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450 North Brand Boulevard
Glendale, California 91203

(866) 995-DINE

Dear Fellow Stockholders:

We are pleased to invite you to attend the 2011 Annual Meeting of Stockholders of DineEquity, Inc. to be held on May 17, 2011, at 9:00 a.m.,
local time, at our offices located at 450 North Brand Boulevard, Glendale, California 91203. You will be asked to vote on the election of three
Class II directors, the ratification of the selection of our independent auditor, Ernst & Young LLP, the approval of our 2011 Stock Incentive
Plan, the approval, in a non-binding vote, of the compensation of our named executive officers, and the determination, in a non-binding vote, of
whether a stockholder vote to approve our named executive officer compensation should occur every one, two or three years.

In addition to the formal items of business at our 2011 Annual Meeting of Stockholders, we will review the major Company developments over
the past year and share with you some of our plans for the future. You will have an opportunity to ask questions and express your views to the
Board of Directors and senior management of the Company. In addition, representatives of Ernst & Young LLP are expected to be present.

Whether or not you are able to attend the annual meeting in person, it is important that your shares be represented. You can vote your shares
using the Internet or a toll-free telephone number, or by completing and returning the enclosed proxy card by mail. Instructions on each of these
voting methods are outlined in the enclosed Proxy Statement. Please vote as soon as possible. The enclosed Proxy Statement and the
accompanying form of proxy card are being first sent or given to stockholders on or about April 13, 2011.

Thank you for your ongoing support of, and continued interest in, DineEquity, Inc. We look forward to seeing you on May 17th.

Sincerely yours,

Julia A. Stewart
Chairman and Chief Executive Officer

Edgar Filing: DineEquity, Inc - Form DEF 14A

3



Table of Contents

450 North Brand Boulevard
Glendale, California 91203

(866) 995-DINE

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON MAY 17, 2011

To the Stockholders of DineEquity, Inc.:

NOTICE IS HEREBY GIVEN that the 2011 Annual Meeting of Stockholders (the "Annual Meeting") of DineEquity, Inc., a Delaware
corporation (the "Company"), will be held at the Company's offices located at 450 North Brand Boulevard, Glendale, California 91203, on
Tuesday, May 17, 2011, at 9:00 a.m., local time, for the following purposes as more fully described in the accompanying proxy statement:

(1)
To elect three Class II directors;

(2)
To ratify the appointment of Ernst & Young LLP as the Company's independent auditor for the fiscal year ending
December 31, 2011;

(3)
To approve the adoption of the Dine Equity, Inc. 2011 Stock Incentive Plan;

(4)
To approve, in a non-binding vote, the compensation of the Company's named executive officers;

(5)
To determine, in a non-binding vote, whether a stockholder vote to approve the compensation of the Company's named
executive officers should occur every one, two or three years; and

(6)
To transact such other business as may properly come before the Annual Meeting or any adjournment or postponement
thereof.

Only stockholders of record at the close of business on March 28, 2011, the record date for the Annual Meeting, are entitled to notice of, and to
vote at, the Annual Meeting and any adjournment thereof. A list of such stockholders will be available for examination at the principal executive
offices of the Company at least ten days prior to the Annual Meeting.

To assure that your interests will be represented, whether or not you plan to attend the Annual Meeting, please complete, sign and date the
accompanying proxy card and promptly return it in the pre-addressed envelope provided, which requires no postage if mailed in the United
States, or you may vote your shares using the Internet or a toll-free telephone number. Instructions for voting using the Internet or by toll-free
telephone number are included on the proxy card.

All stockholders are cordially invited to attend the Annual Meeting in person. If you attend the Annual Meeting, you may vote in person if you
wish, even if you have previously returned your proxy card.

By Order of the Board of Directors,
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Bryan R. Adel
Senior Vice President, Legal, General Counsel and Secretary

April 13, 2011
Glendale, California
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450 North Brand Boulevard
Glendale, California 91203

(866) 995-DINE
QUESTIONS AND ANSWERS

PROXY STATEMENT
FOR 2011 ANNUAL MEETING OF STOCKHOLDERS

Q:    What am I voting on?

A:    The DineEquity, Inc. Board of Directors (the "Board") is requesting that stockholders vote on the following five proposals at the 2011
Annual Meeting of Stockholders (the "Annual Meeting"):

Proposal 1:    The election of three Class II directors.

Proposal 2:    The ratification of the appointment of Ernst & Young LLP as the Company's independent auditor for the fiscal year ending
December 31, 2011.

Proposal 3:    The approval of the adoption of the Dine Equity, Inc. 2011 Stock Incentive Plan.

Proposal 4:    The approval, in a non-binding vote, of the compensation of the Company's named executive officers.

Proposal 5:    The determination, in a non-binding vote, of whether a stockholder vote to approve the compensation of the Company's named
executive officers should occur every one, two or three years.

Q:    How does the Board recommend voting?

A:    The Board recommends that you vote your shares:

�
"FOR" each of the individuals nominated to serve as Class II directors;

�
"FOR" the ratification of the Audit and Finance Committee's appointment of Ernst & Young LLP as the Company's independent
auditor;

�
"FOR" the approval of the adoption of the Dine Equity, Inc. 2011 Stock Incentive Plan;

�
"FOR" the approval of the compensation of the Company's named executive officers; and

�
"FOR" every "3 YEARS" on the frequency of the stockholder vote to approve the compensation of the Company's named executive
officers.

Q:    Who is entitled to vote?

A:    Only stockholders of record at the close of business on March 28, 2011 (the "Record Date") will be entitled to receive notice of, and to vote
at, the Annual Meeting. As of the Record Date, there were outstanding 18,459,671 shares of common stock, par value $.01 per share (the
"Common Stock"), and 34,900 shares of Series B Convertible Preferred Stock ("Preferred Stock"). The holders of Common Stock are entitled to
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one vote per share and the holders of the Preferred Stock are entitled to one vote for each share of Common Stock issuable upon conversion of
the Preferred Stock as of the Record Date (17.72 votes per share). Stockholders of record of the Common Stock and the Preferred Stock may
vote their shares either in person or by proxy. The presence in person or by proxy of 9,539,051 shares will constitute a quorum at the Annual
Meeting.

Q:    What constitutes a "quorum"?

A:    A quorum is necessary to hold a valid meeting of stockholders. A quorum exists if the holders of a majority of the capital stock issued and
outstanding and entitled to vote at the meeting are present in person or represented by proxy.

1
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Q:    How do I cast my vote?

A:    If you hold your shares as a registered stockholder, you can vote in person at the Annual Meeting or you can vote by the Internet, telephone
or mail. For directions to the Annual Meeting, please visit the Investor Info section of our website at http://www.dineequity.com.

If your stock is held through a broker or bank, you will receive voting instructions from your broker or bank describing how to vote your stock.
The availability of Internet or telephone voting will depend upon the bank's or broker's voting processes.

Without your instructions, your broker or bank is permitted to use its discretion and vote your shares on certain routine matters (such as Proposal
Two�ratification of the Company's independent auditor) but is not permitted to use its discretion and vote your shares on non-routine matters
(such as Proposal One�the election of our Class II directors, Proposal Three�approval of the adoption of the Company's 2011 Stock Incentive Plan,
Proposal Four�approval of the named executive officer compensation, or Proposal Five�determination of the frequency of the approval of the
named executive officer compensation). Accordingly, we urge you to give your broker or bank instructions on voting your shares on all
non-routine matters, including Proposals One, Three, Four and Five. Shares that are not permitted to be voted by your broker or banker are
called "broker non-votes."

Whichever method you use, each valid proxy received in time will be voted at the Annual Meeting by the persons named on the proxy card in
accordance with your instructions. To ensure that your proxy is voted, it should be received by the close of business on May 16, 2011.

If you submit a proxy card without giving instructions, your shares will be voted as recommended by the Board.

BNY Mellon Shareowner Services has been engaged as the independent inspector of election to tabulate stockholder votes at the Annual
Meeting.

Q:    How will my stock be voted on other business brought up at the Annual Meeting?

A:    By signing and submitting your proxy card or voting your shares using the Internet or the toll-free telephone number, you authorize the
persons named on the proxy card to use their discretion in voting on any other matter brought before the Annual Meeting. The Company does
not know of any other business to be considered at the Annual Meeting.

Q:    Can I change my vote or revoke my proxy?

A:    Yes. You can change your vote or revoke your proxy at any time before it is voted at the Annual Meeting by executing a later-voted proxy
by the Internet, telephone or mail or by voting by ballot at the Annual Meeting.

Q:    What vote is necessary to pass the items of business at the Annual Meeting?

A:    Assuming a quorum is present at the Annual Meeting, the three director candidates will be elected if they receive a plurality of the votes
cast. This means the nominees will be elected unless other candidates properly nominated for election receive a greater number of votes.
However, no other candidates have been nominated. If you vote, your shares will be voted for election of all three of the director nominees
unless you give instructions to "withhold" your vote for one or more director candidates. Withhold votes will not influence election results.
Abstentions and broker non-votes are not recognized as to election of directors.

The affirmative vote of a majority of the shares present or represented by proxy and entitled to vote on the proposal is required to approve all
other proposals. In determining whether each of the other proposals has received the requisite number of affirmative votes, abstentions will be
counted and will have the same effect as a vote against the proposal. Broker non-votes will have no impact since they are not considered shares
entitled to vote on the proposal.

2
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Q:    What is the date of distribution of this Proxy Statement and the proxies solicited hereby?

A:    We are sending this Proxy Statement and the proxies to our stockholders beginning on or about April 13, 2011.

Q:    What are the costs of this proxy solicitation?

A:    We hired Morrow & Co., LLC to help distribute materials and solicit votes for the Annual Meeting. We will pay them a fee of $7,500, plus
out-of-pocket costs and expenses. We also reimburse banks, brokers, and other custodians, nominees, and fiduciaries for their reasonable
out-of-pocket expenses for forwarding proxy materials to you because they hold title to Company stock for you. In addition to using the mail,
our directors, officers, employees, and agents may solicit proxies by personal interview, telephone, telegram, or otherwise, although they will not
be paid any additional compensation. The Company will bear all expenses of solicitation.

3
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 Where to Find More Information about DineEquity, Inc.

 Documents Filed with the Securities and Exchange Commission ("SEC")

�
This Proxy Statement is accompanied by the Company's 2010 Annual Report, which includes the Company's consolidated financial
statements for the fiscal year ending December 31, 2010.

�
You can obtain any of the documents that we file with the SEC (including a copy of our 2010 Annual Report on Form 10-K) by
contacting us or the SEC (see below for information on contacting the SEC). To obtain documents from us, please direct requests in
writing or by telephone to:

        DineEquity, Inc.
        450 North Brand Boulevard
        Glendale, California 91203
        Telephone: (866) 995-DINE
        Attention: Secretary

We will send you the requested documents without charge, excluding exhibits. If you would like to request documents from us,
including any documents we may subsequently file with the SEC prior to the Annual Meeting, please do so by May 7, 2011, so that
you will receive them before the Annual Meeting. Alternatively, you may view these documents at the Investor Info section of our
website at http://www.dineequity.com.

�
The Company files and furnishes annual, quarterly and current reports and other information, including proxy statements, with the
SEC. You may read and copy any reports or other information that we file with or furnish to the SEC at:

        SEC's Public Reference Room
        100 F Street, N.E.
        Washington, D.C. 20549

You may also receive copies of these documents upon payment of a duplicating fee, by writing to the SEC's Public Reference Room.
Please call the SEC at 1-800-SEC-0330 for further information on the operation of the Public Reference Room in Washington, D.C.
and other locations. Our SEC filings are also available to the public on the SEC's website (www.sec.gov).

 Additional Information

There are a number of other sources for additional information on DineEquity, Inc., including:

�
The DineEquity, Inc. website. Our website at http://www.dineequity.com provides ongoing information about the Company and its
performance along with copies of the charters of our board committees, and our corporate governance guidelines and ethics policies.
In addition, the Investor Info section of the website includes links to the Company's filings with the SEC and recordings of recent
investor conference calls with management. Please note that information contained on our website does not constitute part of this
Proxy Statement.

The Company's 2011 Proxy Statement, Proxy Card and the 2010 Annual Report may be viewed online at
http://bnymellon.mobular.net/bnymellon/din.

4
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 IMPORTANT NOTE

You should rely only on the information contained in this Proxy Statement to vote on the proposals at the Annual Meeting. We have not
authorized anyone to provide you with information that is different from what is contained in this Proxy Statement. This Proxy Statement is
dated April 13, 2011. You should not assume that the information contained in this Proxy Statement is accurate as of any date other than such
date, unless indicated otherwise herein, and the mailing of this Proxy Statement to stockholders shall not create any implication to the contrary.

 PROPOSAL ONE: ELECTION OF THREE CLASS II DIRECTORS

The Board currently consists of 10 members and is divided into three classes of directors. Class II directors currently serve until the Annual
Meeting in 2011, Class III directors serve until the Annual Meeting in 2012 and Class I directors serve until the Annual Meeting in 2013 (in each
case, until their respective successors are duly elected and qualified). At the 2011 Annual Meeting, three Class II directors will be elected to
serve a term of three years. Shares represented by the enclosed Proxy, if returned duly executed, or voted via the Internet or telephone, and
unless instructions to the contrary are indicated thereon, will be voted for the nominees listed below.

Based on the recommendation of the Nominating and Corporate Governance Committee, the Board has designated the three nominees listed
below for election as Class II directors of the Company to serve for a term of three years that will expire at the Company's 2014 Annual
Meeting. The Board has also designated Ms. Julia A. Stewart to continue to serve as the Chairman of the Board.

No security holder that held a beneficial ownership interest in the Company's Common Stock of 5% or more for at least one year recommended
any candidates to serve on the Board.

Your Proxy will be voted as specified thereon or, if no instructions are given, for the Board's nominees; however, the persons designated to vote
Proxies reserve full discretion to vote the shares represented by the Proxies for the election of the remaining nominees and any substitute
nominee or nominees designated by the Board in the event the nominee who would otherwise receive the votes is unavailable or unable to serve
as a candidate for election as a director. The Board has no reason to believe that any of the nominees will be unavailable or unable to serve if
elected.

The Board believes that each of the director nominees and continuing directors is well qualified to serve on the Board, and each of the nominees
brings his or her particular business, industry and financial experience and expertise to the Board. The Board believes that the backgrounds and
qualifications of all of the directors, considered as a group, provide a complementary blend of experience, knowledge and abilities.

 DIRECTOR NOMINEES

The following paragraphs give the name and age of each director nominee, as well as each nominee's business experience over the last five years
or more. Immediately following the description of each nominee's business experience is a description of the particular experience, skills and
qualifications that were instrumental in the Nominating and Corporate Governance Committee's determination that he or she should serve as a
director of the Company.

 Class II Director�Terms to Expire 2014

Michael S. Gordon (age 75).    Mr. Gordon has served on the Company's Board since 1987, before the Company went public. In April 2006, he
assumed the position of vice chairman of First Q Capital LLC. He served as chairman of StoneCreek Capital, Inc. (formerly The Gordon+Morris
Group, Inc.) from January 2002 through March 2006. He served on the board of BSSI, Inc. from September 2004 until October 2007.
Mr. Gordon is a member of the board, and has served as chairman of the board, of the

5
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Orange County Performing Arts Center and the Pacific Symphony and is a member of the board of the Jewish Community Foundation of
Orange County. Mr. Gordon's qualifications to sit on our Board include his experience in corporate finance, private equity and investment
management and his experience on the boards of directors of private companies and non-profit organizations.

Larry A. Kay (age 64).    Mr. Kay has served on the Company's Board since 1987, before the Company went public. Mr. Kay served as the
Board's Lead Director from May 2006 through December 2009. He served as Chairman of the Board from January 2003 until May 2006. From
1978 through 1993, Mr. Kay was employed by the Company in a variety of capacities, including General Counsel and Executive Vice
President�Administration, from 1987 through 1993. Mr. Kay has served as Chief Executive Officer and Managing Member of BSG
Technologies, LLC since 2008. Mr. Kay was a private consultant and investor from 1994 until 2008. He serves as director of Design Center
Solutions, Inc. dba Bridgeway Media Group and is an honorary board member of the New Century Chamber Orchestra. Mr. Kay's qualifications
to sit on our Board include his experience as the Company's Chairman and Lead Director, his experience as a consultant and private investor, his
prior experience in senior management of the Company and his service on the boards of directors of private companies and non-profit
organizations.

Julia A. Stewart (age 55).    Ms. Stewart serves as Chairman and Chief Executive Officer of DineEquity, Inc. She has served on the Company's
Board since December 2001 and became Chairman in May 2006. She has served as the Company's Chief Executive Officer and President since
May 2002 and had served as the Company's President and Chief Operating Officer from December 2001 until May 2002. Ms. Stewart served as
President, Domestic Division, of Applebee's International, Inc. from October 1998 to August 2001. Ms. Stewart has served on the board of
directors of Avery Dennison Corporation since January 2003. She is a board member of the non-profit boards of UCLA Anderson School of
Management-Board of Visitors and the Children's Bureau. Ms. Stewart's qualifications to sit on our Board include her experience as the
Company's Chairman and Chief Executive Officer, her extensive experience in the restaurant industry and her experience on the boards of
directors of a public company and non-profit organizations.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE "FOR" THE ELECTION OF ALL OF THE
NOMINEES NAMED ABOVE FOR DIRECTOR.

 CONTINUING DIRECTORS

 Class III Director�Terms to Expire 2012

H. Frederick Christie (age 77).    Mr. Christie has served on the Company's Board since 1992. He is an independent consultant and has served
on the board of directors of Ducommun, Incorporated since 1985, Southwest Water Co. from 1995 until 2010, and AECOM Technology Corp
from 1990 until March 2011. Beginning in 1972, he has served as a director or trustee of various mutual funds operated by Capital Research and
Management Company. Mr. Christie also served as a director of Valero L.P. from 2002 until 2005. From 1987 to 1990, he served as president
and chief executive officer of The Mission Group. He is chairman emeritus of the Natural History Museum of Los Angeles County.
Mr. Christie's qualifications to sit on our Board include his experience in senior management of public companies, including service as
chairman, chief executive officer, president, chief operating officer and chief financial officer, and experience on the boards of directors of
public companies and non-profit organizations.

Richard J. Dahl (age 59).    Mr. Dahl currently serves as the Company's Lead Director, a position he has held since January 2010. He has
served on the Company's Board since February 2004. Since August 2011, Mr. Dahl has served as the chairman of the board and as the president
and chief executive officer of the James Campbell Company LLC. He has served as chairman of the board of International

6
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Rectifier Corporation since May 2008. Previously, Mr. Dahl served on the board of directors and as president and chief operating officer of Dole
Food Company, Inc. from July 2004 through July 2007. He is a member of the boards of directors of International Rectifier Corporation, and
IDACORP, Inc. and its principal subsidiary, Idaho Power Company. Mr. Dahl's qualifications to sit on our Board include his experience in
senior management of public and private companies, including service as chairman, president, chief executive officer, chief operating officer and
chief financial officer, his experience on the board of directors of public companies, including service as chairman of the audit committees of
two public companies, including DineEquity, Inc., and his experience as a certified public accountant.

Patrick W. Rose (age 69).    Mr. Rose has served on the Company's Board since 1992. He is a private investor. Mr. Rose served as chairman of
the board, president and chief executive officer of Bumble Bee Seafoods, Inc. from June 1985 to August 1988. He served as chairman of the
board, president and chief executive officer of Van Camp Seafood, Inc., from March 1992 to August 1997. He served on the board of directors
of Birds Eye Foods, Inc. from 2003 until December 2009 and has served as United States commissioner to the Inter-American Tropical Tuna
Commission since 2003. Mr. Rose has also served as chairman of the board of Chart House Enterprises, Inc. Mr. Rose's qualifications to sit on
our Board include his experience in senior management of private companies, including service as chairman, chief executive officer, president
and chief operating officer, his experience in marketing and his experience on the boards of directors of private companies.

 Class I Director�Term to Expire 2013

Howard M. Berk (age 46).    Mr. Berk has served on the Company's Board since February 2009. Since 2002, Mr. Berk has been a partner at
MSD Capital, L.P., a private investment firm. From 1998 to 2002, Mr. Berk was managing director of TG Capital Corp., an investment group
that manages the capital of a single family and acquires and invests in both public and private companies. From 1995 to 1998, Mr. Berk was
with The Stenbeck Group, acquiring and managing businesses in multiple countries. Prior to that, he was with Goldman, Sachs & Co., where he
worked in the Principal Investment area as well as the mergers and acquisitions department. Mr. Berk's qualifications to sit on our Board include
his experience in dealing with public company boards of directors from a public investor perspective and his experience in finance and
managing and investing private capital.

Daniel J. Brestle (age 65).    Mr. Brestle has served on the Company's Board since July 2009. Mr. Brestle most recently served as vice chairman
and president of Estee Lauder Companies Inc. North America, a position he retired from in June 2009 after spending more than 30 years in
leadership positions within the Lauder organization and its family of brands. During his tenure, he held numerous positions including chief
operating officer and group president of Lauder's high growth specialty brands. Prior to these positions, he was president of the Estee Lauder,
Clinique and Prescriptives brands. Prior to Estee Lauder, Mr. Brestle held various positions of increasing responsibility in distribution,
manufacturing and operations at Johnson & Johnson and served in the United States Air Force. Mr. Brestle has served on the board of
Airborne Inc. since October 2009 and served on the board of Abercrombie & Fitch from 2005 to 2007. Mr. Brestle's qualifications to sit on our
Board include his experience in senior management at a multi-national consumer products public company, including experience in operations,
manufacturing, marketing and brand-building, and his experience on the boards of directors of public companies.

Caroline W. Nahas (age 62).    Ms. Nahas has served on the Company's Board since 1992. She has held the position of managing director,
Southern California, of Korn/Ferry International or similar positions since May 1998. She served as a member of the executive committee of
Korn/Ferry International from December 1995 until August 1998. Ms. Nahas serves as chairman of the board of United Way of Greater Los
Angeles and as a director of Whittier Holdings, Inc. and UCLA Anderson School of
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Management-Board of Visitors. She previously served as a director of the Los Angeles Chamber of Commerce and Town Hall Los Angeles.
Ms. Nahas' qualifications to sit on our Board include her experience in a senior executive position with a professional services firm, her
expertise in executive recruiting, human resources and compensation matters and other for profit and not for profit board experience.

