Chopra held various positions
with ILC, a publicly-held manufacturer of lighting products, including serving as Chairman of the Board of Directors, Chief Executive Officer,
President and Chief Operating Officer of its United Detector Technology division. In 1990, the Company acquired certain assets of ILC�s United
Detector Technology division. Mr. Chopra has also held various positions with Intel Corporation, TRW Semiconductors and RCA
Semiconductors. Mr. Chopra holds a Bachelor of Science degree in Electronics and a Master of Science degree in Semiconductor Electronics.

Alan Edrick is Executive Vice President and Chief Financial Officer of the Company. Mr. Edrick was named the Company�s Executive Vice
President and Chief Financial Officer in September 2006. Mr. Edrick has more than 18 years of financial management and public accounting
experience, including mergers and acquisitions, financial planning and analysis and regulatory compliance. Between 2004 and 2006, he served
as Executive Vice President and Chief Financial Officer of BioSource International, Inc, a biotechnology company, until its sale to Invitrogen
Corporation. Between 1998 and 2004, Mr. Edrick served as Senior Vice President and Chief Financial Officer of North American Scientific,
Inc., a medical device and specialty pharmaceutical company. Between 1989 and 1998, Mr. Edrick was employed by Price Waterhouse LLP in
various positions including Senior Manager, Capital Markets. Mr. Edrick received his Bachelor of Arts degree from the University of California,
Los Angeles and a Master of Business Administration degree from the Anderson School at the University of California, Los Angeles.

Ajay Mehra is Executive Vice President of the Company and President of the Company�s Security division. Mr. Mehra is also a member of the
Company�s Board of Directors. Mr. Mehra joined the Company as Controller in 1989 and served as Vice President and Chief Financial Officer
from November 1992 until November 2002, when he was named the Company�s Executive Vice President. Mr. Mehra became a Director in
March 1996. Prior to joining the Company, Mr. Mehra held various financial positions with Thermador/Waste King, a household appliance
company, Presto Food Products, Inc. and United Detector Technology. Mr. Mehra holds a Bachelor of Arts degree from the School of Business
of the University of Massachusetts, Amherst and a Master of Business Administration degree from Pepperdine University.

Victor S. Sze is Executive Vice President and General Counsel of the Company. Mr. Sze joined the Company as Vice President of Corporate
Affairs and General Counsel in March 2002. In November 2002, Mr. Sze was appointed Secretary of the Company. In September 2004, Mr. Sze
was appointed Executive Vice President. From 1999 through November 2001, Mr. Sze served as in-house counsel to Interplay Entertainment
Corp., a developer and worldwide publisher of interactive entertainment software, holding the title of Director of Corporate Affairs. Prior to
joining Interplay Entertainment Corp., Mr. Sze practiced law with the firm of Wolf, Rifkin & Shapiro in Los Angeles. Mr. Sze holds a Bachelor
or Arts degree in economics from the University of California, Los Angeles and a juris doctorate from Loyola Law School.

Manoocher Mansouri is President of the Company�s Optoelectronics and Manufacturing division. Mr. Mansouri joined the Company in 1982
and was named President of its Optoelectronics and Manufacturing division in June 2006. Mr. Mansouri has over 25 years of experience in the
optoelectronics industry. Between May 2000 and June 2006, Mr. Mansouri served as President of the Company�s UDT Sensors, Inc. subsidiary
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(since renamed OSI Optoelectronics, Inc.). Between 1982 and May 2000, Mr. Mansouri held various positions within UDT Sensors, Inc.,
including Vice President, Sales and Marketing, Director of its Aerospace-Defense group, and Director of Applications. Mr. Mansouri holds a
Bachelor of Science degree in electrical engineering from the University of California, Los Angeles as well as an Executive Program in
Management certificate from the Anderson School at the University of California, Los Angeles.

Anuj Wadhawan is no longer a Named Executive Officer. Between November 2002 and September 2006, Mr. Wadhawan served as Chief
Financial Officer and Treasurer of the Company. However, in September 2006, Mr. Wadhawan resigned as the Company�s Chief Financial
Officer and Treasurer and was named Executive Vice President and Chief Financial Officer of the Company�s Security division. From
March 1991 to March 2002, Mr. Wadhawan held various accounting and finance-related positions with the Company and its subsidiaries,
including Corporate Controller and Vice President of Finance. Prior to joining the Company, Mr. Wadhawan held various finance positions with
the Lighting Division of Phillips Electronics in India. Mr. Wadhawan holds a Bachelor of Science in Accounting from Punjab University in
India, is a chartered accountant in India, and has passed the certified public accounting examination in the United States.
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SUMMARY COMPENSATION TABLE

The following table sets forth the compensation for the principal executive officer, the principal financial officer, the three highest paid
executive officers of the Company serving as executive officers on June 30, 2007 whose individual remuneration exceeded $100,000 for the
fiscal year ended June 30, 2007, and up to two additional individuals for whom disclosure would have been provided but for the fact that the
individual was not serving as an executive officer of the Company at the end of the fiscal year (the �Named Executive Officers�):
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