Gilbert T. Ray (age 66).    Mr. Ray has served on the Company's Board since 2004. He is a retired partner of O'Melveny & Myers LLP.
Mr. Ray currently is a member of the boards of Advanced Auto Parts, Inc., DiamondRock Hospitality Company, Seasons Series Fund and
SunAmerica Series Trust, Towers Watson & Company and The John Randolph Haynes and Dora Haynes Foundation. Mr. Ray's qualifications
to sit on our Board include his experience as a corporate lawyer and counselor and experience in compensation and corporate governance issues
as a result of his service on the boards of directors of public and private companies and non-profit organizations.

 CORPORATE GOVERNANCE

We are committed to maintaining the highest standards of business conduct and corporate governance, which we believe are essential to running
our business efficiently, serving our stockholders well and maintaining the Company's integrity in the marketplace. The Board has adopted the
DineEquity, Inc. Global Code of Conduct for Company employees and has also adopted the DineEquity, Inc. Code of Ethics for our Chief
Executive Officer and Senior Financial Officers, as required by the SEC. In addition, the Company maintains the DineEquity, Inc. Code of
Conduct for Non-Employee Directors, which, in conjunction with the Corporate Governance Guidelines, forms the framework for the
governance of the Company. All of these documents can be found in the Corporate Governance section of the Company's website,
http://www.dineequity.com, and are also available at no charge upon written request to the Secretary, DineEquity, Inc., 450 North Brand
Boulevard, Glendale, California 91203.

 The Structure of the Board and the Lead Director

The business and affairs of the Company are managed under the direction of the Board. Generally, it is management's responsibility to
formalize, propose and implement strategic choices and the Board's role to approve strategic direction and evaluate strategic results, including
both the performance of the Company and the performance of the Chief Executive Officer. The Board believes that the combined role of
Chairman and Chief Executive Officer promotes the execution of the strategic responsibilities of the Board and management because the Chief
Executive Officer is the director most familiar with the Company's business and industry and most capable of effectively identifying strategic
priorities and leading the discussion and execution of strategy.

Ms. Stewart has served as both the Chairman and Chief Executive Officer of the Company since May 2006. Because the Chairman is a member
of management, the Board considers it useful and appropriate to designate a Lead Director to coordinate the activities of the independent
directors. The presence of a Lead Director provides additional assurance as to the independence of the Board's oversight of management.
Richard J. Dahl has served as the Lead Director since January 2010. Before Mr. Dahl, Larry A. Kay served as Lead Director beginning in May
2006. The Board has adopted specific responsibilities of the Lead Director, which include:

�
presiding over executive sessions of the independent directors;

�
coordinating and developing the agenda for executive sessions of the independent directors;

�
assuming the lead role on behalf of the independent directors to communicate to the Chairman any feedback from executive
sessions;
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�
serving as principal liaison between the independent directors and the Chairman on Board issues;

�
calling meetings of the independent directors;

�
coordinating with the Chairman the schedule of Board meetings and the agenda, time allocation and quality, quantity,
appropriateness and timeliness of information provided for each Board meeting;

�
recommending, after consulting with the Chairman wherever appropriate, the retention of outside advisors and consultants
who report directly to the Board on Board issues; and

�
serving as interim Chairman in the event of a vacancy in that position.

The Board believes that the combined role of Chairman and Chief Executive Officer together with an independent Lead Director having the
responsibilities outlined above provides the appropriate balance between strategy development and independent oversight of senior management.

 The Board's Role in Risk Oversight

The Board and each of its committees have an active role in overseeing management of the Company's risks. The Board regularly reviews
information regarding the Company's strategic, financial and operational risks. The Company's Compensation Committee oversees the
management of risks relating to the Company's compensation policies and practices. The Audit and Finance Committee oversees the
management of risks associated with accounting, auditing, financial reporting and internal controls over financial reporting. The Audit and
Finance Committee also assists the Board in its oversight of the integrity of the Company's financial statements, the Company's compliance with
legal and regulatory requirements, the qualifications and independence of the Company's independent auditor and the performance of the
Company's independent auditor and the Company's internal audit function. The Audit and Finance Committee is responsible for reviewing and
discussing the guidelines and policies governing the process by which senior management and the internal auditing department assess and
manage the Company's exposure to risk, as well as the Company's major financial risk exposures and the steps management has taken to monitor
and control such exposures. The Nominating and Corporate Governance Committee oversees risks associated with Board organization,
membership and structure, corporate governance, the independence of members of the Board and assessment of the Board members'
performance and effectiveness. While each committee is responsible for evaluating certain risks and overseeing the management of such risks,
the entire Board is regularly informed through committee reports about such risks.

 Director Independence

The New York Stock Exchange ("NYSE") rules require listed companies to have a board of directors with at least a majority of independent
directors. The Board has had a majority of independent directors since it went public in 1991.

Under the NYSE rules, a director qualifies as "independent" upon the Board affirmatively determining that he or she has no material relationship
with the Company (either directly or as a partner, stockholder or officer of an organization that has a material relationship with the Company).
Based upon a review of the directors' backgrounds and business activities, the Board has determined that directors Howard M. Berk, Daniel J.
Brestle, H. Frederick Christie, Richard J. Dahl, Michael S. Gordon, Larry A. Kay, Caroline W. Nahas, Gilbert T. Ray, and Patrick W. Rose have
no other material relationship with the Company and therefore that they qualify as independent. In making its determination, the Board
considered Mr. Berk's position as a partner of MSD Capital, L.P. and the fact that MSD Capital, L.P. may be deemed to beneficially own
2,512,356 shares of the Company's Common Stock. The Board also considered Mr. Dahl's position as the chairman of the board and the
president
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and chief executive officer of the James Campbell Company and the fact that the Company leases space from a building owned by the James
Campbell Company in Novato, California. For the year ended December 31, 2010, the Company paid rent to the James Campbell Company
totaling approximately $178,969. The Company entered into the lease before Mr. Dahl joined the James Campbell Company. The Company
does not believe that Mr. Dahl has a material direct or indirect interest in such lease.

The Company's Chief Executive Officer, Julia A. Stewart, does not qualify as an independent director.

Both the Sarbanes-Oxley Act of 2002 (the "Sarbanes-Oxley Act") and the NYSE rules require the Board to have an audit committee comprised
solely of independent directors, and the NYSE rules also require the Board to have a compensation committee and a nominating and corporate
governance committee, each of which is comprised solely of independent directors. The Company is in compliance with these requirements.

The Audit and Finance Committee Charter, the Compensation Committee Charter, and the Nominating and Corporate Governance Committee
Charter can be found in the Corporate Governance section of the Company's website, http://www.dineequity.com, and are also available at no
charge upon written request to the Secretary, DineEquity, Inc., 450 North Brand Boulevard, Glendale, California 91203.

 Corporate Governance Guidelines

The Company has adopted corporate governance guidelines which can be found in the Corporate Governance section of our website,
http://www.dineequity.com. In addition, printed copies of the Company's corporate governance guidelines are available at no charge upon
request from the Secretary, DineEquity, Inc., 450 North Brand Boulevard, Glendale, California 91203, (866) 995-DINE.

 Director Attendance at Meetings

All directors are expected to attend the Company's Annual Meeting. All of the directors attended the Company's 2010 Annual Meeting of
Stockholders. In 2010, each director attended 75% or more of the total number of meetings held by the Board and all committees on which he or
she served.

 Non-Management Directors

The NYSE rules require that the non-management directors of a listed company meet regularly in executive session. The Company's
non-management directors meet separately at each regular meeting of the Board and most committee meetings. The Lead Director, Richard J.
Dahl, is not a member of management and presides during executive sessions of the Board.

Interested parties may express their concerns to the Company's non-management directors by contacting the Chairman of the Nominating and
Corporate Governance Committee, care of the Secretary, DineEquity, Inc., 450 North Brand Boulevard, Glendale, California 91203. Interested
parties may also submit their communications electronically to directors@dineequity.com. The Secretary will forward all such communications
to the director(s) indicated to receive the communication, or if no recipient is indicated, to the Lead Director.

 Communications with the Board

Stockholders may communicate with the Board by writing to DineEquity, Inc. Board of Directors, c/o Secretary, DineEquity, Inc., 450 North
Brand Boulevard, Glendale, California 91203. Stockholders may also submit their communications electronically to directors@dineequity.com.
The Secretary will forward all such communications to the director(s) indicated to receive the communication, or if no recipient is indicated, to
the Lead Director.
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 Senior Management Evaluation

The Compensation Committee annually evaluates the performance of the Chief Executive Officer in light of the goals and objectives of the
Company's executive compensation plans, and approves the Chief Executive Officer's compensation level based on this evaluation.

 Corporate Ethics Hotline

The Company maintains an ethics hotline, to allow any employee to express a concern or lodge a complaint, confidentially and anonymously,
about any potential violation of the Company's Code of Conduct that is of concern.

 Board Retirement Policy

In 2004, the Board resolved that effective with the 2005 Annual Meeting of Stockholders, no person may stand for election to serve as a member
of the Company's Board if he or she shall have reached his or her 76th birthday. Under special circumstances, upon the recommendation of the
Nominating and Corporate Governance Committee, and upon the consent and approval of a majority of the Board, a person who has reached his
or her 76th birthday may be permitted to stand for election and serve on the Board.

 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The Board has adopted a Global Code of Conduct for officers and employees and a Code of Conduct for Non-Employee Directors. The
Company's Global Code of Conduct provides that executive officers who encounter a potential or actual conflict of interest must fully disclose
all facts and circumstances to the Company's Senior Vice President, Legal, General Counsel and Secretary, who will inform and seek a
determination from the Audit and Finance Committee of the Board as to whether a conflict exists and the appropriate disposition of the matter.
The Company's Code of Conduct for Non-Employee Directors provides that any director who becomes aware of any situation that involves, or
reasonably may appear to involve, a conflict of interest with the Company must promptly bring it to the attention of the Company's Senior Vice
President, Legal, General Counsel and Secretary or to the Chairman of the Audit and Finance Committee of the Board. Any waiver of any
provision of the Global Code of Conduct for executive officers may be granted only by the Board. Any waiver of the Code of Conduct for
Non-Employee Directors may be made only by the disinterested directors of the Board or the Audit and Finance Committee of the Board, and
any such waiver shall be promptly disclosed to the Company's stockholders.

The Board and the Audit and Finance Committee review whether such waivers are in the best interests of the Company and its stockholders,
taking into account all relevant factors. There were no waivers of the Global Code of Conduct for executive officers or of the Code of Conduct
for Non-Employee Directors in 2010. The Company's Global Code of Conduct and Code of Conduct for Non-Employee Directors can be found
in the Corporate Governance section of our website, http://www.dineequity.com and are also available at no charge upon written request to the
Secretary, DineEquity, Inc., 450 North Brand Boulevard, Glendale, California 91203.

Neither the Global Code of Conduct nor the Code of Conduct for Non-Employee Directors addresses the conduct of director nominees who are
not already board members (or members of any such director nominee's immediate family) or beneficial owners of more than five percent of the
Company's voting securities (or members of any such beneficial owner's immediate family). The charter of the Nominating and Corporate
Governance Committee of the Board provides that it will consider conflicts of interest in evaluating director nominees. As a matter of practice,
the Board or the Audit and Finance Committee of the Board would be called upon to review any transaction involving such
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security holders (or members of their immediate family) that would be required to be disclosed by the applicable rules of the SEC.

 BOARD COMMITTEES AND THEIR FUNCTIONS

The Board has three standing committees, each of which operates under a written charter approved by the Board: Audit and Finance Committee,
Compensation Committee and Nominating and Corporate Governance Committee. In accordance with the NYSE listing standards, each of these
committees consists solely of independent directors. The charter for each of these committees can be found in the Corporate Governance section
of the Company's website, http://www.dineequity.com, and is also available at no charge upon written request to the Secretary, DineEquity, Inc.,
450 North Brand Boulevard, Glendale, California 91203.

In addition to the three standing committees, in 2010 the Board also established a Pricing Committee for the limited purpose of overseeing and
approving a refinancing of the Company's debt. The chart below identifies directors who were members of each committee at the end of fiscal
year 2010, the principal function of each committee, the number of meetings held by each committee during fiscal year 2010, and the chairs of
each committee. The Board held 8 meetings during fiscal year 2010.

Name of Committee and
Membership Principal Functions of the Committee

Meetings in
2010

Audit and Finance
Committee
Richard J. Dahl,
Chairman
Howard M. Berk
Michael S. Gordon
Larry A. Kay

� Responsible for the appointment,
compensation, retention
and oversight of the work of any
independent auditor
engaged for the purpose of preparing or
issuing an audit
report or performing other audit, review or
attest services
for the Company.

11
Meetings

� Reviews with management and the
independent auditor the
Company's quarterly and annual financial
statements and
other financial disclosures, the adequacy
and effectiveness
of accounting and internal controls and
major issues
regarding accounting principles and
practices, including any
changes resulting from amendments to SEC
or Financial
Accounting Standards Board ("FASB")
rules.

� Meets at each regular meeting with the
Company's director
of internal audit and the independent
auditor in separate
executive sessions.

� Reviews the performance of the Company's
independent
auditor.

� Prepares a report to stockholders included
in the
Company's proxy statement for its annual
meeting of
stockholders.
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� Reviews and provides guidance to the
Board and
management about dividend policy; sales,
issuance or
repurchases of Company Common Stock;
policies and
guidelines on investment of cash; policies
and guidelines on
short and long-term financing; debt/equity
ratios, fixed
charge ratios, working capital, other debt
covenant ratios;
and other transactions or financial issues
that management
desires to have reviewed by the Audit and
Finance
Committee from time to time.
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Name of Committee and
Membership Principal Functions of the Committee

Meetings in
2010

Compensation
Committee
Patrick W. Rose,
Chairman
Daniel J. Brestle
Caroline W. Nahas

� Oversees the Company's compensation and
employee
benefit plans and practices, including its
executive
compensation plans and its
incentive-compensation and
equity-based plans.

6 Meetings

� Reviews at least annually the goals and
objectives of the
Company's executive compensation plans, and
amends, or
recommends that the Board amend, these
goals and
objectives if the Compensation Committee
deems it
appropriate.

� Reviews the Company's succession plans for
officer level
executives.

� Evaluates annually the performance of the
CEO and other
executive officers in light of the goals and
objectives of the
Company's executive compensation plans, and
either as a
committee or, together with the other
independent
directors, determines and approves the CEO's
compensation based on this evaluation.

� Evaluates annually the appropriate level of
compensation
for Board and committee service by
non-employee
members of the Board.

� Prepares a report on executive compensation
to be included
in the Company's proxy statement for its
annual meeting of
stockholders or its annual report on
Form 10-K.

Nominating and
Corporate
Governance Committee
H. Frederick Christie,
Chairman

� Identifies and recommends to the Board
individuals
qualified to serve as directors of the Company
and on
committees of the Board.

2 Meetings

Caroline W. Nahas
Gilbert T. Ray

� Advises the Board with respect to the Board
composition,
procedures and committees.

Patrick W. Rose � Develops and recommends to the Board a set
of corporate
governance principles applicable to the
Company.

� Oversees the evaluation of the Board and the
Company's
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Pricing Committee
Richard J. Dahl,
Chairman
Howard M. Berk
Michael S. Gordon

� Determined the timing of the offering of the
Company's
$825 million 9.50% Senior Unsecured Notes
due 2018 and
$950 million Senior Secured Credit Facility
due 2017 (the
"Offering").

8 Meetings

Larry A. Kay � Approved the financing agreements related to
the Offering.

Julia A. Stewart � Determined the pricing, terms and conditions
of the
Offering.

 Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Committee's responsibilities include recommending to the Board criteria for membership on the
Board as well as nominees for Board membership.

 Board Nominations

Consistent with its charter, the Nominating and Corporate Governance Committee considers various criteria in evaluating Board candidates,
including, among others, experience, interpersonal skills, expertise, diversity, personal and professional integrity, character, business judgment,
business philosophy, ability to make independent analytical inquiries, understanding of the Company's business environment, time availability in
light of other commitments, dedication, conflicts of interest and such other relevant factors that the Nominating and Corporate Governance
Committee considers
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appropriate in the context of the needs of the Board. In considering diversity, the Nominating and Corporate Governance Committee evaluates
candidates with a broad range of expertise, experience, skills, professions, education, backgrounds and other board experience. The Nominating
and Corporate Governance Committee endeavors to ensure that the directors will bring diverse viewpoints, opinions and areas of expertise that
will benefit the Board as a whole. The Nominating and Corporate Governance Committee does not assign specific weights to particular criteria
and no particular criterion is necessarily applicable to all prospective nominees.

The Nominating and Corporate Governance Committee also considers whether a potential nominee would satisfy the NYSE's criteria for
director "independence," the NYSE's "financial management expertise" standard and the SEC's definition of "audit committee financial expert."

Whenever a vacancy exists on the Board due to expansion of the Board's size or the resignation or retirement of an existing director, the
Nominating and Corporate Governance Committee begins its process of identifying and evaluating potential director nominees. The Nominating
and Corporate Governance Committee considers recommendations of management, stockholders and others. The Nominating and Corporate
Governance Committee has sole authority to retain and terminate any search firm to be used to identify director candidates, including approving
its fees and other retention terms.

The Nominating and Corporate Governance Committee conducted an evaluation and assessment of each director whose term expires in 2011 for
purposes of determining whether to recommend them for nomination for re-election to the Board. After reviewing the assessment results, the
Nominating and Corporate Governance Committee determined to make a recommendation to the Board that Michael S. Gordon, Larry A. Kay,
and Julia A. Stewart be nominated for re-election to the Board. The Board accepted the Nominating and Corporate Governance Committee's
recommendation and has nominated Michael S. Gordon, Larry A. Kay, and Julia A. Stewart accordingly.

 Stockholder Nominations

The Nominating and Corporate Governance Committee will consider director candidates recommended by stockholders. Stockholders wishing
to recommend director candidates for consideration by the Nominating and Corporate Governance Committee may do so by writing to the
Secretary, giving the recommended nominee's name, biographical data and qualifications, accompanied by the written consent of the
recommended nominee. Any stockholder who nominates a director candidate must provide written notice that is timely and in proper form.

The Nominating and Corporate Governance Committee did not receive any recommendations from stockholders proposing candidates for
election to the Board at the Annual Meeting.

 DIRECTOR COMPENSATION

The Company does not pay directors who are also employees of the Company additional compensation for their services on the Board.
Compensation for non-employee directors is comprised of a cash component and an equity component. Please see the Director Compensation
Table for 2010 provided below for a summary of all compensation provided to non-employee directors in 2010. Cash compensation for
non-employee directors is comprised of separate fees for board membership, participation on one or more Board committees and, where
applicable, for serving as the chairman of a board committee. The non-employee directors currently are entitled to receive the following cash
compensation:

�
$50,000 as an annual board membership fee;

�
$25,000 as an annual supplemental board membership fee for the Lead Director;

14

Edgar Filing: DineEquity, Inc - Form DEF 14A

25



Table of Contents

�
$10,000, $7,500 and $5,000, respectively, as an annual supplemental membership fee for participating on the Audit and
Finance Committee, Compensation Committee and Nominating and Corporate Governance Committee; and

�
$15,000, $10,000 and $5,000, respectively, as an annual supplemental fee for the chairmen of the Audit and Finance
Committee, Compensation Committee and Nominating and Corporate Governance Committee.

The Company also reimburses each of the directors for reasonable expenses incurred for attendance at Board and committee meetings and other
Company events.

Currently, non-employee directors are granted equity compensation awards under the DineEquity, Inc. Amended and Restated 2005 Stock
Incentive Plan for Non-Employee Directors (the "2005 Plan"). Under the 2005 Plan, non-employee directors may receive periodic grants of
stock options and/or restricted stock. Equity compensation for non-employee directors is targeted at $100,000 in value per director. During 2009,
awards were issued to non-employee directors below the intended targets. In 2010, each non-employee director received 4,000 restricted stock
units. An additional 1,000 shares were issued to each non-employee director, other than Mr. Brestle, to address the 2009 shortfall. Because
Mr. Brestle was not a director of the Company at the time of the 2009 award issuance, he did not receive the supplemental award of 1,000 shares
in 2010.

Non-employee directors are subject to stock ownership guidelines whereby they are required to hold 7,000 shares of company stock.

 Director Compensation Table for 2010

The following table sets forth certain information regarding the compensation earned by or awarded to each non-employee director who served
on our Board in 2010.

Name

Fees earned or
paid in cash

($)

Restricted
Stock
Units

($)(1)(3)

Option
Awards
($)(2)(3)

Total
($)

Howard M. Berk 69,000 146,600 � 215,600
Daniel J. Brestle 57,500 117,280 � 174,780
H. Frederick Christie 60,000 146,600 � 206,600
Richard J. Dahl 109,000 146,600 � 255,600
Michael S. Gordon 71,500 146,600 � 218,100
Larry A. Kay 69,000 146,600 � 215,600
Caroline W. Nahas 60,000 146,600 � 206,600
Gilbert T. Ray 55,000 146,600 � 201,600
Patrick W. Rose 62,500 146,600 � 209,100

(1)
These amounts reflect the aggregate grant date fair value computed in accordance with FASB ASC Topic 718.

(2)
No options were granted to non-employee directors in 2010.

(3)
The following table sets forth the numbers of stock awards (including restricted stock awards and restricted stock units) and
nonqualified option awards outstanding at December 31, 2010. See
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Note 18 to Consolidated Financial Statements in the Company's Annual Reports on Form 10-K regarding assumptions underlying
valuation of equity awards.

Names/Type of Award

Stock awards
outstanding at

December 31, 2010
(#)

Option awards
outstanding at

December 31, 2010
(#)

Howard M. Berk 15,000 �
Daniel J. Brestle 9,000 �
H. Frederick Christie 17,500 17,500
Richard J. Dahl 17,500 12,500
Michael S. Gordon 17,500 17,500
Larry A. Kay 17,500 12,500
Caroline W. Nahas 17,500 12,500
Gilbert T. Ray 17,500 2,000
Patrick W. Rose 17,500 17,500
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 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth the only persons who, to the knowledge of management, owned beneficially on March 3, 2011, or on such other
date indicated in the accompanying footnotes, more than 5% of the outstanding shares of any class of the Company's voting securities.
Applicable percentage of ownership is based upon 18,345,072 shares of common stock outstanding as of March 3, 2011.

Name and Address of Beneficial Owner Shares Owned Percent of Class
Southeastern Asset Management, Inc. (U.S.)
Longleaf Partners Small-Cap Fund,
and Mr. O. Mason Hawkins
Southeastern Asset Management, Inc.
6410 Poplar Avenue, Suite 900
Memphis, Tennessee 38119

3,131,500(1) 17.07%

MSD Capital, L.P.
MSD SBI, L.P.
645 Fifth Avenue, 21st Floor
New York, New York 10022

2,512,356(2) 13.69%

BlackRock, Inc.
40 East 52nd Street
New York, New York 10022

1,178,446(3) 6.42%

Keeley Asset Management Corp
401 South LaSalle Street
Chicago, Illinois 60605

1,114,365(4) 6.07%

(1)
In a Schedule 13D, dated December 5, 2008, jointly filed by Southeastern Asset Management, Inc., Longleaf Partners Small-Cap Fund
and Mr. O. Mason Hawkins, such persons report that, as of such date, Southeastern Asset Management, Inc. possessed sole power to
vote or to direct the vote with respect to 127,000 of these shares, shared power to vote or to direct the vote with respect to 2,978,100 of
these shares and no power to vote or direct the vote with respect to 112,400 of these shares, sole power to dispose or direct the
disposition of 239,400 of these shares and shared power to dispose or direct the disposition of 2,978,100 of these shares; Longleaf
Partners Small-Cap Fund possessed shared power to vote or to direct the vote and shared power to dispose or to direct the disposition
of 2,978,100 of these shares; and Mr. Hawkins possessed no power to vote or to direct the vote and no power to dispose or to direct the
disposition of any of these shares.

(2)
In Amendment No. 3 to Schedule 13D dated November 3, 2010, MSD Capital, L.P. and MSD SBI, L.P. jointly reported that, as of
November 1, 2010, they possessed shared power to vote or direct the vote and shared power to dispose or direct the disposition of all
shares reported on that date.

(3)
In Amendment No. 1 to Schedule 13G dated February 4, 2011, BlackRock, Inc. reported that, as of December 31, 2009, it possessed
sole power to vote or direct the vote and sole power to dispose or to direct the disposition of all shares reported on that date.

(4)
In Amendment No. 3 to Schedule 13G dated February 7, 2011, Keeley Asset Management Corp., Keeley Small Cap Value Fund, and
John L. Keeley, Jr. jointly reported that, as of December 31, 2010, Keeley Asset Management Corp. possessed the power to vote or
direct the vote with respect to 1,088,265 shares and no power to vote or direct the vote with respect to the remainder of these shares,
and sole power to dispose or to direct the disposition of all 1,114,365 shares; Keeley Small
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Cap Value Funds possessed no power to vote or direct the vote and no power to dispose or to direct the disposition of any of these
shares; and John L. Keeley, Jr. possessed no power to vote or direct the vote and no power to dispose or to direct the disposition of any
of these shares.

The following table sets forth as of March 16, 2011 the beneficial ownership of the Company's Common Stock, including shares as to which a
right to acquire ownership exists within the meaning of Rule 13d-3(d)(1) under the Securities Exchange Act of 1934, as amended, within
60 days of March 16, 2011, of each director, each nominee for election as director, each NEO, as such term is used in the Compensation
Discussion and Analysis beginning on page 20, and all directors and executive officers of the Company, as a group.

Name and Address(1) Shares Owned(2)(3) Percent of Class
Howard M. Berk 10,000(4) *
Daniel J. Brestle 5,000 *
H. Frederick Christie 34,200(5) *
Richard J. Dahl 42,700(6) *
Michael S. Gordon 69,200(7) *
Larry A. Kay 42,344(8) *
Caroline W. Nahas 28,900 *
Gilbert T. Ray 19,200 *
Patrick W. Rose 51,100 *
Julia A. Stewart 420,116(9) 2.27%
John F. Tierney 51,697 *
Michael J. Archer 91,965 *
Jean M. Birch 35,370 *
Bryan R. Adel 11,622 *
Richard C. Celio 24,358 *
All directors and executive officers as a group (15 persons) 937,772 5.06%

*
Represents less than 1% of the outstanding Common Stock.

(1)
The address for each of the directors and NEOs is:

DineEquity, Inc.
450 North Brand Boulevard
Glendale, California 91203

(2)
Subject to applicable community property laws and statutes.
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(3)
Share amounts for each of the directors, each nominee for election as director, each NEO and for all directors and executive officers as
a group include shares subject to options that are exercisable within 60 days of March 16, 2011, as follows:

Name Shares
Howard M. Berk �
Daniel J. Brestle �
H. Frederick Christie 12,500
Richard J. Dahl 12,500
Michael S. Gordon 17,500
Larry A. Kay 12,500
Caroline W. Nahas 2,000
Gilbert T. Ray 2,000
Patrick W. Rose 17,500
Julia A. Stewart 289,701
John F. Tierney 23,758
Michael J. Archer 20,656
Jean M. Birch �
Bryan R. Adel �
Richard C. Celio �
All directors and executive officers as a group (15 persons) 410,615

(4)
The amount for Mr. Berk does not include 2,512,356 shares of the Company's Common Stock owned by MSD SBI, L.P. MSD
Capital, L.P. is the general partner of MSD SBI, L.P. and may be deemed to beneficially own securities owned by MSD SBI, L.P.
Mr. Berk is a partner of MSD Capital, L.P. and may be deemed to beneficially own securities owned by MSD Capital, L.P. Mr. Berk
disclaims beneficial ownership of the shares owned by MSD SBI, L.P. and MSD Capital, L.P.

(5)
The amount for Mr. Christie includes 7,700 shares of Common Stock held by the Christie Family Trust.

(6)
The amount for Mr. Dahl includes 16,200 shares of Common Stock held by the Richard J. Dahl Revocable Living Trust dated
January 20, 1995, of which Mr. Dahl serves as Trustee.

(7)
The amount for Mr. Gordon includes 37,700 shares of Common Stock held by the Mikel Gordon Trust dated January 29, 1988, of
which Mr. Gordon serves as Trustee.

(8)
The amount for Mr. Kay includes 12,644 shares of Common Stock held by the IRA Trustee for the benefit of Mr. Kay.

(9)
The amount for Ms. Stewart includes 89,502 shares of Common Stock held by the Julia Stewart Trust of which Ms. Stewart is sole
Trustee and sole beneficiary, and 563 shares of Common Stock held in the DineEquity, Inc. 401(k) plan.

 SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires that the Company's directors, executive officers and persons who own more than ten percent of the
Company's equity securities file reports of ownership and changes in ownership with the SEC. Based on its review of such reports and other
information furnished by the directors and executive officers, the Company believes that all reports required to be filed pursuant to Section 16(a)
of the Exchange Act were filed on a timely basis in 2010, except that one late Form 4 was filed with the SEC for Mr. Greggory Kalvin on
August 12, 2010 to report shares withheld by the Company to cover withholding taxes payable upon vesting of restricted stock.
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 COMPENSATION DISCUSSION AND ANALYSIS

In the paragraphs that follow, we provide an overview and analysis of our compensation program and policies, the material compensation
decisions we have made under those programs and policies with respect to our named executive officers (the "NEOs"), and the material factors
that we considered in making those decisions. Following this Compensation Discussion and Analysis (the "CD&A") under the heading
"Executive Compensation," is a series of tables containing specific data about the compensation earned in 2010 by the following NEOs:

�
Chairman and Chief Executive Officer (the "CEO"), Ms. Julia A. Stewart;

�
Chief Financial Officer (the "CFO"), Mr. John F. Tierney;

�
President of the Applebee's Business Unit, Mr. Michael J. Archer;

�
President of the IHOP Business Unit, Ms. Jean M. Birch;

�
Senior Vice President, Legal, General Counsel and Secretary, Mr. Bryan R. Adel; and

�
Former Chief Restaurant Support Officer, Mr. Richard C. Celio.

Effective August 13, 2010, Mr. Celio retired as the Chief Restaurant Support Officer of the Company.

 Executive Summary

The Company's executive pay programs are designed to provide competitive pay opportunities for executives if they achieve the goals and
objectives upon which our incentive programs are based. The majority of executive pay for our NEOs comes through incentive-based pay. This
is conditional pay that can only be realized if the goals approved by the Compensation Committee are achieved. These goals attempt to balance
short-term and long-term performance horizons and to balance internal measures of performance with external indicators of stockholder value
creation.

To ensure that pay opportunities are competitive and appropriate, we engage in annual market benchmarking exercises. This benchmarking is
performed by the Compensation Committee's independent consultant who benchmarks total pay opportunities to a group of companies that
approximates the labor market for executive talent at the Company. Based on our benchmarking activities, we set salaries, bonus targets, and
long-term incentive opportunities for our executive team.

Our annual incentive plan rewards for achievement relative to EBITDA and individual performance objectives. These performance goals are
challenging in nature and were approved by the Compensation Committee of the Board. Our long-term incentives are provided through a
combination of stock options, restricted stock, and a cash long-term incentive plan (the "cash LTIP"). Stock options align our executives with
stockholders as they are only able to realize value through options after the stock price has appreciated and stockholders have experienced gains.
Our cash LTIP provides payout opportunities based on stockholder return relative to a comparable group of restaurant companies. Our restricted
stock program acts as a stockholder alignment and retention device as it vests only after three years of service is rendered to the Company. To
further reinforce the alignment between our executive team and our stockholders, each of the NEOs is subject to stock ownership guidelines.

The Company strives to design, operate and maintain compensation programs that are in the best interests of stockholders. To this end, we have
not engaged in stock option repricing, nor do we engage in back-dating or favorable market timing when issuing equity awards. We do not
provide excessive perquisites, nor do we provide tax gross-ups on perquisites or the vesting of equity awards. Current bonus and incentive
programs are entirely performance-based and have no guaranteed payments, and all plan-based payments are subject to maximum payout limits.
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 Company Performance

Fiscal 2010 was a successful year for the Company and its Applebee's and IHOP business units. During 2010, the Applebee's domestic
system-wide same-restaurant sales increased 0.3% compared to fiscal 2009. IHOP's domestic system-wide same-restaurant sales increased 1.1%
for the fourth quarter 2010 and were flat for fiscal 2010 as compared to fiscal 2009. Applebee's company-operated restaurant operating margin
improved to 14.8% for fiscal 2010 compared to 14.4% for fiscal 2009. On October 20, 2010, DineEquity successfully completed a refinancing
through a $950 million Senior Secured Credit Facility and $825 million of 9.50% Senior Unsecured Notes. The refinancing was accretive to
earnings based on a combined reduction of interest expense and non-deductible preferred dividends.

Our performance was a reflection of the strategic work being undertaken by our management teams at our Applebee's and IHOP business units,
as well as our shared services structure, as we execute against our long-term growth plans for our brands and our business. In addition to driving
positive momentum at the Applebee's business unit, we successfully refinanced our debt and sold a significant number of Applebee's
company-operated restaurants despite a difficult economic environment. Looking ahead, we see 2011 as a year when we will be relentlessly
focused on paying down debt and executing on our business strategies as our brands move forward with an integrated marketing, menu and
operations approach and an increasing number of remodeled restaurants that deliver unsurpassed guest experiences at both Applebee's and
IHOP.

 Overview of Executive Compensation Philosophy and Objectives

The Compensation Committee of the Board of Directors (the "Board") has a philosophy regarding compensation that is based on several
objectives, including:

�
Linking the interests of the NEOs with those of the Company's stockholders;

�
Instilling an ownership culture throughout the Company and the executive officer group;

�
Facilitating the attraction and retention of high caliber executive talent;

�
Paying for performance; and

�
Rewarding executives for achievement of both annual and longer-term Company financial and key operating goals.

The Compensation Committee has structured the Company's executive compensation programs to meet these objectives.

The executive compensation program consists of three main components:

�
Annual base salary;

�
Annual cash bonus; and

�
Long-term incentives, which took the form of stock options, restricted stock grants, and a cash LTIP.

The annual cash bonus and long-term incentives, in addition to annual merit increases, constitute the performance-based portion of the
compensation program. The NEOs' compensation for 2010 reflected the commitment of the Compensation Committee to linking compensation
with Company and individual performance.
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and for "total direct compensation," which the Compensation Committee defines to consist of base salaries, bonuses and long-term incentives. In
general, base salaries are targeted at the median of the peer group companies. Total direct
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compensation opportunity for each NEO is generally set to fall within the third quartile, which is to say between the 50th and 75th percentiles, of
the relevant benchmark data. Rather than striving for a single market reference point, the Compensation Committee believes that a broader, third
quartile positioning provides appropriate flexibility in providing tailored award opportunities based on a variety of factors such as performance,
experience level, internal equity and market data. A significant portion of executive pay has been structured to be contingent on satisfying
internal performance goals and increasing stockholder value. Accordingly, executives will not realize the incentive portion of their total pay
opportunity unless these objectives are satisfied. The Compensation Committee believes that this performance focus, coupled with the pay
positioning described above, will facilitate the attraction, retention and motivation of a quality executive team.

 Compensation Setting and Equity Grant Procedures

It has been the Compensation Committee's general practice to review executive compensation at least annually. Decisions about annual salary
increases, the approval of bonuses, the design of each year's bonus plan, and the granting of long-term incentive awards are made after a series
of meetings among the Compensation Committee, its compensation consultant, the CEO, and relevant members of management.

The general practice of the Compensation Committee has been to discuss the CEO compensation with the entire Board. As it relates to the
assessment of the CEO's performance, the chairs of the Compensation Committee, the Audit and Finance Committee, and the Nominating and
Corporate Governance Committee each spend time with the CEO to discuss annual performance goals and the CEO annual performance review.

Generally, the CEO and Senior Vice President, Human Resources provide input to the Compensation Committee in connection with its
compensation deliberations:

�
The CEO provided qualitative assessments of each NEO's past performance (other than herself), potential future
contributions, and retention risk.

�
Based on the assessment described above, as well as the market data provided by the Compensation Committee's
compensation consultant, the CEO and the Senior Vice President, Human Resources made recommendations to the
Compensation Committee regarding executive compensation for each of the NEOs (other than the CEO) relative to their
respective market data.

�
In instances where new executives are hired, the CEO and the Senior Vice President, Human Resources discussed the
executive's compensation with their current or former employer, actual versus desired skill set and qualifications, and the
relative pros and cons of various candidates being considered for the position, and made recommendations of new executive
pay packages to the Compensation Committee.

Compensation decisions are generally finalized at a meeting of the Compensation Committee held in the first quarter of each year. Subsequently,
the Compensation Committee's decisions are presented in detail to the full Board. In addition, the Compensation Committee may be called upon
from time to time to consider and approve compensation packages for new executives prior to hiring and to address other issues related to
executive compensation programs as they may arise.

 The Role of the Compensation Consultant

The Compensation Committee directly engaged Exequity LLP ("Exequity"), as independent outside compensation consultant, in 2010 to provide
it with objective and expert analyses, advice, and information with respect to executive compensation. Exequity provided no other services to the
Company during the year. In performing its services, Exequity interacted collaboratively with the
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Compensation Committee, and with senior management at the direction of the Compensation Committee. In 2010, Exequity performed the
following services:

�
Provided compensation benchmarking (as described below);

�
Provided analysis and advice regarding annual bonus plan design;

�
Provided analysis and advice regarding long-term incentive plan design; and

�
Responded to other ad-hoc requests.

Exequity did not make any recommendations as to any amount to be paid to any NEO or any form of compensation to be paid to any NEO.

 Compensation Benchmarking and Peer Groups

The Company uses different peer groups and studies for different benchmarking comparisons, including base salary levels, target annual
bonuses, and competitive long-term grants of equity-based compensation, as follows:

The Compensation Committee, with input from the compensation consultant and management, reviewed a peer group (the "NEO Peer Group")
for the purposes of evaluating executive compensation. The NEO Peer Group consists of the following companies:

�       Bob Evans Farms �       Cracker Barrel Old Country Store, Inc. �       Papa Johns International,
 Inc.

�       Brinker International, Inc. �       Darden Restaurants, Inc. �       Ruby Tuesday, Inc.
�       Burger King Holdings, Inc. �       Denny's Corp. �       Sonic Corp.
�       CBRL Group, Inc. �       Jack in the Box, Inc. �       Wendy's/Arby's

Group Inc.
�       Cheesecake Factory, Inc. �       Panera Bread Co.

This group of companies constitutes the primary data source considered by the Compensation Committee when reviewing total pay levels of the
NEOs.

As a secondary data source for the NEOs, and as the primary data source for executives below the NEO level, the Compensation Committee also
considered broader compensation data which included general industry pay data from the Mercer Benchmark Database (consisting of over 2,800
companies).

 Allocation of Compensation

Consistent with the objectives of linking executives' interests with those of the Company's stockholders and instilling an ownership culture
throughout the Company, a significant portion of total direct compensation for each of the NEOs was performance-based. This included annual
bonuses paid in cash, which measure near-term operational goals, and awards of stock options, which only have value if the stock price
appreciates over the grant price.

 Annual Base Salaries

In setting annual base salaries, the Compensation Committee generally considers benchmarking data derived from a review of the proxy
statement disclosures of the NEO Peer Group, the Mercer Benchmark Database, input from the compensation consultant and, in the case of the
NEOs other than Ms. Stewart, CEO recommendations and assessments of the performance of the individual NEOs.
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In 2010, the Compensation Committee made the following adjustments to annual base salaries:

�
Ms. Stewart's annual base salary was increased from $875,000 to $910,000.

�
Mr. Tierney's annual base salary was increased from $400,000 to $461,000.

�
Mr. Archer's annual base salary was increased from $550,000 to $566,500.
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�
Ms. Birch's annual base salary was increased from $435,000 to $447,688.

Mr. Tierney's annual base salary increase includes a $50,000 mid-year pay increase during 2010 to reflect increased responsibilities within the
Company.

 Performance-Based Compensation

 Annual Bonus

In February of 2010, the Compensation Committee established an incentive arrangement (the "Annual Incentive Plan") to reward officers whose
performance meets or exceeds the Company's expectations, to provide incentives for future excellent performance that will contribute to the
Company's success and profitability, and to serve as a means by which eligible participants may share in the Company's financial success. The
Annual Incentive Plan operates under the Company's stockholder approved 162(m) plan for NEOs which funds a bonus pool based on 30% of
cash flow from operations, and which limits individual payouts to no more than 7% of that pool.

Pursuant to the Annual Incentive Plan, the bonus amount for each of the NEOs is targeted as a percentage of salary based on the participant's
level in the management structure. At the CEO level, the target bonus for Ms. Stewart was set at 110% of her base salary. Other "Chief" level
officers and the business unit presidents' bonus targets were set at 75% of base salary. Accordingly, the bonus targets under the Annual Incentive
Plan for Messrs Tierney, Archer and Celio and Ms. Birch were set at 75% of base salary. The bonus target for Mr. Adel was set at 60% of base
salary. Decisions regarding the target bonus percentages were made in consultation with the compensation consultant and after consideration of
the studies and peer group data mentioned above. These target bonuses are generally consistent with bonus opportunities found at the peer
companies for similarly situated executives.

The Annual Incentive Plan provides that the bonus amount for 2010 for each executive other than Ms. Stewart would be based on a combination
of EBITDA performance and Individual Business Objectives ("IBOs"). Each executive's IBOs are intended to be challenging, measurable
objectives that are designed to significantly impact the Company's performance and are mutually agreed upon by the executive and his or her
supervisor. Ms. Stewart's bonus amount was based on DineEquity, Inc. EBITDA, with the Compensation Committee retaining the discretion to
adjust such amount up or down. The Compensation Committee made no such adjustment for 2010.

EBITDA performance was measured at both the DineEquity, Inc. and business unit levels. Other than Ms. Stewart, each NEO had 30% of his or
her bonus determined through IBOs, with the remaining 70% based on DineEquity, Inc. EBITDA, or DineEquity, Inc. and business unit
EBITDA, depending on the role of the NEO. The measurement of the 70% EBITDA component differed depending on the role of the NEO:

�
DineEquity, Inc. Executives�100% measured on DineEquity, Inc. EBITDA

�
Applebee's Executives�70% measured on Applebee's business unit EBITDA and 30% measured on DineEquity, Inc.
EBITDA

�
IHOP Executives�70% measured on IHOP business unit EBITDA and 30% measured on DineEquity, Inc. EBITDA
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The table below illustrates the EBITDA goals and actual achievements for DineEquity, Inc., Applebee's business unit and IHOP business unit:

DineEquity, Inc. Applebee's Business Unit IHOP Business Unit
2010 EBITDA Goal $ 357.7M $ 220.9M $ 157.2M
Actual 2010 EBITDA $ 351.6M $ 221.0M $ 151.7M
Percentage of Goal Achieved 98.3% 100.1% 96.5%
The Annual Incentive Plan was structured not to pay any bonus amounts for performance below 85% of budgeted EBITDA. At 85% of budgeted
EBITDA, 50% of target bonus would be earned. Between levels of 98% and 102% of budgeted EBITDA, 100% of target bonus would be
earned. For each percentage point at or above 102% budgeted EBITDA performance, an additional 10% of target bonus would be earned. Bonus
plan payouts are capped at 200% of an executive's bonus target.

The final bonus amount under the Annual Incentive Plan is determined by combining the results of the categories that each NEO was measured
against. As explained above, all executives were measured against DineEquity, Inc. performance, and some were measured against a
combination of DineEquity, Inc. performance and business unit performance. All NEOs, with the exception of the CEO, were also measured
against IBOs, which constituted 30% of each such executive's bonus. At the end of 2010, Ms. Stewart assessed the performance of each of the
NEOs against their respective IBOs and assigned a percentage level of performance (the "IBO Performance"). The IBOs measured the following
items:

�
Mr. Tierney's IBOs included goals related to achieving efficiencies in the financial processes of DineEquity, Inc. and
evaluating capital markets to opportunistically refinance Company debt.

�
Mr. Archer's IBOs included goals related to creating and implementing an international strategy and developing, leading and
implementing a brand revitalization plan for the Applebee's business unit. Additionally, Mr. Archer was evaluated on
objectives related to the transformation of the culture at the Applebee's business unit.

�
Ms. Birch's IBOs included goals related to validating non-traditional growth vehicles, optimizing domestic development, and
developing an expanded and accelerated international strategy for the IHOP business unit.

�
Mr. Adel's IBOs included goals related to establishing a reorganization of the Legal Department, refining the Legal
Department service delivery model, and establishing departmental budget criteria to effectively monitor and manage
Company shared services legal costs and department expenses.

�
Mr. Celio's IBOs included goals related to new business development initiatives, including establishing data center managed
services, streamlining the international service model, new brand concepts and non-traditional venue development.

Each of the NEOs, with the exception of Mr. Celio who retired as the Chief Restaurant Support Officer of the Company on August 13, 2010,
earned their full target with respect to the IBO portion of the Annual Incentive Plan.
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The amounts in the table below represent the bonuses paid to each of the NEOs pursuant to the Annual Incentive Plan for 2010.

Name

Bonus
Target

Percentage

Company
Performance
Weighting

Business Unit
Performance
Weighting

IBO
Performance
Weighting

Percentage
of Total
Bonus
Target
Achieved

Bonus
Paid($)

Julia A.
Stewart 110% 100%   0% 0%    100% 1,001,000
John F.
Tierney   75%   70%   0% 30%    100% 345,750
Michael J.
Archer   75%   49% 21% 30%    100% 424,875
Jean M.
Birch   75%   49% 21% 30% 84.57% 283,957
Bryan R.
Adel

  60%The compensation of our executive officers is reviewed and approved by the Compensation Committee (with
ratification of the CEO�s compensation by a majority of the independent directors on the Board). The
Compensation Committee analyzes all elements of compensation separately and in the aggregate. In addition to
evaluating our executives� contribution and performance in light of corporate financial and individual MBR
performance objectives, we also base our compensation decisions on market considerations. The Compensation
Committee benchmarks our cash and equity incentive compensation against programs available to employees in
comparable roles at peer companies.

The Compensation Committee has engaged the services of Radford, an Aon Consulting company, as an
independent compensation consultant. Radford assists the Compensation Committee in, among other things,
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
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Radford frequently 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.

In connection with its benchmarking efforts, the Compensation Committee considers data included in the Radford
Executive Compensation Survey for both High Technology companies and Defense and Aerospace companies
from which we may draw talent and also specific peer group data. The Compensation Committee annually
reviews the companies included in the peer group and adds or removes companies as necessary to ensure that the
peer group comparisons are meaningful. The following 16 companies were used by the Compensation Committee
in its determination of base salary and annual cash bonuses for fiscal year 2009: American Science and
Engineering, Inc.; Analogic Corporation; Anaren, Inc.; Argon ST, Inc.; Axsys Technologies, Inc.; Cognex
Corporation; DSP Group, Inc.; Ducommun Incorporated; Electro Scientific Industries, Inc.; EMS Technologies,
Inc.; Herley Industries, Inc.; MRV Communications, Inc.; MSC.Software Corporation; Radisys Corporation;
Stratasys, Inc.; and Symmetricom, Inc. During fiscal year 2009, Radford assisted us in defining an updated peer
group of companies. The following two companies were added to the updated peer group in February 2009:
IRobot Corporation and Vicor Corporation. Data with respect to the updated peer group was considered by the
Compensation Committee in determining equity award grants in July 2009. In selecting this peer group, the
Compensation Committee focused on company size (as indicated by revenue, number of employees, and market
capitalization) and on industries similar to Mercury�s target markets.

In particular, the Compensation Committee reviewed the following elements of compensation against the
benchmarking data:

� base salary;

� target bonus as a percentage of base salary;

� total target cash compensation;

� target long-term incentive compensation, which consists of equity awards; and

� actual long-term incentive compensation.
Each such element of compensation was compared to data from the Radford Executive Survey at the 25th, 50th,
and 75th  percentiles for public companies with revenue between $150 and $349.9 million.

The Radford survey data and peer group data, as applicable, were reviewed together to form a final market data
point. All forms of compensation were then evaluated relative to the market median. Individual compensation pay
levels may vary from this reference point based on individual performance and other considerations, including an
executive�s relative experience in a new position, the initial compensation levels required to attract qualified new
hires, and the compensation levels required to retain highly qualified executives.

The Compensation Committee evaluated the benchmarking data prior to the end of fiscal year 2008 in connection
with its determination of compensation levels for fiscal year 2009. The data from this benchmarking indicated
that base salary for our named executive officers was around the 50th to 75th percentile, except that Mr. Aslett�s
was at approximately the 75th percentile. The data from the benchmarking also indicated that target bonus as a
percentage of base salary for our named executive officers generally ranged from 5% below to 10% above the
50th percentile. Total target cash compensation for our named executive officers was also clustered
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around the 50th percentile, except that Mr. Aslett�s total target cash compensation was at approximately the 75th

percentile. The benchmarking data indicated that the target long-term incentive compensation for our named
executive officers was generally between the 50th and 75th percentiles.

We base our total compensation program not only on the application of corporate financial and individual MBR
performance considerations and competitive positioning against our peer group, but also through the application
of CEO and Compensation Committee judgment. Our Board of Directors reserves the right to determine payouts
under the portion of the CEO�s annual executive bonus tied to individual MBR performance objectives without
regard to previously-established goals if changes in Mercury�s business or strategy or other extenuating
circumstances warrant such decision in the Board�s judgment. The CEO is afforded similar discretion in
recommending bonus payouts tied to individual MBR performance objectives for our other executive officers.

Our Elements of Total Compensation

Our total compensation program consists of fixed elements, such as base salary and benefits, and variable
performance-based elements, such as annual and long-term incentives. Our fixed compensation elements are
designed to provide a stable source of income and financial security to our executives. Our variable
performance-based elements are designed to reward performance at three levels: (1) individual MBR
performance; (2) corporate financial performance compared to annual business goals; and (3) long-term
shareholder value creation.

We compensate our executives principally through base salary, performance-based annual incentives, and equity
awards. The objective of this three-part approach is to remain competitive with other companies in the same
market for executive talent, while ensuring that our executives are given the appropriate incentives to deliver
short-term results and at the same time create sustainable long-term shareholder value. The Compensation
Committee has chosen to put a substantial portion of each executive�s total target compensation at risk, contingent
upon the achievement of our annual operating plan, year-over-year revenue growth, and shareholder value
creation.

Base salaries, target bonuses, and equity awards for our executive officers (other than the CEO) are determined
by the Compensation Committee with input from the CEO. For the CEO, these elements of compensation are set
by the Compensation Committee, and are subject to ratification by a majority of independent directors on the
Board.

Base Salary

In general, the Compensation Committee targets base salaries at levels that it believes are, on average, consistent
with the median rate paid for equivalent positions by our peers. In addition, when the Compensation Committee
annually considers executive base salaries, it takes into account each executive�s role and level of responsibility.
In general, executives with the highest level and amount of responsibility have the highest percentage of their
total target compensation at risk.

For fiscal year 2009, we made no changes in the base salaries for our named executive officers. Holding base
salaries at prior-year levels was consistent with market conditions during fiscal year 2009.
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Annual Executive Bonus Program

Our annual executive bonus program is one of the variable performance-based elements of our overall
compensation program. This bonus program provides the potential for additional cash compensation for our
executive officers based on achieving the corporate financial and, where applicable, business unit goals contained
in the annual operating plan that is approved by our Board of Directors around the beginning of the fiscal year, as
well as individual MBR performance goals. This program consists of two elements: (1) target bonuses; and
(2) over-achievement awards. Each executive officer�s target bonus is determined based on position,
responsibilities, and total target cash compensation, and may be subject to change from year to year. In addition,
each executive officer�s over-achievement award is determined based on actual operating income exceeding
budgeted operating income for the fiscal year. Actual operating income, as used in the annual executive bonus
program, is a non-GAAP measure and all references to actual operating income in this Compensation Discussion
and Analysis refer to such non-GAAP measure. We calculate actual operating income by excluding from GAAP
operating income the impact of: stock-based compensation expense; amortization of acquired intangible assets;
in-process research and development expenses; impairment of goodwill and long-lived assets; restructuring
charges; sales of long-lived assets; inventory writedowns; tax valuation allowances; and the difference between
GAAP and non-GAAP tax benefits.

The following table indicates for fiscal year 2009: (1) the target bonus for each named executive officer as a
percentage of his base salary; (2) the percentage of the target bonus tied to corporate financial performance
objectives; and (3) the percentage of the target bonus tied to individual MBR performance objectives.

Named Executive Officer

Fiscal Year 2009

Target Bonus as

a Percentage of
Base Salary

Portion
Related to Corporate
Financial Performance

Objectives

Portion Related to

Individual MBR

Performance
Objectives

Mark Aslett 100% 75% 25% 
Robert E. Hult 60 75 25
Karl D. Noone 40 75 25
Craig A. Saline 50 75 25
Didier M.C. Thibaud 60 75 25
For all of our named executive officers, we allocate a majority of their bonus potential to the achievement of
overall corporate financial performance objectives, which are based on the achievement of revenue and operating
income targets in the operating plan for the fiscal year. For fiscal year 2009, the corporate revenue target for
continuing operations was $187.1 million and the operating income target was $16.5 million.
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Corporate Financial Performance Objectives

The corporate financial performance portion of the annual executive bonus program would become payable only
if our operating income was $16.5 million. Assuming this performance measure was achieved, payout of the
corporate performance bonus began when a threshold of 80% of the revenue target was achieved, at which point
60% of the portion of the corporate financial performance bonus tied to that objective was earned. The amount
payable with respect to the particular revenue target increased in relation to revenue performance as set forth in
the following table:

Percentage of

Fiscal Year 2009

Revenue Target

Attainted

Percentage to be Paid for

Corporate Financial

Performance Element of

Target Bonus
     80%      60%
  90   70
100   80
106 100

The Compensation Committee reserves the right to vary from year to year the percentages of the target corporate
bonus earned upon achievement of the threshold, target, and maximum revenue objectives.

The threshold targets for the corporate financial performance portion of the annual executive bonus program for
fiscal year 2009 were met as follows:

� fiscal year 2009 actual operating income was $17.8 million, satisfying the $16.5 million target and
allowing the corporate financial performance element of the annual bonuses to be paid; and

� fiscal year 2009 revenue was $188.9, satisfying the $187.1 million target at 100% and yielding a payout
of the corporate financial performance element of the annual bonus at 80% for each named executive
officer.

Individual MBR Performance Objectives

Individual MBR performance objectives for our executive officers (other than the CEO) are initially established
by our CEO after consultation with the affected executive officers and reviewed and approved by the
Compensation Committee. These individual MBR performance objectives are intended to focus the executive�s
actions for the following fiscal year in line with our operating plan. At the end of the fiscal year, the CEO
measures individual achievement for an executive officer by comparing actual performance of the executive to
the previously established goals. The CEO is permitted to change an executive officer�s individual MBR
performance objectives, or recommend a payout without regard to previously-established goals, if changes in
Mercury�s business or strategy or other extenuating circumstances warrant such decision in the CEO�s judgment.
At the end of the fiscal year, the CEO reports to the Compensation Committee on the executive officers�
achievement of individual MBR performance objectives, and the Compensation Committee reviews and approves
the payout of the individual MBR performance objective bonuses to our executive officers (other than the CEO),
based on the CEO�s recommendation.

Individual MBR performance objectives for our CEO are established by the independent directors on the Board
of Directors upon the recommendation of the Compensation Committee. At the end of the fiscal year, all of the
independent directors evaluate the CEO�s performance in light of the previously-established goals, and
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based on that review, the Compensation Committee approves the payout of the CEO�s individual MBR
performance objective bonus, which is subject to ratification by a majority of the independent directors on our
Board.

Set forth below are the specific individual MBR performance objectives for our named executive officers for
fiscal year 2009.

Mark Aslett.    The individual MBR performance objectives for Mr. Aslett established by the independent
directors on the Board of Directors, upon the recommendation of the Compensation Committee, were as follows:

� develop an operating plan for fiscal year 2010 that returns Mercury�s combined Advanced Computing
Solutions (�ACS�) and Mercury Federal Systems (�MFS�) operations to growth (25% of individual MBR
bonus potential);

� validate the Converged Sensor Network architecture value proposition through product and customer
inputs (25% of individual MBR bonus potential);

� meet MFS budget and establish a structure to maintain MFS as a separate business (25% of individual
MBR bonus potential); and

� ensure organizational and talent development (25% of individual MBR bonus potential).
Robert E. Hult.    The individual MBR performance objectives for Mr. Hult approved by the Compensation
Committee, upon the recommendation of the CEO, were as follows:

� generate cash from operations in line with $19 million operating cash budget (adjusted to $15 million
net of divested businesses) and $8.1 million free cash budget (20% of individual MBR bonus potential);

� create shareholder value through investor outreach program, maintaining and attracting new institutional
investors, and attracting sell-side analyst coverage (20% of individual MBR bonus potential);

� rationalize Mercury�s business portfolio by selling the Biotech, Visage Imaging, and Visualization
Sciences Group business units (20% of individual MBR bonus potential);

� achieve fiscal year 2009 financial budget with $187.1 million of revenue and $16.5 million of operating
income (20% of individual MBR bonus potential); and

� develop and align the finance organization to position finance for fiscal year 2010 focused on supporting
ACS and MFS business units (20% of individual MBR bonus potential).

Karl D. Noone.    The individual MBR performance objectives for Mr. Noone approved by the Compensation
Committee, upon the recommendation of the CEO, were as follows:
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� deliver fiscal year 2009 budgeted operating cash flow of $19 million (adjusted to $15 million net of
divested businesses) (10% of individual MBR bonus potential);

� re-align responsibilities between ACS finance and corporate finance to fit new structure with only ACS
and MFS business units and upgrade talent in finance organization (25% of individual MBR bonus
potential);
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� provide accounting and finance support for the divestitures of the Biotech, Visage Imaging, and
Visualization Sciences Group business units (20% of individual MBR bonus potential);

� improve communication and training around key accounting issues and automate deferred revenue
tracking, recognition, and forecasting process (25% of individual MBR bonus potential); and

� increase efficiency in Sarbanes-Oxley 404 compliance and develop an internal audit function to broaden
beyond Sarbanes-Oxley compliance (20% of individual MBR bonus potential).

Craig A. Saline.    The individual MBR performance objectives for Mr. Saline approved by the Compensation
Committee, upon the recommendation of the CEO, were as follows:

� communicate consistent message of Mercury strategy (20% of individual MBR bonus potential);

� align fiscal year 2009 individual employee and manager goals with Mercury objectives (20% of
individual MBR bonus potential);

� develop middle management based on identified priority functions (20% of individual MBR bonus
potential);

� develop workforce to address technical skill needs (20% of individual MBR bonus potential); and

� manage performance through performance reviews and salary planning (20% of individual MBR bonus
potential).

Didier M.C. Thibaud.    The individual MBR performance objectives for Mr. Thibaud approved by the
Compensation Committee, upon the recommendation of the CEO, were as follows:

� achieve ACS business model per plan with $190 million of bookings, $185 million of revenue, and 10%
non-GAAP ACS profit (30% of individual MBR bonus potential);

� increase operating cash flow through improved inventory management, meeting linear revenue goal, and
targeted gross margins, and reductions in cost of goods sold (20% of individual MBR bonus potential);

� market Converged Sensor Network architecture business vision (10% of individual MBR bonus
potential);

� leverage refreshed product portfolio with increased speed of delivery of new products (20% of
individual MBR bonus potential);
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� maximize ACS defense full growth potential with design wins, extending into current platforms,
penetrating new accounts, and developing a new market through business development (10% of
individual MBR bonus potential); and

� improve organization capabilities and culture (10% of individual MBR bonus potential).
Our named executive officers satisfied their individual MBR performance objectives as follows: Mr. Aslett, 98%;
Mr. Hult, 98%; Mr. Noone, 93%; Mr. Saline, 96%; and Mr. Thibaud, 96%. MBR objective satisfaction at less
than 100% reflected that some individual MBRs were not achieved in full. Individual MBR payments for fiscal
year 2009 were paid at 80% (the same percentage as for the payout of the corporate financial performance
bonuses) of the individual�s MBR objective satisfaction (for example, 98% in the case of Mr. Aslett) multiplied by
the individual�s MBR target bonus. The Compensation Committee set the fiscal year 2009 MBR awards to
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pay out at the 80% level if 100% MBR performance was achieved since Mercury had been in a loss position in
recent years and the committee did not want to have 100% MBR payouts until Mercury returned to consistent
profitability.

Over-Achievement Awards

Each executive officer�s over-achievement award for fiscal year 2009 was based on the executive�s share of the
over-achievement award pool. The size of the over-achievement award pool is determined based on the amount
by which actual operating income exceeded budgeted operating income. For fiscal year 2009, actual operating
income exceeded budgeted operating income. The fiscal year 2009 over-achievement award pool was 15% of the
excess of actual operating income over budgeted operating income, and the named executive officers received the
following percentages of the over-achievement award pool: Mr. Aslett, 28%; Mr. Hult, 10%; Mr. Noone, 5%;
Mr. Saline, 6%; and Mr. Thibaud, 9%. The balance of the pool was shared by seven other members of senior
management.

An individual executive�s over-achievement award is subject to a cap that limits the award to no more than the
total target bonus for corporate financial and MBR performance objectives for such executive. In fiscal year
2009, executives earned over-achievement awards that were equal to approximately 10% of the cap on
over-achievement awards.

Annual Executive Bonus Program for Fiscal Year 2010

For fiscal year 2010, the Compensation Committee has approved new annual executive bonus program
documents: (1) an annual executive bonus plan�corporate financial performance, a new plan subject to shareholder
approval and designed to comply with Section 162(m) of the Code, and (2) an annual executive bonus
plan�individual performance, a new plan designed to reward the achievement of individual MBR performance
objectives. See Proposal 4: Approval of Annual Executive Bonus Plan�Corporate Financial Performance for
additional information regarding the new corporate performance plan.

For fiscal year 2010, the target bonus as a percentage of base salary for the CEO under the annual executive
bonus program will be 100%; for Senior Vice Presidents will be 50 to 60%; and for Vice Presidents will be 35 to
50%. Also, for fiscal year 2010, the bonus components for our executive officers will be 75% for corporate
financial performance objectives and 25% for individual MBR performance objectives. The over-achievement
award pool for fiscal year 2010 will be 25% of the amount, if any, by which actual operating income exceeds
budgeted operating income. The size of the over-achievement award pool was increased from 15% to 25% to
provide our executive officers with an enhanced incentive to grow fiscal year 2010 actual operating income over
our fiscal year 2010 budgeted operating income.

Equity Compensation

We believe that compensation in the form of Mercury stock should be a significant portion of our executive
officers� total compensation. Equity compensation creates a unique link between the creation of shareholder value
and an executive�s long-term wealth accumulation opportunity. Our 2005 Plan allows for several types of equity
instruments, including stock options, stock appreciation rights, restricted stock and deferred stock awards. The
Compensation Committee determines which instruments to use on a grant-by-grant basis. When approving equity
awards for an executive officer, the Compensation Committee considers the executive�s current
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contribution to Mercury, the anticipated contribution to meeting Mercury�s long-term strategic performance goals,
and industry practices and norms. Long-term incentives granted in prior years, existing levels of stock ownership
by executive officers, and aggregate grants to all executive officers are also taken into consideration.

In considering the executive�s current contribution to Mercury, the Compensation Committee reviews the
executive�s role within Mercury, the contribution that the executive is currently making to Mercury, the results
achieved by the executive, and input from the CEO with respect to executive officers other than the CEO. In
general, executives with higher levels and amounts of responsibility receive larger equity awards. As a result, the
CEO, CFO, and business unit leaders tend to have larger equity awards than our other executive officers.

In terms of the executive�s anticipated contribution to meeting long-term strategic performance goals, the
Compensation Committee reviews the potential role of the executive in achieving the long-term strategic goals set
forth in our strategic operating plan, again with input from the CEO with respect to executive officers other than
the CEO. The Compensation Committee considers the incentive and retention value that equity awards may
provide.

Finally, the Compensation Committee reviews proposed equity awards to executive officers against
benchmarking and peer group data. The Compensation Committee believes that equity awards create an incentive
in addition to the annual executive bonus program in order to attract and retain senior executives who would
contribute to our future success. As a result, the Compensation Committee intends for equity awards to executive
officers as part of their long-term incentive compensation to generally be in line with industry practices and
norms, both in terms of the type of equity award (e.g., stock options versus restricted stock) and the amount of the
award.

The Compensation Committee has adopted an equity compensation awards policy that describes how equity
awards are granted. Awards are granted by the Compensation Committee, subject to the following:

� any award granted to the CEO is subject to ratification by a majority of the independent directors on the
Board; and

� the Compensation Committee may delegate to the CEO the authority to grant awards to other employees
(other than our executive officers or other persons deemed to be �covered employees� within the meaning
of Section 162(m) of the Code), subject to guidelines that are included in any such delegation.

The equity compensation awards policy provides pre-established monthly grant dates for new hires, as well as
quarterly grant dates. New-hire grants are made with an effective date of the 15th of each month following the
date of hire, or if not a business day, the next succeeding business day. Quarterly grants are made with an
effective date of the 15th of February, May, August, or November, or if not a business day, then the next
succeeding business day. Awards are made on these pre-established dates regardless of whether the
Compensation Committee, the Board, or the CEO is then in possession of material, non-public information. This
policy is not intended to time the grant of equity awards in coordination with such information.

Under the equity compensation awards policy, the Compensation Committee may also grant equity awards
having an effective date other than a pre-established new-hire or quarterly grant date if the committee determines
in good faith that such award is advisable and in the best interests of Mercury and so long as the committee
believes, in good faith, that neither the members of the committee nor the grantee is then in possession of
material, non-public information concerning Mercury. Grants are made by the Compensation Committee only at
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a meeting of the committee, which must occur on or prior to (but not after) the grant date applicable to such
awards. Grants to the CEO are ratified by the independent directors only at a meeting of the Board, which must
occur on or prior to (but not after) the grant date applicable to such award. Grants made by the CEO pursuant to
delegated authority are evidenced by a grant document that must be signed and dated by the CEO on or prior to
(but not after) the grant date applicable to such awards.

On August 21, 2008, we granted a stock option award to Mr. Aslett to purchase 175,000 shares of our common
stock, consisting of an annual grant of 75,000 option shares and an incremental grant of 100,000 option shares.
The Compensation Committee recommended, and the independent directors approved, the incremental grant to
Mr. Aslett for incentive and retention purposes. Other than the grant to Mr. Aslett on August 21, 2008, our named
executive officers did not receive any equity grants during fiscal year 2009 since they received equity grants
during June 2008 (fiscal year 2008).

Subsequent to fiscal year 2009, effective August 17, 2009, we granted restricted stock awards to each of our
named executive officers (other than Mr. Noone who departed Mercury on September 4, 2009). The grants to our
named executive officers effective August 17, 2009 were: Mr. Aslett, 120,000 restricted shares; Mr. Hult, 42,000
restricted shares; Mr. Saline, 12,000 restricted shares; and Mr. Thibaud, 92,500 restricted shares. Since these
awards occurred during fiscal year 2010, they are not reflected in the Outstanding Equity Awards at Fiscal
Year-End Table for fiscal year 2009 included in this proxy statement. These grants were made based on the
Compensation Committee�s assessment of both competitive annual grant levels and its determination of retention
needs reflected by the pre-existing unvested long-term incentive awards previously granted to the executives.

Employee Benefits

We offer employee benefit programs that are intended to provide financial protection and security for our
employees and to reward them for the total commitment we expect from them in service to Mercury. All of our
named executive officers are eligible to participate in these programs on the same basis as our other employees.
These benefits include the following: (1) medical, dental, and vision insurance, with employees sharing a
percentage of the cost that may be adjusted from year to year; (2) company-paid group life and accident insurance
of one times base salary (up to $350,000); (3) employee-paid supplemental group life and accident insurance up
to five times base salary (up to $400,000); (4) short- and long-term disability insurance; (5) a qualified 401(k)
retirement savings plan with a 50% company match up to 6% of base pay; and (6) an employee stock purchase
plan, which entitles participants to purchase our common stock at a 15% discount.

Perquisites and Personal Benefits

We provide our executive officers with up to $2,000 annually for personal tax and financial planning services.

Relocation Package

Pursuant to an agreement executed during fiscal year 2008, we provided Mr. Thibaud with certain benefits in
connection with his relocation to the United States from France. During fiscal year 2009, we reimbursed
Mr. Thibaud for relocation costs, rental housing, living expenses, and home purchase expenses for purchasing a
home in the United States. Mr. Thibaud also received a �gross-up� payment to cover the related tax obligations
arising from these reimbursements. The total relocation expenses, including the tax gross-up, during fiscal year
2009 were $104,630 and are discussed in the footnotes to the Summary Compensation Table.
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Severance Package

We agreed to provide Mr. Noone with certain benefits in connection with the elimination of his position with
Mercury, effective September 4, 2009. As severance, we agreed to provide Mr. Noone with 26 weeks of salary
continuation, pay a portion of COBRA premiums, and pay for six months of outplacement services. We accrued
$129,000 in severance costs during fiscal year 2009 related to Mr. Noone�s departure.

Deferred Compensation Plan

Effective as of December 31, 2008, we terminated our deferred compensation plan. None of our named executive
officers participated in, or held an account in, the deferred compensation plan during fiscal year 2009. We
decided to terminate the plan because we believe it was no longer a cost-effective benefit for our executives.

Employment and Severance Agreements

While we do not generally enter into contractual commitments with our executive officers regarding their
compensation, we do recognize that there are circumstances in which it is in the best interests of Mercury and our
shareholders to do so. In this regard, we have entered into employment agreements with Mr. Aslett and Mr. Hult
and a severance agreement with Mr. Thibaud, each as described below. The Compensation Committee consulted
with Radford regarding the market parameters of similar compensation arrangements for executive officers in
connection with entering into these agreements.

We entered into an employment agreement with Mr. Aslett in connection with his appointment as CEO in
November 2007. Given the highly competitive market for executive talent, we believe that it was appropriate to
enter into this agreement with Mr. Aslett in order to induce him to join our company. The agreement is intended
to provide Mr. Aslett with certainty regarding his compensation so that he can attend to his assigned duties
without distraction, while also allowing us flexibility to design a compensation program for Mr. Aslett based on
our �pay-for-performance� philosophy. The agreement provides for an 18-month term, with one-year renewal
periods. The employment agreement provides that Mr. Aslett will receive an initial annual base salary of
$500,000 (subject to annual review by the Board), and that he will be eligible to participate in our annual
executive bonus program in an amount determined by the Board. The employment agreement also provides for
termination and severance benefits in the case of a termination of Mr. Aslett�s employment by us without �cause� or
by Mr. Aslett for �good reason.�

We also entered into an employment agreement with Mr. Hult in March 2007, in connection with his notice to us
that he intended to retire from the company. The employment agreement was amended in September 2007 upon
deferral of Mr. Hult�s previously announced retirement date, and then subsequently amended in December 2007
upon Mr. Hult�s decision to postpone his retirement and remain an employee of Mercury. We believe that it was
appropriate to enter into the agreement with Mr. Hult to secure his services both in anticipation of his potential
retirement and following his retirement, given the highly competitive market for executive talent and the benefit
to Mercury of continuity in the CFO role and an orderly post-retirement transition. The amended agreement
provides that if Mr. Hult elects to retire prior to December 14, 2009, and is willing to provide consulting services
to Mercury, then he will be entitled to consulting fees in an aggregate amount equal to 50% of his base salary and
the continued vesting of certain restricted stock awards in accordance with their original vesting schedules. In
addition, the amended agreement also provides for partial accelerated vesting on Mr. Hult�s retirement date of a
previous stock option award, and termination and severance benefits in the case of a termination of his
employment by us without �cause.�
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In addition, we entered into a severance agreement with Mr. Thibaud in connection with his relocation to the
United States. We believe that it was appropriate to enter into this agreement with Mr. Thibaud in order to
provide him with certainty regarding his position so that he can attend to his assigned duties without distraction.
Under the agreement, if at any time prior to July 1, 2013, we terminate Mr. Thibaud�s employment without �cause�
or Mr. Thibaud terminates his employment for �good reason,� then we will pay Mr. Thibaud a severance amount
equal to one times his annual base salary. In such event, we also will pay for certain insurance benefits,
outplacement services and relocation expenses of Mr. Thibaud.

For more details, please refer to �Agreements with Named Executive Officers.�

Change in Control Severance Agreements

We recognize that Mercury, as a publicly traded company, may become the target of a proposal which could
result in a change in control, and that such possibility and the uncertainty and questions which such a proposal
may raise among management could cause our executive officers to leave or could distract them in the
performance of their duties, to the detriment of Mercury and our shareholders. During fiscal year 2009, our
named executive officers had agreements designed to protect them against the loss of their positions and the loss
of anticipated benefits under their unvested equity compensation awards following a change in control of
Mercury. The agreements are intended to reinforce and encourage the continued attention of our executive
officers to their assigned duties without distraction and to ensure the continued availability to Mercury of each of
our executive officers in the event of a proposed change in control transaction. We believe that these objectives
are in the best interests of Mercury and our shareholders. Provisions of these agreements relating to termination
and change in control are summarized under �Potential Payments to Named Executive Officers upon Termination
of Employment Following a Change in Control � Fiscal Year 2009.�

As part of our normal review cycle, we are currently in the process of entering into new forms of change in
control severance agreements with our Chief Executive Officer and other executive officers. The new agreements
will be effective on September 30, 2009. Provisions of the new form of agreements relating to termination and
change in control are summarized under �Potential Payments to Named Executive Officers upon Termination of
Employment Following a Change in Control � Fiscal Year 2010.�

Tax Deductibility of Compensation

Section 162(m) of the Code limits the deduction a public company is permitted for compensation paid to the CEO
and to the three most highly compensated executive officers other than the CEO and CFO. Generally, amounts
paid in excess of $1,000,000 to a covered executive cannot be deducted, unless the compensation is paid pursuant
to a plan which is performance related, is non-discretionary, and has been approved by our shareholders. In its
deliberations, the Compensation Committee considers ways to maximize deductibility of executive compensation,
but, other than as discussed below, retains the discretion to compensate executive officers at levels the
Compensation Committee considers commensurate with their responsibilities and achievements. For fiscal year
2010, the Compensation Committee adopted a new annual executive bonus plan � corporate financial performance
that is subject to shareholder approval and is designed to be Section 162(m) compliant. As such, payments under
the new plan, which are based on the achievement of objective corporate financial targets, should be excluded
from the $1,000,000 limitation under Section 162(m).
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How were the executive officers compensated for fiscal years 2007, 2008, and 2009?

The following table sets forth all compensation paid to our chief executive officer, our chief financial officer, and
each of our other three most highly compensated executive officers, who are collectively referred to as the �named
executive officers,� for the last three fiscal years.

Summary Compensation Table

Name and Principal Position Year Salary Bonus(1)
Stock

Awards(2)
Option

Awards(3)

Non-Equity
Incentive
Plan

Compensation(4)
All Other

Compensation(5) Total
Mark Aslett 2009 $ 500,000 $ �  $ 403,721 $ 444,615 $ 451,443 $ 13,104 $ 1,812,883
President and

Chief Executive Officer (6)

2008 306,692 �  245,551 169,112 233,333 3,846 958,534

Robert E. Hult 2009 290,000 �  142,285 300,842 157,276 7,597 898,000
Senior Vice President, 2008 273,846 58,583 167,295 564,195 58,000 8,409 1,130,328
Chief Financial Officer, and
Treasurer

2007 260,000 �  137,876 666,031 52,000 7,826 1,123,733

Karl D. Noone 2009 240,000 �  �  39,036 85,861 136,296 501,193
Vice President, Controller
(7)

Craig A. Saline 2009 200,000 �  119,229 31,183 89,989 8,210 448,611
Senior Vice President,
Human Resources

Didier M.C. Thibaud 2009 310,904 �  188,323 306,939 153,880 105,931 1,065,977
Senior Vice President and 2008 309,195 19,191 216,332 375,166 99,750 70,255 1,089,889
General Manager, Advanced
Computing Solutions (8)

2007 278,988 �  146,233 386,666 50,000 48,116 910,003

(1) The amounts in this column reflect payments from our fiscal year 2008 special, one-time discretionary bonus
pool.

(2) This column represents the dollar amount we recognize for financial statement reporting purposes with respect
to restricted stock awards in accordance with FAS 123R, disregarding the estimate for forfeitures, and thus
includes amounts for restricted stock awards granted in the specified fiscal year as well as prior years.
Additional information can be found in Note C to the consolidated financial statements included in our annual
report on Form 10-K for the fiscal year ended June 30, 2009.

(3) This column represents the dollar amount we recognize for financial statement reporting purposes with respect
to stock option awards in accordance with FAS 123R, disregarding the estimate for forfeitures, and thus
includes amounts for stock option awards granted in the specified fiscal year as well as prior years. Additional
information can be found in Note C to the consolidated financial statements included in our annual report on
Form 10-K for the fiscal year ended June 30, 2009.

(4) The amounts in this column reflect payments under our annual executive bonus program.
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(5) The table below shows the components of this column for fiscal year 2009:

Name

401(k) Plan
Matching

Contribution (a)
Severance
Benefits (b)

Perquisites and
Other Personal
Benefits (c)

Total
All Other

Compensation
Mark Aslett $ 10,254 $ �  $ 2,850 $ 13,104
Robert E. Hult 6,712 �  885 7,597
Karl D. Noone 7,296 129,000 �  136,296
Craig A. Saline 6,750 �  1,460 8,210
Didier M.C. Thibaud �  �  105,931 105,931

(a) The amounts in this column represent our matching contributions allocated to each of the named
executive officers who participates in our 401(k) retirement savings plan. All such matching contributions
were fully vested upon contribution.

(b) The amount in this column represents accrued payments for the 26-week salary continuation, COBRA
payments, and outplacement services to be provided to Mr. Noone in connection with his departure from
Mercury.

(c) The amounts in this column include payments we made to or on behalf of the named executive officers
for: (1) in the case of Messrs. Aslett, Hult, Saline, and Thibaud, personal tax and financial planning (for
Mr. Aslett, his tax preparation reimbursement was greater than the $2,000 annual limit since the fees
related to the preparation of his 2007 and 2008 tax returns); and (2) in the case of Mr. Thibaud, the
reimbursement of relocation costs, including leased automobiles, in connection with his relocation to the
United States from France ($64,923), plus a tax gross-up ($39,707) for taxes related to the reimbursement
of his relocation costs.

(6) Mr. Aslett was appointed President and Chief Executive Officer on November 19, 2007.
(7) Mr. Noone departed Mercury on September 4, 2009.
(8) A portion of Mr. Thibaud�s salary in fiscal 2007, 2008, and 2009 was paid in Euros, which was attributable to

his employment by our French subsidiary during all of fiscal years 2007 and 2008 and for a portion of fiscal
year 2009. Mr. Thibaud also received additional monthly payments in Euros for his services as president of
our French subsidiary, which payments are included in the salary column. The Euro portion of Mr. Thibaud�s
salary and the additional payments for serving as president of our French subsidiary were paid monthly, and
the salary column reflects the conversion of each monthly payment from Euros into U.S. Dollars (USD) based
on the average conversion rate between Euros and USD for such month. Amounts in the �All Other
Compensation� column attributable to payments related to a company-provided leased automobile are treated
in the same manner as salary. The amounts in the �Bonus� and �Non-Equity Incentive Plan Compensation�
columns were paid in USD.
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Grants of Plan-Based Awards

The following table shows all awards granted to each of the named executive officers during the last fiscal year.

Grants of Plan-Based Awards�Fiscal Year 2009

Grant Date

Estimated Possible Payouts

Under Non-Equity
Incentive Plan Awards All Other Stock

Awards:

Number of

Shares of Stock
or Units (#)

All Other

Option

Awards:

Number of

Securities

Underlying
Options (#)

Exercise
or
Base
Price
of

Option
Awards
($/sh)

Grant Date
Fair
Value
of Stock

and Option
Awards
(1)Name Threshold ($) Target ($) Maximum ($)

Mark
Aslett 8/21/08(2) �  175,000 $ 8.26 $ 777,508

(3) 225,000 300,000 375,000 �  �  �  �  
(4) �  100,000 100,000 �  �  �  �  
(5) �  �  500,000 �  �  �  �  

Robert E.
Hult (3) 78,300 104,400 130,500 �  �  �  �  

(4) �  34,800 34,800 �  �  �  �  
(5) �  �  174,000 �  �  �  �  

Karl D.
Noone (3) 43,200 57,600 72,000 �  �  �  �  

(4) �  19,200 19,200 �  �  �  �  
(5) �  �  96,000 �  �  �  �  

Craig A.
Saline (3) 45,000 60,000 75,000 �  �  �  �  

(4) �  20,000 20,000 �  �  �  �  
(5) �  �  100,000 �  �  �  �  

Didier
M.C.
Thibaud (6) (3) 76,950 102,600 128,250 �  �  �  �  

(4) �  34,200 34,200 �  �  �  �  
(5) �  �  171,000 �  �  �  �  

(1) The amounts shown in this column have been calculated in accordance with FAS 123R. Additional
information can be found in Note C to the consolidated financial statements in our annual report on Form
10-K for the fiscal year ended June 30, 2009.

(2) This stock option award was granted under the 2005 Plan. The grant date fair value of the stock option award
has been calculated using the Black-Scholes option pricing model, based on the following assumptions:
(a) expected life of option equal to 5.5 years; (b) expected risk-free interest rate of 3.08%, which is equal to
the U.S. Treasury yield curve in effect at the time of grant for instruments with a similar expected life;
(c) expected stock volatility of 57%; and (d) expected dividend yield of 0%.
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(3) The amounts shown in these rows reflect the possible cash amounts that could have been earned under the
corporate financial performance portion of our annual executive bonus program for fiscal year 2009 upon
achievement of the threshold, target, and maximum performance objectives for that program. Payouts for
corporate financial performance for fiscal year 2009 were subject to the following payout formula:

Percentage of Revenue
Target Attained Percentage to be Paid for Bonus Threshold, Target, and Maximum

80% 60% Threshold
90 70 �  
100 80 Target
106 100 Maximum

The actual payouts for fiscal year 2009 are reflected in the column titled �Non-Equity Incentive Plan
Compensation� in the Summary Compensation Table.

(4) The amounts shown in these rows reflect the possible cash amounts that could have been earned under the
individual MBR performance portion of our annual executive bonus program for fiscal year 2009. For fiscal
year 2009, if a participant in the bonus plan achieved 100% of his MBR performance objectives, he would
receive a payout of 80% of his total MBR bonus. MBR bonus payouts for fiscal year 2009 were capped at
80% since we had experienced operating losses in recent years and a decision was made to limit MBR
bonuses until we returned to consistent profitability. The actual payouts for fiscal year 2009 are reflected in
the column titled �Non-Equity Incentive Plan Compensation� in the Summary Compensation Table.

(5) The amounts shown in these rows reflect the maximum cash amounts that could have been earned under the
over-achievement portion of our annual executive bonus program for fiscal year 2009. There are no
minimum or target payouts under the over-achievement portion of our bonus program, and the
over-achievement bonus pool is only funded for fiscal year 2009 based on 15% of the amount by which
actual operating income exceeded budgeted operating income. The actual payouts for fiscal year 2009 are
reflected in the column titled �Non-Equity Incentive Plan Compensation� in the Summary Compensation
Table.

(6) Mr. Thibaud�s threshold, target, and maximum performance targets under our annual executive bonus
program for fiscal year 2009 were based on a notional annual base salary of $285,000, and payments, if any,
would have been made in USD. As explained in note 8 to the Summary Compensation Table, a portion of
Mr. Thibaud�s salary is paid in Euros, and the amount of base salary reported in that table reflects fluctuations
in the conversion rate between Euros and USD. These fluctuations are not taken into consideration in
determining Mr. Thibaud�s target bonus or bonus payments.

Discussion of Summary Compensation and Grants of Plan-Based Awards Tables

Our executive compensation policies and practices, pursuant to which the compensation set forth in the Summary
Compensation Table and the Grants of Plan-Based Awards Table was paid or awarded, are described above under
�Compensation Discussion and Analysis.�

Our total compensation program consists of fixed elements, such as base salary and benefits, and variable
performance-based elements, such as annual incentives. The Summary Compensation Table sets forth the base
salary for each named executive officer, the value of any stock or option awards, payouts under our annual
executive bonus program (in the �Non-Equity Incentive Plan Compensation� column), and all other compensation
payable to the named executive officer.
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The potential payouts under our annual executive bonus program are set forth in the Grants of Plan-Based
Awards Table. The corporate financial performance portion and the individual MBR performance portion of our
annual executive bonus program are shown as separate line items as the threshold, target, and maximum amounts
differ. The threshold targets for the corporate financial performance portion of the annual executive bonus
program for fiscal year 2009 were met, and corporate financial performance bonuses were paid under the terms of
the program. For fiscal year 2009, actual operating income exceeded budgeted operating income. The fiscal year
2009 over-achievement award pool was 15% of the excess of actual operating income over budgeted operating
income, and the named executive officers received the following percentages of the over-achievement award
pool: Mr. Aslett, 28%; Mr. Hult, 10%; Mr. Noone, 5%; Mr. Saline, 6%; and Mr. Thibaud, 9%. In fiscal year
2009, executives earned over-achievement awards that were equal to approximately 10% of the cap on
over-achievement awards.

Mr. Aslett�s stock and option awards reflect the grants that were made to him upon joining Mercury and the grant
made to him on August 21, 2008.

Mr. Noone departed Mercury on September 4, 2009. His severance package is discussed in the �Compensation
Discussion and Analysis.�

Mr. Thibaud relocated to the United States from France and his relocation package is described in �Compensation
Discussion and Analysis.�
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Outstanding Equity Awards at 2009 Fiscal Year-End

The following table shows information on all outstanding stock options and unvested restricted stock awards held
by the named executive officers at the end of the last fiscal year. The table also shows the market value of
unvested restricted stock awards at the end of the last fiscal year. This represents the number of unvested
restricted shares at fiscal year-end, multiplied by the closing price ($9.25) of our common stock on the NASDAQ
Global Select Market on June 30, 2009, the last trading day of fiscal year 2009.

Outstanding Equity Awards at Fiscal Year-End 2009

Option Awards(1) Stock Awards(1)

Name

Number of

Securities

Underlying

Unexercised

Options (#)
Exercisable

Number of
Securities
Underlying
Unexercised
Options (#)
Unexercisable

Option
Exercise
Price
($)

Option
Expiration

Date

Number of Shares
or Units of Stock
That Have Not
Vested (#)

Market
Value

of Shares
or

Units of
Stock

That Have
Not Vested ($)

Mark Aslett 50,000 150,000(2) $ 14.14 11/21/2017 85,713(3) $ 792,845
175,000(4) 8.26 8/21/2015 �  �  

Robert E. Hult 100,000 �  28.00 2/23/2014 624(5) 5,772
62,000 �  16.36 6/1/2016 7,500(6) 69,375
6,250 6,250(7) 13.07 6/5/2017 2,381(9) 22,024
12,500 12,500(8) 15.10 12/14/2017 �  �  
7,000 21,000(10) 8.62 6/10/2015 �  �  

Karl D. Noone 10,000 30,000(10) 8.62 6/10/2015 �  �  
Craig A. Saline 5,000 5,000(7) 13.07 6/5/2017 388(5) 3,589

3,750 11,250(10) 8.62 6/10/2015 3,333(11) 30,830
1,904(9) 17,612

Didier M.C.
Thibaud 2,500 �  23.438 11/2/2009 524(5) 4,847

35,000 �  48.00 3/13/2010 7,500(6) 69,375
10,000 �  26.875 7/31/2010 5,714(9) 52,855
2,440 �  25.55 9/10/2011 �  �  
12,000 �  37.15 10/15/2011 �  �  
30,000 �  19.01 8/2/2012 �  �  
15,000 �  19.03 7/28/2013 �  �  
20,000 �  23.46 7/28/2014 �  �  
77,000 �  16.36 6/1/2016 �  �  
15,000 15,000(7) 13.07 6/5/2017 �  �  
7,750 23,250(10) 8.62 6/10/2015 �  �  

(1) All option and stock awards are subject to time-based vesting. Accordingly, there are no unearned option or
stock awards outstanding. Securities underlying options are shares of our common stock.

(2) These stock option awards vest in four equal installments on each of the first four anniversaries of the grant
date (November 21, 2007), contingent in each case on the executive remaining an employee as of each such
date.

(3) These restricted share awards vest in four equal installments on each of the first four anniversaries of the
grant date (November 21, 2007), contingent in each case on the executive remaining an employee as of each
such date.

50

Edgar Filing: DineEquity, Inc - Form DEF 14A

Table of Contents 61



Table of Contents

(4) These stock option awards vest in four equal installments on each of the first four anniversaries of the grant
date (August 21, 2008), contingent in each case on the executive remaining an employee as of each such
date.

(5) These restricted share awards vest in four equal installments on each of the first four anniversaries of the
grant date (August 12, 2005), contingent in each case on the executive remaining an employee as of each
such date.

(6) These restricted stock awards vest on the fourth anniversary of the grant date (August 12, 2005), contingent
in each case on the executive remaining an employee.

(7) These stock option awards vest in four equal installments on each of the first four anniversaries of the grant
date (June 5, 2007), contingent in each case on the executive remaining an employee as of each such date.

(8) These stock option awards vest in two equal installments on each of the first two anniversaries of the grant
date (December 14, 2007), contingent on Mr. Hult remaining an employee as of each such date.

(9) These restricted stock awards vest in three equal installments on each of the first three anniversaries of the
grant date (June 5, 2007), contingent in each case on the executive remaining an employee as of each such
date.

(10) These stock options awards vest in four equal installments on each of the first four anniversaries of the grant
date (June 10, 2008), contingent in each case on the executive remaining an employee as of each such date.

(11) This restricted stock award vested as to 2/3 of the covered shares on the second anniversary of the grant date
(September 11, 2006) and as to the remaining 1/3 of the covered shares on the third anniversary of the grant
date, contingent on the executive remaining an employee as of each such date.

Options Exercised and Stock Vested

The following table shows stock option exercises by the named executive officers during the last fiscal year,
including the aggregate value realized upon exercise. This represents the excess of the fair market value, at the
time of exercise, of the common stock acquired at exercise over the exercise price of the options. In addition, the
table shows the number of shares of restricted stock held by the named executive officers that vested during the
last fiscal year, including the aggregate value realized upon vesting. This represents, as of each vesting date, the
number of shares vesting on such date, multiplied by the closing price of our common stock on the NASDAQ
Global Select Market on such date.

Option Exercises and Stock Vested�Fiscal Year 2009

Option Awards Stock Awards

Name

Number of

Shares

Acquired on
Exercise (#)

Value Realized
on Exercise ($)

Number of

Shares

Acquired on
Vesting (#)

Value Realized
on Vesting

($)
Mark Aslett �  $ �  28,572 $ 85,716
Robert E. Hult �  �  7,005 53,970
Karl D. Noone �  �  �  �  
Craig A. Saline �  �  12,626 105,250
Didier M.C. Thibaud �  �  10,704 88,425
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Potential Payments upon Termination of Employment or Change in Control

Potential Payments to Mr. Aslett upon Termination of Employment

In connection with his appointment as President and Chief Executive Officer in 2007, we entered into an
employment agreement with Mr. Aslett, a description of which can be found under the heading �Agreements with
Named Executive Officers� below. Mr. Aslett�s employment agreement provides for termination and severance
benefits in the case of a termination of Mr. Aslett�s employment by us without �cause� or by Mr. Aslett for �good
reason.�

�Cause� is defined in the employment agreement to include: (1) conduct constituting a material act of willful
misconduct in connection with the performance of Mr. Aslett�s duties, including, without limitation,
misappropriation of funds or property of Mercury; (2) conviction of, or plea of �guilty� or �no contest� to, any felony
or any conduct by Mr. Aslett that would reasonably be expected to result in material injury to Mercury if he were
retained in his position; (3) continued, willful, and deliberate non-performance by Mr. Aslett of his duties under
the agreement which continues for 30 days following notice; (4) breach by Mr. Aslett of certain non-competition
and non-disclosure covenants; (5) a violation by Mr. Aslett of Mercury�s employment policies which continues
following written notice; or (6) willful failure to cooperate with a bona fide internal investigation or an
investigation by regulatory or law enforcement authorities, or the willful destruction or failure to preserve
documents or other materials known to be relevant to such investigation or the willful inducement of others to fail
to cooperate or to produce documents or other materials in connection with such investigation. For purposes of
clauses (1), (3), and (6), no act, or failure to act, on Mr. Aslett�s part will be deemed �willful� unless done, or
omitted to be done, by him without reasonable belief that his act or failure to act, was in the best interest of
Mercury.

�Good Reason� is defined in the employment agreement to include: (1) a material diminution in Mr. Aslett�s
responsibilities, authority, or duties; (2) a material diminution in Mr. Aslett�s base salary, except for
across-the-board salary reductions based on our financial performance similarly affecting all or substantially all
senior management employees of Mercury; (3) a material change in the geographic location at which Mr. Aslett
provides services to Mercury; or (4) the material breach of the agreement by us. To terminate his employment for
�good reason,� Mr. Aslett must follow a specified process described in the employment agreement.

Upon the termination of Mr. Aslett�s employment by us without �cause� or by him for �good reason,� Mr. Aslett will
be entitled to receive an amount equal to the sum of his base salary and target bonus under our annual executive
bonus program, payable over a 12-month period. In addition, Mr. Aslett is entitled to continue to participate in
our group health, dental, and vision program for 18 months.

The following chart illustrates the benefits that would have been received by Mr. Aslett under his employment
agreement on June 30, 2009 had his employment been terminated by us without �cause� or voluntarily terminated
by him with �good reason.� These amounts are estimates only and do not necessarily reflect the actual amounts that
would be payable to Mr. Aslett upon the occurrence of such events, which amounts would only be known at the
time that Mr. Aslett became entitled to such benefits.
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Cash
Severance(1)

Health
Benefits(2) Total

Involuntary Termination Without Cause or Voluntary Termination for
Good Reason $ 1,000,000 $ 19,144 $ 1,019,144

(1) This amount represents the aggregate amount of Mr. Aslett�s annual base salary and target bonus under our
annual executive bonus program for fiscal year 2009.

(2) The value of health, dental, and vision insurance benefits is based on the type of coverage we carried for
Mr. Aslett as of June 30, 2009, and the costs associated with such coverage on that date.

Potential Payments to Mr. Hult upon Termination of Employment

We also have entered into an employment agreement with Mr. Hult, a description of which can be found under
the heading �Agreements with Named Executive Officers� below. Mr. Hult�s employment agreement provides for
termination and severance benefits in the case of Mr. Hult�s retirement or upon a termination of Mr. Hult�s
employment by us without �cause.�

�Cause� is defined in the employment agreement to include: (1) conduct by Mr. Hult constituting a material act of
willful misconduct in connection with the performance of his duties, including, without limitation,
misappropriation of funds or property of Mercury; (2) the commission by Mr. Hult of any felony or a
misdemeanor involving moral turpitude, deceit, dishonesty, or fraud, or any conduct by Mr. Hult that would
reasonably be expected to result in material injury to Mercury if he were retained in his position; (3) continued,
willful, and deliberate non-performance by Mr. Hult of his duties under the agreement which continues for more
than 30 days following notice; (4) a breach by Mr. Hult of certain confidentiality and non-compete provisions;
(5) a violation by Mr. Hult of Mercury�s employment policies which continues following written notice; or
(6) willful failure to cooperate with a bona fide internal investigation or an investigation by regulatory or law
enforcement authorities, or the willful destruction or failure to preserve documents or other materials known to be
relevant to such investigation or the willful inducement of others to fail to cooperate or to produce documents or
other materials. For purposes of clauses (1), (3), and (6), no act, or failure to act, on Mr. Hult�s part will be deemed
�willful� unless done, or omitted to be done, by Mr. Hult without reasonable belief that his act or failure to act, was
in the best interest of Mercury.

If Mr. Hult�s employment is terminated by us without �cause,� we will continue to pay Mr. Hult his base salary for a
period of one year from the date of termination in substantially equal bi-weekly installments and certain restricted
stock and option grants will vest and become non-forfeitable or exercisable.

The agreement provides that if Mr. Hult elects to retire prior to December 14, 2009 in accordance with the terms
of the agreement, and is willing to provide consulting services to Mercury, then he will be entitled to receive an
annual amount equal to 50% of his base salary from the date of termination through December 14, 2009, in
substantially equal bi-weekly installments, and the continued vesting of certain restricted stock awards in
accordance with their original vesting schedules. In addition, the agreement provides for partial accelerated
vesting on Mr. Hult�s retirement date of a previous stock option award.

The following chart illustrates the benefits that would have been received by Mr. Hult under his employment
agreement on June 30, 2009 had either his employment been terminated by us without �cause� or he retired as of
such date, using the closing price ($9.25) of our common stock on the NASDAQ Global Select
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Market on June 30, 2009, the last trading day of fiscal year 2009. These amounts are estimates only and do not
necessarily reflect the actual amounts that would be payable to Mr. Hult upon the occurrence of such events,
which amounts would only be known at the time that Mr. Hult became entitled to such benefits.

Cash
Amount

Restricted
Stock Acceleration

Value of
Continued Vesting
of Restricted Stock Total

Involuntary Termination Without
Cause $ 290,000(1) $ 46,250 $ N/A $ 336,250
Retirement 66,459(2) N/A 97,171(2) 163,630

(1) This amount represents salary continuation for a 12-month period.
(2) Payment of this amount is contingent upon Mr. Hult being willing to provide consulting services to Mercury

following his retirement.
In addition, if Mr. Hult should become disabled so as to be unable to perform the essential functions of his
position, the CEO or the Board may remove Mr. Hult from his responsibilities and/or assign him to another
position. If there is such a removal or re-assignment, Mr. Hult will continue to receive his full salary (less any
disability pay or sick pay benefits) and benefits for a period of time equal to the lesser of (1) six months or (2) the
remainder of the term of the agreement, which expires on December 14, 2009. Mr. Hult�s employment may be
terminated by Mercury at any time thereafter. The total value of these payments as of June 30, 2009 would have
been $135,820, consisting of $132,917 in salary continuation and $2,903 in estimated benefits.

Potential Payments to Mr. Thibaud upon Termination of Employment

We also entered into a severance agreement with Mr. Thibaud in fiscal year 2008 in connection with his
relocation to the United States, a description of which agreement can be found under the heading �Agreements
with Named Executive Officers� below. Mr. Thibaud�s agreement provides for termination and severance benefits
in the case of a termination of Mr. Thibaud�s employment by us without �cause� or by Mr. Thibaud for �good reason.�

�Cause� is defined in the agreement to include: (1) the willful and continued failure by Mr. Thibaud to perform
substantially the duties and responsibilities of his position with Mercury after written demand; (2) the conviction
of Mr. Thibaud by a court of competent jurisdiction for felony criminal conduct or a plea of nolo contendere to a
felony; or (3) the willful engaging by Mr. Thibaud in fraud, dishonesty, or other misconduct which is
demonstrably and materially injurious to Mercury or our reputation, monetarily or otherwise. No act, or failure to
act, on Mr. Thibaud�s part will be deemed �willful� unless committed or omitted by Mr. Thibaud in bad faith and
without reasonable belief that his act or failure to act was in, or not opposed to, the best interest of Mercury.

�Good Reason� is defined in the agreement to include: (1) a material diminution in Mr. Thibaud�s responsibilities,
authority, or duties as in effect on the date of the agreement; (2) a material diminution in Mr. Thibaud�s annual
base salary, except for across-the-board salary reductions based on our financial performance similarly affecting
all or substantially all senior management employees of Mercury; or (3) a material change in the geographic
location at which Mr. Thibaud provides services to Mercury. To terminate his employment for �good reason,�
Mr. Thibaud must follow a specified process described in the agreement.

Under the agreement, if at any time prior to July 1, 2013, we terminate Mr. Thibaud�s employment without �cause�
or Mr. Thibaud terminates his employment for �good reason,� then we will pay Mr. Thibaud a severance
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amount equal to one times his annual base salary, payable over a 12-month period. In such event, we also will pay
for certain insurance benefits, outplacement services, and relocation expenses of Mr. Thibaud. In addition,
Mr. Thibaud will be entitled to receive a tax �gross-up� payment with respect to the reimbursement of his relocation
expenses, such that the net amount retained by Mr. Thibaud, after deduction of applicable taxes on the reimbursed
costs and the gross-up payment, would be equal to the reimbursed costs.

The following chart illustrates the benefits that would have been received by Mr. Thibaud under his agreement on
June 30, 2009 had either his employment been terminated by us without �cause� or by him with �good reason.� These
amounts are estimates only and do not necessarily reflect the actual amounts that would be payable to
Mr. Thibaud upon the occurrence of such events, which amounts would only be known at the time that
Mr. Thibaud became entitled to such benefits.

Cash
Severance(1)

Health
Benefits(2)

Outplacement
Services(3)

Reimbursement
of Relocation
Expenses(4)

Tax
Gross-Up Total

Involuntary Termination Without
Cause or Voluntary Termination
for Good Reason $ 285,000 $ 14,216 $ 30,000 $ 80,123 $ 49,004 $ 458,343

(1) This amount equals one times Mr. Thibaud�s annual base salary.
(2) The value of health and dental insurance benefits is based on the estimated cost of coverage for Mr. Thibaud

as of June 30, 2009. We did not provide health or dental insurance for Mr. Thibaud as of June 30, 2009.
(3) This amount represents the maximum amount of outplacement services to which Mr. Thibaud is entitled

under the agreement.
(4) This amount has been estimated based on the relocation expenses reimbursed by us during fiscal years 2008

and 2009 upon Mr. Thibaud�s relocation from France to the United States.
Potential Payments to Named Executive Officers upon Termination of Employment following a Change in
Control�Fiscal Year 2009

We also have entered into agreements with each named executive officer providing for certain benefits in the
event of a change in control of Mercury. A change in control includes, among other events and subject to certain
exceptions, the acquisition by any person of beneficial ownership of 50% or more of our outstanding common
stock. If a tender offer or exchange offer is made for more than 50% of our outstanding common stock, the
executive has agreed not to leave our employ, except in the case of disability or retirement and certain other
circumstances, and to continue to render services to Mercury until such offer has been abandoned or terminated
or a change in control has occurred.

If the executive is employed by Mercury upon the occurrence of a change in control, vesting of all his then
outstanding stock options and other stock-based awards immediately accelerates and all such awards become
exercisable or non-forfeitable.

The executive is also entitled to severance benefits if, within 12 months after a change in control of Mercury, the
executive�s employment is terminated (1) by us other than for �cause� or disability, or (2) by the executive for �good
reason.� �Cause� is defined in each agreement to include the executive�s willful failure to perform his duties,
conviction of the executive for a felony, and the executive�s willful engaging in fraud, dishonesty, or other
conduct demonstrably and materially injurious to Mercury. �Good Reason� is defined in each
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agreement to include an adverse change in the executive�s status or position with Mercury, a reduction in base
salary or annual target bonus, failure to maintain the executive�s participation in health and benefit plans on the
same basis as other peer executives at Mercury, and a significant relocation of the executive�s principal office.

Severance benefits under each agreement include the following:

� a lump sum cash payment equal to one times the sum of the executive�s then current annualized base
salary and bonus target under our annual executive bonus plan;

� payment of the cost of providing the executive with outplacement services up to a maximum of $30,000;
and

� payment of the cost of providing the executive with health and dental insurance up to 18 months
following such termination on the same basis as though the executive had remained an active employee.

Payment of the above-described severance benefits is subject to the executive releasing all his claims against
Mercury other than claims that arise from Mercury�s obligations under the severance agreement. In addition, if the
executive is party to an employment agreement with Mercury providing for change in control payments or
benefits, the executive must elect to receive either the benefits payable under that other agreement or the benefits
payable under the change in control agreement, but not both.

Each agreement provides for a reduction of payments and benefits payable under the agreement to a level where
the executive would not be subject to the excise tax pursuant to section 4999 of the Code, but only if such
reduction would put the executive in a better after-tax position than if the payments and benefits were paid in full.
In addition, each agreement provides for the payment by Mercury of the executive�s legal fees and expenses
incurred in connection with good faith disputes under the agreement.

Each agreement continues in effect through June 30, 2009, subject to automatic one-year extensions thereafter
unless notice is given of our or the executive�s intention not to extend the term of the agreement; provided,
however, that the agreement continues in effect for 12 months following a change in control that occurs during
the term of the agreement. Except as otherwise provided in the agreement, we and each executive may terminate
the executive�s employment at any time. Each agreement has no further force and effect if either party terminates
the executive�s employment before a change in control, except that any such termination by us without �cause� or by
the executive for �good reason� during a �potential change in control period� (as defined in the agreement) will entitle
the executive to the benefits under the agreement described above (other than the accelerated vesting of stock
awards).

The following table illustrates the potential benefits that would have been received by the named executive
officers under the agreements described above, assuming we had terminated each executive�s employment without
�cause� or he had terminated his employment for �good reason� on June 30, 2009 following a change in control
occurring on such date, and using the closing price ($9.25) of our common stock on the NASDAQ Global Select
Market on June 30, 2009, the last trading day of fiscal year 2009. These amounts are estimates only and do not
necessarily reflect the actual amounts that would be payable to the executive upon the occurrence of such events,
which amounts would only be known at the time that the executive became entitled to such benefits.
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Name
Salary/Bonus
Lump Sum

Stock Option
Acceleration(1)

Restricted Stock
Acceleration(2)

Outplacement
Services (3)

Health
Benefits(4) Total

Mark Aslett $ 1,000,000 $ 173,250 $ 792,845 $ 30,000 $ 19,144 $ 2,015,239
Robert E. Hult 464,000 13,230 97,171 30,000 14,251 618,652
Craig A. Saline 300,000 7,088 52,031 30,000 13,306 402,425
Didier M.C. Thibaud 456,000 14,648 127,077 30,000 21,323 649,048

(1) The amounts shown in this column represent the difference between the closing price of our common stock
on the NASDAQ Global Select Market on June 30, 2009 ($9.25) and the exercise price of any in-the-money
unvested stock option which would have become exercisable upon the occurrence of a change in control,
multiplied in each case by the number of shares subject to such option.

(2) The amounts shown in this column represent the closing price of our common stock on the NASDAQ Global
Select Market on June 30, 2009 ($9.25) multiplied by the number of restricted shares that would have vested
upon the occurrence of a change in control.

(3) This amount represents the maximum amount of outplacement services to which the executive is entitled
under the agreement.

(4) The value of health and dental insurance benefits is based on the type of coverage we carried for the named
executive officer as of June 30, 2009 and the costs associated with such coverage on such date. We provided
only dental insurance for Mr. Hult as of June 30, 2009 and did not provide health or dental insurance for
Mr. Thibaud as of June 30, 2009. Amounts for Messrs. Hult and Thibaud are estimates based on the coverage
they would be eligible to receive under the agreement.

Mr. Noone, who also had a change in control agreement with Mercury, is not included in the above table because
he is no longer an employee of Mercury and, as a result, is not entitled to any future benefits under the agreement.

Potential Payments to Named Executive Officers upon Termination of Employment following a Change in
Control�Fiscal Year 2010

We are currently in the process of entering into new forms of change in control severance agreements with our
CEO and our other executive officers. A change in control includes, among other events and subject to certain
exceptions, the acquisition by any person of beneficial ownership of 30% or more of our outstanding common
stock. If a tender offer or exchange offer is made for more than 30% of our outstanding common stock, the
executive has agreed not to leave our employ, except in the case of disability or retirement and certain other
circumstances, and to continue to render services to Mercury until such offer has been abandoned or terminated
or a change in control has occurred.

The Compensation Committee worked with Radford as compensation consultant to provide a new form of change
in control severance agreement that reflects changes in market norms for such agreements in the time since
Mercury�s form of agreement was adopted in February 2006.

Chief Executive Officer

The CEO is entitled to severance benefits if, within 24 months after a change in control of Mercury, the CEO�s
employment is terminated (1) by us other than for �cause� or disability or (2) by the CEO for �good reason.� �Cause� is
defined in the agreement to include the CEO�s willful failure to perform his duties, conviction of the executive for
a felony, and the CEO�s willful engaging in fraud, dishonesty, or other conduct
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demonstrably and materially injurious to Mercury. �Good Reason� is defined in the agreement to include an adverse
change in the CEO�s status or position with Mercury, a reduction in base salary or annual target bonus, failure to
maintain the CEO�s participation in health and benefit plans on the same basis as other peer executives at
Mercury, and a significant relocation of the CEO�s principal office.

Severance benefits under the agreement include the following:

� a lump sum cash payment equal to two times the sum of the CEO�s then current annualized base salary
and bonus target under our annual executive bonus plan (excluding any over-achievement awards);

� payment of the cost of providing the executive with outplacement services up to a maximum of $45,000;
and

� payment of the cost of providing the CEO with health and dental insurance up to 24 months following
such termination on the same basis as though the CEO had remained an active employee.

� In addition, if the CEO is terminated within 24 months after a change in control, vesting of all his then
outstanding stock options and other stock-based awards immediately accelerates and all such awards
become exercisable or non-forfeitable.

Payment of the above-described severance benefits is subject to the CEO releasing all his claims against Mercury
other than claims that arise from Mercury�s obligations under the severance agreement. In addition, if the CEO is
party to an employment agreement with Mercury providing for change in control payments or benefits, the CEO
will receive the benefits payable under this agreement and not under the employment agreement.

The agreement provides for a reduction of payments and benefits payable under the agreement to a level where
the CEO would not be subject to the excise tax pursuant to section 4999 of the Code, but only if such reduction
would put the CEO in a better after-tax position than if the payments and benefits were paid in full. In addition,
the agreement provides for the payment by Mercury of the CEO�s legal fees and expenses incurred in connection
with good faith disputes under the agreement.

The agreement continues in effect through June 30, 2012, subject to automatic one-year extensions thereafter
unless notice is given of our or the CEO�s intention not to extend the term of the agreement; provided, however,
that the agreement continues in effect for 24 months following a change in control that occurs during the term of
the agreement. Except as otherwise provided in the agreement, we and the CEO may terminate the CEO�s
employment at any time. The agreement has no further force and effect if either party terminates the CEO�s
employment before a change in control, except that any such termination by us without �cause� or by the CEO for
�good reason� during a �potential change in control period� (as defined in the agreement) will entitle the CEO to the
benefits under the agreement described above (other than the accelerated vesting of stock awards).

Non-CEO Executives

The executive is entitled to severance benefits if, within 12 months after a change in control of Mercury, the
executive�s employment is terminated (1) by us other than for �cause� or disability or (2) by the executive for �good
reason.� �Cause� is defined in each agreement to include the executive�s willful failure to perform his duties,
conviction of the executive for a felony, and the executive�s willful engaging in fraud, dishonesty, or other
conduct demonstrably and materially injurious to Mercury. �Good Reason� is defined in each agreement to
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include an adverse change in the executive�s status or position with Mercury, a reduction in base salary or annual
target bonus, failure to maintain the executive�s participation in health and benefit plans on the same basis as other
peer executives at Mercury, and a significant relocation of the executive�s principal office.

Severance benefits under each agreement include the following:

� a lump sum cash payment equal to one times the sum of the executive�s then current annualized base
salary and bonus target under our annual executive bonus plan (excluding any over-achievement
awards);

� payment of the cost of providing the executive with outplacement services up to a maximum of $45,000;
and

� payment of the cost of providing the executive with health and dental insurance up to 18 months
following such termination on the same basis as though the executive had remained an active employee.

� In addition, if the executive is terminated within 12 months after a change in control, vesting of all his
then outstanding stock options and other stock-based awards immediately accelerates and all such
awards become exercisable or non-forfeitable.

Payment of the above-described severance benefits is subject to the executive releasing all his claims against
Mercury other than claims that arise from Mercury�s obligations under the severance agreement. In addition, if the
executive is party to an employment agreement with Mercury providing for change in control payments or
benefits, the executive will receive the benefits payable under this agreement and not under the employment
agreement.

Each agreement provides for a reduction of payments and benefits payable under the agreement to a level where
the executive would not be subject to the excise tax pursuant to section 4999 of the Code, but only if such
reduction would put the executive in a better after-tax position than if the payments and benefits were paid in full.
In addition, each agreement provides for the payment by Mercury of the executive�s legal fees and expenses
incurred in connection with good faith disputes under the agreement.

The agreements continue in effect through June 30, 2012, subject to automatic one-year extensions thereafter
unless notice is given of our or the executive�s intention not to extend the term of the agreement; provided,
however, that the agreement continues in effect for 12 months following a change in control that occurs during
the term of the agreement. Except as otherwise provided in the agreement, we and each executive may terminate
the executive�s employment at any time. Each agreement has no further force and effect if either party terminates
the executive�s employment before a change in control, except that any such termination by us without �cause� or by
the executive for �good reason� during a �potential change in control period� (as defined in the agreement) will entitle
the executive to the benefits under the agreement described above (other than the accelerated vesting of stock
awards).

Agreements with Named Executive Officers

Employment Agreement with Mr. Aslett

On November 19, 2007, we entered into an employment agreement with Mr. Aslett. The agreement provides for
an 18-month term, but will automatically renew for additional one-year periods unless an advance notice of
non-renewal is provided by either party to the other at least 180 days prior to the expiration of the then-current
term.
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Under the employment agreement, Mr. Aslett�s annual base salary will be $500,000, subject to annual review by
the Board in our first fiscal quarter. On September 14, 2009, we amended Mr. Aslett�s employment agreement to
reflect that we terminated the LTIP and that he is entitled to participate in our annual executive bonus program in
an amount determined by the Board in accordance with the terms of the program.

The employment agreement provides for termination and severance benefits in the case of a termination of
Mr. Aslett�s employment by us without �cause� or by Mr. Aslett for �good reason.� A description of these benefits can
be found above under the heading �Potential Payments upon Termination or Change in Control�Potential
Payments to Mr. Aslett upon Termination of Employment.�

Employment Agreement with Mr. Hult

On March 8, 2007, we entered into an employment agreement with Mr. Hult, in connection with his notice to us
that he intended to retire from Mercury. The employment agreement was amended in September 2007 upon
deferral of Mr. Hult�s previously-announced retirement date, and then subsequently amended in December 2007
upon Mr. Hult�s decision to postpone his retirement and remain an employee of Mercury. The employment
agreement provides for a term that expires on December 14, 2009. Under the agreement, Mr. Hult is required to
provide 180 days� notice of the termination of his employment, including his retirement. The amended agreement
also provides for termination and severance benefits in the case of Mr. Hult�s retirement in accordance with the
terms of the agreement (provided that he is willing to provide consulting services to us following his retirement)
or upon a termination of Mr. Hult�s employment by us without �cause.� A description of these benefits can be found
above under the heading �Potential Payments upon Termination or Change in Control�Potential Payments to
Mr. Hult upon Termination of Employment.�

Severance Agreement with Mr. Thibaud

On March 27, 2008, we entered into a severance agreement with Mr. Thibaud in connection with his relocation to
the United States. Under the agreement, Mr. Thibaud is entitled to certain termination and severance benefits if at
any time prior to July 1, 2013, we terminate his employment without �cause� or Mr. Thibaud terminates his
employment for �good reason.� A description of these benefits can be found above under the heading �Potential
Payments upon Termination or Change in Control�Potential Payments to Mr. Thibaud upon Termination of
Employment.�

Change-in-Control Agreements

We also have entered into agreements with each named executive officer providing for certain benefits in the
event of a change in control of Mercury. A description of these benefits can be found above under the heading
�Potential Payments upon Termination or Change in Control�Potential Payments to Named Executive Officers
upon Termination of Employment following a Change in Control � Fiscal Year 2009.�
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REPORT OF THE COMPENSATION COMMITTEE

The Compensation Committee has reviewed and discussed with management the Compensation Discussion and
Analysis included in this proxy statement, and based on such review and discussion, the Compensation
Committee recommended to Mercury�s Board that the Compensation Discussion and Analysis be included in this
proxy statement and be incorporated by reference into Mercury�s annual report on Form 10-K for the fiscal year
ended June 30, 2009.

By the Compensation Committee of the Board of

Directors of Mercury Computer Systems, Inc.

George W. Chamillard, Chairman

Vincent Vitto

Dr. Richard P. Wishner

REPORT OF THE AUDIT COMMITTEE

The following is the report of the Audit Committee of the Board of Directors of Mercury with respect to
Mercury�s audited financial statements for the fiscal year ended June 30, 2009. Management is responsible for
Mercury�s internal controls and financial reporting. Mercury�s independent registered public accounting firm is
responsible for performing an audit of Mercury�s financial statements, expressing an opinion as to their
conformity with U.S. generally accepted accounting principles and expressing an opinion on the effectiveness of
internal control over financial reporting. The Audit Committee is responsible for monitoring and overseeing these
processes.

The Audit Committee reviewed Mercury�s audited financial statements for the fiscal year ended June 30, 2009,
and discussed these financial statements with Mercury�s management. Management represented to the Audit
Committee that Mercury�s financial statements had been prepared in accordance with U.S. generally accepted
accounting principles. The Audit Committee also reviewed and discussed the audited financial statements and the
matters required to be discussed by Statement on Auditing Standards No. 61, as amended (AICPA, Professional
Standards, Vol. 1, AU Section 380), as adopted by the Public Company Accounting Oversight Board in Rule
3200T, with Mercury�s independent registered public accounting firm. That Statement requires the independent
registered public accounting firm to ensure that the Audit Committee received information regarding the scope
and results of the audit. In addition, the Audit Committee received the written disclosures and the letter from the
independent registered public accounting firm required by the applicable requirements of the Public Company
Accounting Oversight Board regarding the independent registered public accounting firm�s communications with
the Audit Committee concerning independence. Further, the Audit Committee has discussed with the independent
registered public accounting firm its independence.

Based on its review and the discussions with management and the independent registered public accounting firm
described above, and its review of the information provided by management and the independent registered
public accounting firm, the Audit Committee recommended to Mercury�s Board that the audited financial
statements be included in Mercury�s annual report on Form 10-K for the fiscal year ended June 30, 2009.

By the Audit Committee of the Board of

Directors of Mercury Computer Systems, Inc.

Lee C. Steele, Chairman

Dr. Albert P. Belle Isle
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee has appointed KPMG as the independent registered public accounting firm to examine
Mercury�s consolidated financial statements for the fiscal year ending June 30, 2010. KPMG served as our
independent registered public accounting firm for the fiscal years ended June 30, 2009 and 2008. A representative
of KPMG is expected to be present at the meeting and will have the opportunity to make a statement if he or she
desires and to respond to appropriate questions.

What were the fees of our independent registered public accounting firm for services rendered to us during
the last two fiscal years?

The aggregate fees for professional services rendered to us by KPMG, our independent registered public
accounting firm, for the fiscal years ended June 30, 2009 and 2008 were as follows:

2009 2008
Audit $ 1,413,673 $ 1,448,810
Audit-Related 10,000 5,021
Tax 170,500 210,350
All Other �  �  

$ 1,594,173 $ 1,664,181

Audit fees for fiscal years 2009 and 2008 were for professional services provided for the audits of our
consolidated financial statements and our internal control over financial reporting as well as statutory audits and
reviews of the financial statements included in each of our quarterly reports on Form 10-Q.

Audit-related fees for fiscal years 2009 and 2008 were for consents relating to registration statements in each
fiscal year.

Tax fees for fiscal years 2009 and 2008 were for tax return preparation and related consulting, as well as
miscellaneous tax advice regarding state income tax filings and potential business reorganizations.

What is the Audit Committee�s pre-approval policy?

The Audit Committee pre-approves all auditing services and the terms of non-audit services provided by our
independent registered public accounting firm, but only to the extent that the non-audit services are not prohibited
under applicable law and the committee determines that the non-audit services do not impair the independence of
the independent registered public accounting firm. In situations where it is impractical to wait until the next
regularly scheduled quarterly meeting, the chairman of the committee has been delegated authority to approve
audit and non-audit services to be provided by our independent registered public accounting firm. Fees payable to
our independent registered public accounting firm for any specific, individual service approved by the chairman
pursuant to the above-described delegation of authority may not exceed $50,000, plus reasonable and customary
out-of-pocket expenses, and the chairman is required to report any such approvals to the full committee at its next
scheduled meeting.
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The pre-approval requirement is waived with respect to the provision of non-audit services by our independent
registered public accounting firm if (1) the aggregate amount of all such non-audit services provided to us
constitutes not more than five percent of the total fees paid by us to our independent registered public accounting
firm during the fiscal year in which such non-audit services were provided, (2) such services were not recognized
at the time of the engagement to be non-audit services, and (3) such services are promptly brought to the attention
of the Audit Committee and approved by the committee or by one or more of its members to whom authority to
grant such approvals has been delegated by the committee prior to the completion of the independent registered
public accounting firm�s audit. During fiscal years 2009 and 2008, none of the non-audit services provided to us
by our independent registered public accounting firm were required to be approved by the Audit Committee
pursuant to the so-called �de minimis� exception described above.

The Audit Committee has considered and determined that the provision of the non-audit services described is
compatible with maintaining the independence of our registered public accounting firm.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

During fiscal year 2009, George W. Chamillard and Dr. Richard P. Wishner served on the Compensation
Committee for the entire fiscal year, Mr. Vitto served effective November 17, 2008, and Messrs. Johnsen and
Mullin served through November 17, 2008. No member of the committee is a present or former officer or
employee of Mercury or any of its subsidiaries or had any business relationship or affiliation with Mercury or any
of its subsidiaries (other than his service as a director) requiring disclosure in this proxy statement.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires our officers and directors and persons beneficially owning more than
10% of our outstanding common stock to file reports of beneficial ownership and changes in beneficial ownership
with the SEC. Officers, directors, and beneficial owners of more than 10% of our common stock are required by
SEC regulations to furnish us with copies of all Section 16(a) forms they file.

Based solely on copies of such forms furnished as provided above, or written representations that no Forms 5
were required, we believe that during the fiscal year ended June 30, 2009, all Section 16(a) filing requirements
applicable to our officers, directors, and beneficial owners of greater than 10% of our common stock were
complied with, except as follows. A Form 4 reporting a grant of stock options to Mr. Aslett on August 21, 2008,
was filed late on September 3, 2008.

SHAREHOLDER PROPOSALS FOR THE 2010 ANNUAL MEETING

Under regulations adopted by the SEC, any shareholder proposal submitted for inclusion in Mercury�s proxy
statement relating to the 2010 annual meeting of shareholders must be received at our principal executive offices
on or before May 24, 2010. In addition to the SEC requirements regarding shareholder proposals, our by-laws
contain provisions regarding matters to be brought before shareholder meetings. If shareholder proposals,
including proposals relating to the election of directors, are to be considered at the 2010 annual meeting, notice of
them, whether or not they are included in Mercury�s proxy statement and form of proxy, must be given by
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personal delivery or by United States mail, postage prepaid, to the Corporation Secretary on or before August 7,
2010. The notice must include the information set forth in our by-laws. Proxies solicited by the Board will confer
discretionary voting authority with respect to these proposals, subject to SEC rules governing the exercise of this
authority.

It is suggested that any shareholder proposal be submitted by certified mail, return receipt requested.

OTHER MATTERS

We know of no matters which may properly be and are likely to be brought before the meeting other than the
matters discussed in this proxy statement. However, if any other matters properly come before the meeting, the
persons named in the accompanying proxy card will vote in accordance with their best judgment.

NOTICE OF BY-LAW AMENDMENT

At a meeting held on September 14, 2009, the Board of Directors amended Mercury�s by-laws to permit the Board
to determine the date and time for the annual meeting of shareholders. Prior to this amendment, the by-laws
provided that the annual meeting of shareholders shall be held at 10:00 am on the first Wednesday of October.
The full text of the amendment is included as Exhibit 3.1 to our Current Report on Form 8-K filed with the SEC
on September 14, 2009.

ANNUAL REPORT ON FORM 10-K

You may obtain a copy of our annual report on Form 10-K for the fiscal year ended June 30, 2009 (without
exhibits) without charge by writing to: Investor Relations, Mercury Computer Systems, Inc., 201
Riverneck Road, Chelmsford, Massachusetts 01824.

By Order of the Board of Directors

ALEX A. VAN ADZIN

Secretary

Chelmsford, Massachusetts

September 21, 2009
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Appendix A

MERCURY COMPUTER SYSTEMS, INC.

AMENDED AND RESTATED

2005 STOCK INCENTIVE PLAN

SECTION 1. GENERAL PURPOSE OF THE PLAN; DEFINITIONS
The name of the plan is the Mercury Computer Systems, Inc. Amended and Restated 2005 Stock Incentive Plan
(the �Plan�). The purpose of the Plan is to encourage and enable the officers, employees, Non-Employee Directors
and other key persons (including consultants and prospective officers) of Mercury Computer Systems, Inc. (the
�Company�) and its Subsidiaries upon whose judgment, initiative and efforts the Company largely depends for the
successful conduct of its business to acquire a proprietary interest in the Company and to induce qualified
individuals who have received offers of employment to become officers of the Company to enter and remain in
the employ of the Company. It is anticipated that providing such persons with a direct stake in the Company�s
welfare will assure a closer identification of their interests with those of the Company and its shareholders,
thereby stimulating their efforts on the Company�s behalf and strengthening their desire to remain with the
Company.

The following terms shall be defined as set forth below:

�Act� means the Securities Act of 1933, as amended, and the rules and regulations thereunder.

�Administrator� is defined in Section 2(a).

�Award� or �Awards,� except where referring to a particular category of grant under the Plan, shall include Incentive
Stock Options, Non-Qualified Stock Options, Stock Appreciation Rights, Deferred Stock Awards and Restricted
Stock Awards.

�Board� means the Board of Directors of the Company.

�Code� means the Internal Revenue Code of 1986, as amended, and any successor Code, and related rules,
regulations and interpretations.

�Committee� means the compensation committee of the Board or a similar committee performing the functions of
the compensation committee and which is comprised of not less than two Non-Employee Directors who are
independent.

�Covered Employee� means an employee who is a �Covered Employee� within the meaning of Section 162(m) of the
Code.

�Deferred Stock Award� means Awards granted pursuant to Section 8.

�Effective Date� means the date on which the Plan is approved by shareholders as set forth in Section 18.

�Exchange Act� means the Securities Exchange Act of 1934, as amended, and the rules and regulations thereunder.
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�Fair Market Value� of the Stock on any given date means if the shares of Stock are listed on any national
securities exchange, or traded on the National Association of Securities Dealers Automated Quotation System
(�Nasdaq�) National Global Market or another national securities exchange, the closing price reported on Nasdaq or
such other exchange on such date. If the market is closed on such date, the determination shall be made by
reference to the last date preceding such date for which the market is open. If the fair market value cannot be
determined under the preceding two sentences, it shall be determined in good faith by the Administrator.

�Incentive Stock Option� means any Stock Option designated and qualified as an �incentive stock option� as defined
in Section 422 of the Code.

�Non-Employee Director� means a member of the Board who is not also an employee of the Company or any
Subsidiary.

�Non-Qualified Stock Option� means any Stock Option that is not an Incentive Stock Option.

�Option� or �Stock Option� means any option to purchase shares of Stock granted pursuant to Section 5.

�Performance Cycle� means one or more periods of time, which may be of varying and overlapping durations, as
the Administrator may select, over which the attainment of one or more performance criteria will be measured for
the purpose of determining a grantee�s right to and the payment of a Restricted Stock Award or Deferred Stock
Award.

�Restricted Stock Award� means Awards granted pursuant to Section 7.

�Section 409A� means Section 409A of the Code and the regulations and other guidance promulgated thereunder.

�Stock� means the Common Stock, par value $0.01 per share, of the Company, subject to adjustments pursuant to
Section 3.

�Stock Appreciation Right� means any Award granted pursuant to Section 6.

�Subsidiary� means any corporation or other entity (other than the Company) in which the Company has a
controlling interest, either directly or indirectly.

�Ten Percent Owner� means an employee who owns or is deemed to own (by reason of the attribution rules of
Section 424(d) of the Code) more than 10 percent of the combined voting power of all classes of stock of the
Company or any parent or subsidiary corporation.

SECTION 2. ADMINISTRATION OF PLAN; ADMINISTRATOR AUTHORITY TO SELECT
GRANTEES AND DETERMINE AWARDS

(a) Committee.    The Plan shall be administered by the Committee (the �Administrator�).

(b) Powers of Administrator.    The Administrator shall have the power and authority to grant Awards consistent
with the terms of the Plan, including the power and authority:

(i) to select the individuals to whom Awards may from time to time be granted;
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(ii) to determine the time or times of grant, and the extent, if any, of Incentive Stock Options, Non-Qualified
Stock Options, Stock Appreciation Rights, Restricted Stock Awards and Deferred Stock Awards, or any
combination of the foregoing, granted to any one or more grantees;

(iii) to determine the number of shares of Stock to be covered by any Award;

(iv) to determine and modify from time to time the terms and conditions, including restrictions, not
inconsistent with the terms of the Plan, of any Award, which terms and conditions may differ among
individual Awards and grantees, and to approve the form of written instruments evidencing the Awards;

(v) subject to the provisions of Sections 7(d) and 8(a), to accelerate at any time the exercisability or vesting
of all or any portion of any Award;

(vi) subject to the provisions of Section 5(c), to extend at any time the period in which Stock Options and
Stock Appreciation Rights may be exercised; and

(vii)at any time to adopt, alter and repeal such rules, guidelines and practices for administration of the Plan
and for its own acts and proceedings as it shall deem advisable; to interpret the terms and provisions of
the Plan and any Award (including related written instruments); to make all determinations it deems
advisable for the administration of the Plan; to decide all disputes arising in connection with the Plan;
and to otherwise supervise the administration of the Plan.

All decisions and interpretations of the Administrator shall be binding on all persons, including the Company and
Plan grantees.

Notwithstanding the foregoing, the Administrator�s power and authority to make grants under the Plan shall be
subject to the right of the Board, upon its request, to ratify Awards granted to the Chairman and other individuals
specified by the Board, and in such event, the date of grant shall be the date of Board ratification.

(c) Delegation of Authority to Grant Awards.    The Administrator, in its discretion, may delegate to the Chief
Executive Officer of the Company or any person designated by the Board as an �executive officer� as defined in
Rule 3b-7 under the Exchange Act all or part of the Administrator�s authority and duties with respect to the
granting of Awards to individuals who are not subject to the reporting and other provisions of Section 16 of the
Exchange Act or �covered employees� within the meaning of Section 162(m) of the Code. Any such delegation by
the Administrator shall include a limitation as to the amount of Awards that may be granted during the period of
the delegation and shall contain guidelines as to the determination of the exercise price of any Stock Option or
Stock Appreciation Right, the conversion ratio or price of other Awards and the vesting criteria. The
Administrator may revoke or amend the terms of a delegation at any time but such action shall not invalidate any
prior actions of the Administrator�s delegate or delegates that were consistent with the terms of the Plan.

(d) Detrimental Activity.    Unless the award agreement specifies otherwise, the Administrator may cancel,
rescind, suspend, withhold or otherwise limit or restrict any Award (whether vested or unvested, exercised or
unexercised) at any time if the recipient is not in compliance with all applicable provisions of the award
agreement and the Plan, or if the recipient engages in any �Detrimental Activity.� For purposes of this Section 2,
�Detrimental Activity� shall include: (i) the rendering of services for any organization or engaging directly or
indirectly in any business which is or becomes competitive with the Company, or which organization or business,
or the rendering of services to such organization or business, is or becomes otherwise prejudicial to or in conflict
with the interests of the Company; (ii) the disclosure to anyone outside the Company, or the use in other than the
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Company�s business, without prior written authorization from the Company, of any confidential information or
material, as defined in the Company�s Employee Confidentiality Agreement or such other agreement regarding
confidential information and intellectual property that the recipient the Company may enter into (collectively, the
�Confidentiality Agreement�), relating to the business of the Company, acquired by the recipient either during or
after employment with the Company; (iii) the failure or refusal to disclose promptly and to assign to the
Company, pursuant to the Confidentiality Agreement or otherwise, all right, title and interest in any invention or
idea, patentable or not, made or conceived by the recipient during employment by the Company, relating in any
manner to the actual or anticipated business, research or development work of the Company or the failure or
refusal to do anything reasonably necessary to enable the Company to secure a patent where appropriate in the
United States and in other countries; (iv) activity that results in termination of the recipient�s employment for
cause; (v) a material violation of any rules, policies, procedures or guidelines of the Company; (vi) any attempt
directly or indirectly to induce any employee of the Company to be employed or perform services elsewhere or
any attempt directly or indirectly to solicit the trade or business of any current or prospective customer, supplier
or partner of the Company; or (vii) the recipient being convicted of, or entering a guilty plea with respect to, a
crime, whether or not connected with the Company.

(e) Indemnification.    Neither the Board nor the Committee, nor any member of either or any delegate thereof,
shall be liable for any act, omission, interpretation, construction or determination made in good faith in
connection with the Plan, and the members of the Board and the Committee (and any delegate thereof) shall be
entitled in all cases to indemnification and reimbursement by the Company in respect of any claim, loss, damage
or expense (including, without limitation, reasonable attorneys� fees) arising or resulting therefrom to the fullest
extent permitted by law and/or under any directors� and officers� liability insurance coverage which may be in
effect from time to time and/or any indemnification agreement between such individual and the Company.

SECTION 3. STOCK ISSUABLE UNDER THE PLAN; MERGERS; SUBSTITUTION
(a) Stock Issuable.    The maximum number of shares of Stock reserved and available for issuance under the Plan
shall be 4,092,264 (which number represents 1,942,264 shares originally reserved under the Plan, plus an
additional 650,000 shares upon the 2008 amendment and restatement of the Plan, plus an additional 1,500,000
shares), subject to adjustment as provided in Section 3(c). For purposes of this limitation, the shares of Stock
underlying any Awards that are forfeited, are canceled, expire or are terminated (other than by exercise) under
(i) this Plan or (ii) from and after November 14, 2005, the Mercury Computer Systems, Inc. 1997 Stock Option
Plan (the �1997 Plan�) shall be added to the shares of Stock available for issuance under the Plan. Shares tendered
or held back upon exercise of an Option or settlement of an Award to cover the exercise price or tax withholding
shall not be available for future issuance under the Plan. In addition, upon exercise of Stock Appreciation Rights,
the gross number of shares exercised shall be deducted from the total number of shares remaining available for
issuance under the Plan. Subject to such overall limitations and Section 3(c), shares of Stock may be issued up to
such maximum number pursuant to any type or types of Award; provided, however, that Stock Options or Stock
Appreciation Rights with respect to no more than 500,000 shares of Stock may be granted to any one individual
grantee during any one calendar year period and provided, further, that in no event may Incentive Stock Options
granted under the Plan exceed 4,092,264 shares of Stock. The shares available for issuance under the Plan may be
authorized but unissued shares of Stock or shares of Stock reacquired by the Company.

(b) Effect of Awards.    The grant of any full value Award (i.e., an Award other than an Option or a Stock
Appreciation Right) shall be deemed, for purposes of determining the number of shares available for issuance
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under Section 3(a), as an Award of one and thirty-six one hundredths (1.36) shares of Stock for each such
share actually subject to the Award. The grant of an Option or a Stock Appreciation Right shall be deemed, for
purposes of determining the number of shares available for issuance under Section 3(a), as an Award of one share
of Stock for each such share actually subject to the Award.

(c) Changes in Stock.    Subject to Section 3(d) hereof, if, as a result of any reorganization, recapitalization,
reclassification, stock dividend, stock split, reverse stock split or other similar change in the Company�s capital
stock, the outstanding shares of Stock are increased or decreased or are exchanged for a different number or kind
of shares or other securities of the Company, or additional shares or new or different shares or other securities of
the Company or other non-cash assets are distributed with respect to such shares of Stock or other securities, or,
if, as a result of any merger or consolidation, sale of all or substantially all of the assets of the Company, the
outstanding shares of Stock are converted into or exchanged for a different number or kind of securities of the
Company or any successor entity (or a parent or subsidiary thereof), the Administrator shall make an appropriate
or proportionate adjustment in (i) the maximum number of shares reserved for issuance under the Plan, including
the maximum number of shares that may be issued in the form of Incentive Stock Options, (ii) the number of
Stock Options or Stock Appreciation Rights that can be granted to any one individual grantee and the maximum
number of shares that may be granted under a Performance-based Award, (iii) the number and kind of shares or
other securities subject to any then outstanding Awards under the Plan, (iv) the repurchase price, if any, per share
subject to each outstanding Restricted Stock Award, and (v) the price for each share subject to any then
outstanding Stock Options and Stock Appreciation Rights under the Plan, without changing the aggregate
exercise price (i.e., the exercise price multiplied by the number of Stock Options and Stock Appreciation Rights)
as to which such Stock Options and Stock Appreciation Rights remain exercisable. The Administrator shall also
make equitable or proportionate adjustments in the number of shares subject to outstanding Awards and the
exercise price and the terms of outstanding Awards to take into consideration cash dividends paid other than in
the ordinary course or any other extraordinary corporate event. The adjustment by the Administrator shall be
final, binding and conclusive. No fractional shares of Stock shall be issued under the Plan resulting from any such
adjustment, but the Administrator in its discretion may make a cash payment in lieu of fractional shares.

(d) Mergers and Other Transactions.    In the case of and subject to the consummation of (i) the dissolution or
liquidation of the Company, (ii) the sale of all or substantially all of the assets of the Company on a consolidated
basis to an unrelated person or entity, (iii) a merger, reorganization or consolidation in which the outstanding
shares of Stock are converted into or exchanged for a different kind of securities of the successor entity and the
holders of the Company�s outstanding voting power immediately prior to such transaction do not own a majority
of the outstanding voting power of the successor entity immediately upon completion of such transaction, or
(iv) the sale of all of the Stock of the Company to an unrelated person or entity (in each case, a �Sale Event�), the
Plan and all outstanding Awards granted hereunder shall terminate, unless provision is made in connection with
the Sale Event in the sole discretion of the parties thereto for the assumption or continuation of Awards
theretofore granted by the successor entity, or the substitution of such Awards with new Awards of the successor
entity or parent thereof, with appropriate adjustment as to the number and kind of shares and, if appropriate, the
per share exercise prices, as such parties shall agree (after taking into account any acceleration hereunder). In the
event of such termination, each grantee shall be permitted, within a specified period of time prior to the
consummation of the Sale Event as determined by the Administrator, to exercise all outstanding vested and
exercisable Options and Stock Appreciation Rights held by such grantee.

Notwithstanding anything to the contrary in this Section 3(d), in the event of a Sale Event pursuant to which
holders of the Stock of the Company will receive upon consummation thereof a cash payment for each share
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surrendered in the Sale Event, the Company shall have the right, but not the obligation, to make or provide for a
cash payment to the grantees holding vested and exercisable Options and Stock Appreciation Rights, in exchange
for the cancellation thereof, in an amount equal to the difference between (A) the value as determined by the
Administrator of the consideration payable per share of Stock pursuant to the Sale Event (the �Sale Price�) times
the number of shares of Stock subject to such outstanding Options and Stock Appreciation Rights (to the extent
then exercisable at prices not in excess of the Sale Price) and (B) the aggregate exercise price of all such
outstanding Options and Stock Appreciation Rights.

(e) Substitute Awards.    The Administrator may grant Awards under the Plan in substitution for stock and stock
based awards held by employees, directors or other key persons of another corporation in connection with the
merger or consolidation of the employing corporation with the Company or a Subsidiary or the acquisition by the
Company or a Subsidiary of property or stock of the employing corporation. The Administrator may direct that
the substitute awards be granted on such terms and conditions as the Administrator considers appropriate in the
circumstances. Any substitute Awards granted under the Plan shall not count against the share limitation set forth
in Section 3(a).

SECTION 4. ELIGIBILITY
Grantees under the Plan will be such full or part-time officers and other employees, Non-Employee Directors and
key persons (including consultants and qualified individuals who have received offers of employment to become
officers of the Company) of the Company and its Subsidiaries as are selected from time to time by the
Administrator in its sole discretion.

SECTION 5. STOCK OPTIONS
(a) Grant of Stock Options.    Any Stock Option granted under the Plan shall be in such form as the Administrator
may from time to time approve.

Stock Options granted under the Plan may be either Incentive Stock Options or Non-Qualified Stock Options.
Incentive Stock Options may be granted only to employees of the Company or any Subsidiary that is a �subsidiary
corporation� within the meaning of Section 424(f) of the Code. To the extent that any Option does not qualify as
an Incentive Stock Option, it shall be deemed a Non-Qualified Stock Option.

Stock Options granted pursuant to this Section 5(a) shall be subject to the following terms and conditions and
shall contain such additional terms and conditions, not inconsistent with the terms of the Plan, as the
Administrator shall deem desirable. Stock Options may be granted in lieu of cash compensation at the optionee�s
election, subject to such terms and conditions as the Administrator may establish.

(b) Exercise Price.    The exercise price per share for the Stock covered by a Stock Option granted pursuant to
this Section 5(a) shall be determined by the Administrator at the time of grant but shall not be less than 100
percent of the Fair Market Value on the date of grant.

(c) Option Term.    The term of each Stock Option shall be fixed by the Administrator, but no Stock Option shall
be exercisable more than seven years after the date the Stock Option is granted.
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(d) Exercisability; Rights of a Shareholder.    Stock Options shall become exercisable at such time or times,
whether or not in installments, as shall be determined by the Administrator at or after the grant date. The
Administrator may at any time accelerate the exercisability of all or any portion of any Stock Option. An optionee
shall have the rights of a shareholder only as to shares acquired upon the exercise of a Stock Option and not as to
unexercised Stock Options.

(e) Method of Exercise.    Stock Options may be exercised in whole or in part, by giving written notice of exercise
to the Company, specifying the number of shares to be purchased; provided, however, that no Stock Option may
be partially exercised with respect to fewer than 50 shares. Payment of the purchase price may be made by one or
more of the following methods to the extent provided in the Option Award agreement:

(i) In cash, by certified or bank check or other instrument acceptable to the Administrator;

(ii) Through the delivery (or attestation to the ownership) of shares of Stock that have been purchased by the
optionee on the open market or that are beneficially owned by the optionee and are not then subject to
restrictions under any Company plan. Such surrendered shares shall be valued at Fair Market Value on
the exercise date; or

(iii) By the optionee delivering to the Company a properly executed exercise notice together with irrevocable
instructions to a broker to promptly deliver to the Company cash or a check payable and acceptable to
the Company for the purchase price.

Payment instruments will be received subject to collection. The transfer to the optionee on the records of the
Company or of the transfer agent of the shares of Stock to be purchased pursuant to the exercise of a Stock
Option will be contingent upon receipt from the optionee (or a purchaser acting in his stead in accordance with
the provisions of the Stock Option) by the Company of the full purchase price for such shares and the fulfillment
of any other requirements contained in the Option Award agreement or applicable provisions of laws (including
the satisfaction of any withholding taxes that the Company is obligated to withhold with respect to the optionee).
In the event an optionee chooses to pay the purchase price by previously-owned shares of Stock through the
attestation method, the number of shares of Stock transferred to the optionee upon the exercise of the Stock
Option shall be net of the number of shares attested to.

(f) Annual Limit on Incentive Stock Options.    To the extent required for �incentive stock option� treatment under
Section 422 of the Code, the aggregate Fair Market Value (determined as of the time of grant) of the shares of
Stock with respect to which Incentive Stock Options granted under this Plan and any other plan of the Company
or its parent and subsidiary corporations become exercisable for the first time by an optionee during any calendar
year shall not exceed $100,000. To the extent that any Stock Option exceeds this limit, it shall constitute a
Non-Qualified Stock Option.

SECTION 6. STOCK APPRECIATION RIGHTS
(a) Nature of Stock Appreciation Rights.    A Stock Appreciation Right is an Award entitling the recipient to
receive shares of Stock having a value equal to the excess of the Fair Market Value of the Stock on the date of
exercise over the exercise price of the Stock Appreciation Right, which price shall not be less than 100 percent of
the Fair Market Value of the Stock on the date of grant (or more than the option exercise price per share, if the
Stock Appreciation Right was granted in tandem with a Stock Option) multiplied by the number of shares of
Stock with respect to which the Stock Appreciation Right shall have been exercised.
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(b) Grant and Exercise of Stock Appreciation Rights.    Stock Appreciation Rights may be granted by the
Administrator in tandem with, or independently of, any Stock Option granted pursuant to Section 5 of the Plan. In
the case of a Stock Appreciation Right granted in tandem with a Non-Qualified Stock Option, such Stock
Appreciation Right may be granted either at or after the time of the grant of such Option. In the case of a Stock
Appreciation Right granted in tandem with an Incentive Stock Option, such Stock Appreciation Right may be
granted only at the time of the grant of the Option.

A Stock Appreciation Right or applicable portion thereof granted in tandem with a Stock Option shall terminate
and no longer be exercisable upon the termination or exercise of the related Option.

(c) Terms and Conditions of Stock Appreciation Rights.    Stock Appreciation Rights shall be subject to such
terms and conditions as shall be determined from time to time by the Administrator, subject to the following:

(i) Stock Appreciation Rights granted in tandem with Options shall be exercisable at such time or times and
to the extent that the related Stock Options shall be exercisable; provided, however, that no Stock
Appreciation Right may be partially exercised with respect to fewer than 50 shares.

(ii) Upon exercise of a Stock Appreciation Right granted in tandem with an Option, the applicable portion of
any related Option shall be surrendered.

(iii) The term of a Stock Appreciation Right may not exceed seven years.

SECTION 7. RESTRICTED STOCK AWARDS
(a) Nature of Restricted Stock Awards.    A Restricted Stock Award is an Award entitling the recipient to acquire,
at such purchase price (which may be zero) as determined by the Administrator, shares of Stock subject to such
restrictions and conditions as the Administrator may determine at the time of grant (�Restricted Stock�). Conditions
may be based on continuing employment (or other service relationship) and/or achievement of pre-established
performance goals and objectives. The grant of a Restricted Stock Award is contingent on the grantee executing
the Restricted Stock Award agreement. The terms and conditions of each such agreement shall be determined by
the Administrator, and such terms and conditions may differ among individual Awards and grantees.

(b) Rights as a Shareholder.    Upon execution of a written instrument setting forth the Restricted Stock Award
and payment of any applicable purchase price, a grantee shall have the rights of a shareholder with respect to the
voting of the Restricted Stock, subject to such conditions contained in the written instrument evidencing the
Restricted Stock Award. Unless the Administrator shall otherwise determine, (i) uncertificated Restricted Stock
shall be accompanied by a notation on the records of the Company or the transfer agent to the effect that they are
subject to forfeiture until such Restricted Stock are vested as provided in Section 7(d) below, and (ii) certificated
Restricted Stock shall remain in the possession of the Company until such Restricted Stock is vested as provided
in Section 7(d) below, and the grantee shall be required, as a condition of the grant, to deliver to the Company
such instruments of transfer as the Administrator may prescribe.

(c) Restrictions.    Restricted Stock may not be sold, assigned, transferred, pledged or otherwise encumbered or
disposed of except as specifically provided herein or in the Restricted Stock Award agreement. Except as may
otherwise be provided by the Administrator either in the Award agreement or, subject to Section 15 below, in
writing after the Award agreement is issued, if any, if a grantee�s employment (or other service relationship) with
the Company and its Subsidiaries terminates for any reason, any Restricted Stock that has not vested at the time
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of termination shall automatically and without any requirement of notice to such grantee from or other action by
or on behalf of, the Company be deemed to have been reacquired by the Company at its original purchase price
from such grantee or such grantee�s legal representative simultaneously with such termination of employment (or
other service relationship), and thereafter shall cease to represent any ownership of the Company by the grantee
or rights of the grantee as a shareholder. Following such deemed reacquisition of unvested Restricted Stock that
are represented by physical certificates, a grantee shall surrender such certificates to the Company upon request
without consideration.

(d) Vesting of Restricted Stock.    The Administrator at the time of grant shall specify the date or dates and/or the
attainment of pre-established performance goals, objectives and other conditions on which the non-transferability
of the Restricted Stock and the Company�s right of repurchase or risk of forfeiture shall lapse. Notwithstanding the
foregoing, except in the case of retirement, death or disability, in the event that any such Restricted Stock granted
to employees shall have a performance-based goal, the restriction period with respect to such shares shall not be
less than one year, and in the event any such Restricted Stock granted to employees shall have a time-based
restriction, the total restriction period with respect to such shares shall not be less than three years; provided,
however, that any such Restricted Stock granted to employees with a time-based restriction may become vested
incrementally over such three-year period. Subsequent to such date or dates and/or the attainment of such
pre-established performance goals, objectives and other conditions, the shares on which all restrictions have
lapsed shall no longer be Restricted Stock and shall be deemed �vested.� Except as may otherwise be provided by
the Administrator either in the Award agreement or, subject to Section 15 below, in writing after the Award
agreement is issued, a grantee�s rights in any shares of Restricted Stock that have not vested shall automatically
terminate upon the grantee�s termination of employment (or other service relationship) with the Company and its
Subsidiaries and such shares shall be subject to the provisions of Section 7(c) above.

SECTION 8. DEFERRED STOCK AWARDS
(a) Nature of Deferred Stock Awards.    A Deferred Stock Award is an Award of phantom stock units to a grantee,
subject to restrictions and conditions as the Administrator may determine at the time of grant. Conditions may be
based on continuing employment (or other service relationship) and/or achievement of pre-established
performance goals and objectives. The grant of a Deferred Stock Award is contingent on the grantee executing
the Deferred Stock Award agreement. The terms and conditions of each such agreement shall be determined by
the Administrator, and such terms and conditions may differ among individual Awards and grantees.
Notwithstanding the foregoing, except in the case of retirement, death or disability, in the event that any such
Deferred Stock Award granted to employees shall have a performance-based goal, the restriction period with
respect to such award shall not be less than one year, and in the event any such Deferred Stock Award shall have
a time-based restriction, the total restriction period with respect to such award shall not be less than three years;
provided, however, that any Deferred Stock Award with a time-based restriction may become vested
incrementally over such three-year period. At the end of the deferral period, the Deferred Stock Award, to the
extent vested, shall be paid to the grantee in the form of shares of Stock.

(b) Election to Receive Deferred Stock Awards in Lieu of Compensation.    The Administrator may, in its sole
discretion, permit a grantee to elect to receive a portion of future cash compensation otherwise due to such
grantee in the form of a Deferred Stock Award. Any such election shall be made in writing and shall be delivered
to the Company no later than the date specified by the Administrator and in accordance with Section 409A and
such other rules and procedures established by the Administrator. The Administrator shall have the sole right to
determine whether and under what circumstances to permit such elections and to impose such limitations and
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other terms and conditions thereon as the Administrator deems appropriate. Any deferred compensation shall be
converted to a fixed number of phantom stock units based on the Fair Market Value of Stock on the date the
compensation would otherwise have been paid but for the deferral.

(c) Rights as a Shareholder.    During the deferral period, a grantee shall have no rights as a shareholder;
provided, however, that the grantee may be credited with dividend equivalent rights with respect to the phantom
stock units underlying his Deferred Stock Award, subject to such terms and conditions as the Administrator may
determine.

(d) Termination.    Except as may otherwise be provided by the Administrator either in the Award agreement or,
subject to Section 15 below, in writing after the Award agreement is issued, a grantee�s right in all Deferred Stock
Awards that have not vested shall automatically terminate upon the grantee�s termination of employment (or
cessation of service relationship) with the Company and its Subsidiaries for any reason.

SECTION 9. PERFORMANCE-BASED AWARDS TO COVERED EMPLOYEES
Notwithstanding anything to the contrary contained herein, if any Restricted Stock Award or Deferred Stock
Award granted to a Covered Employee is intended to qualify as �Performance-based Compensation� under
Section 162(m) of the Code and the regulations promulgated thereunder (a �Performance-based Award�), such
Award shall comply with the provisions set forth below:

(a) Performance Criteria.    The performance criteria used in performance goals governing Performance-based
Awards granted to Covered Employees may include any or all of the following criteria at the Company,
Subsidiary, business unit or business segment level as appropriate: (i) the Company�s return on equity, assets,
capital or investment: (ii) pre-tax or after-tax profit levels; (iii) bookings or revenue growth; (iv) bookings or
revenues; (v) operating income as a percentage of sales; (vi) total shareholder return; (vii) changes in the market
price of the Stock; (viii) sales or market share; (ix) earnings per share; (x) improvements in operating margins;
(xi) operating cash flow or free cash flow; (xii) working capital improvements; and (xiii) design wins or entering
into contracts with key customers.

(b) Grant of Performance-based Awards.    With respect to each Performance-based Award granted to a Covered
Employee, the Committee shall select, within the first 90 days of a Performance Cycle (or, if shorter, within the
maximum period allowed under Section 162(m) of the Code) the performance criteria for such grant, and the
achievement targets with respect to each performance criterion (including a threshold level of performance below
which no amount will become payable with respect to such Award). Each Performance-based Award will specify
the amount payable, or the formula for determining the amount payable, upon achievement of the various
applicable performance targets. The performance criteria established by the Committee may be (but need not be)
different for each Performance Cycle and different goals may be applicable to Performance-based Awards to
different Covered Employees.

(c) Payment of Performance-based Awards.    Following the completion of a Performance Cycle, the Committee
shall meet to review and certify in writing whether, and to what extent, the performance criteria for the
Performance Cycle have been achieved and, if so, to also calculate and certify in writing the amount of the
Performance-based Awards earned for the Performance Cycle. The Committee shall then determine the actual
size of each Covered Employee�s Performance-based Award, and, in doing so, may reduce or eliminate the
amount of the Performance-based Award for a Covered Employee if, in its sole judgment, such reduction or
elimination is appropriate.

A-10

Edgar Filing: DineEquity, Inc - Form DEF 14A

Table of Contents 88



Table of Contents

(d) Maximum Award Payable.    The maximum Performance-based Award payable to any one Covered Employee
under the Plan for a Performance Cycle is 300,000 Shares (subject to adjustment as provided in Section 3(c)
hereof).

SECTION 10. TRANSFERABILITY OF AWARDS
(a) Transferability.    Except as provided in Section 10(b) below, during a grantee�s lifetime, his or her Awards
shall be exercisable only by the grantee, or by the grantee�s legal representative or guardian in the event of the
grantee�s incapacity. No Awards shall be sold, assigned, transferred or otherwise encumbered or disposed of by a
grantee other than by will or by the laws of descent and distribution or pursuant to a domestic relations order. No
Awards shall be subject, in whole or in part, to attachment, execution, or levy of any kind, and any purported
transfer in violation hereof shall be null and void.

(b) Committee Action.    Notwithstanding Section 10(a), the Administrator, in its discretion, may provide either in
the Award agreement regarding a given Award or by subsequent written approval that the grantee (who is an
employee or director) may transfer his or her Awards (other than any Incentive Stock Options) to his or her
immediate family members, to trusts for the benefit of such family members, or to partnerships in which such
family members are the only partners, provided that the transferee agrees in writing with the Company to be
bound by all of the terms and conditions of this Plan and the applicable Award.

(c) Family Member.    For purposes of Section 10(b), �family member� shall mean a grantee�s child, stepchild,
grandchild, parent, stepparent, grandparent, spouse, former spouse, sibling, niece, nephew, mother-in-law,
father-in-law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law, including adoptive relationships, any
person sharing the grantee�s household (other than a tenant of the grantee), a trust in which these persons (or the
grantee) have more than 50 percent of the beneficial interest, a foundation in which these persons (or the grantee)
control the management of assets, and any other entity in which these persons (or the grantee) own more than 50
percent of the voting interests.

(d) Designation of Beneficiary.    Each grantee to whom an Award has been made under the Plan may designate a
beneficiary or beneficiaries to exercise any Award or receive any payment under any Award payable on or after
the grantee�s death. Any such designation shall be on a form provided for that purpose by the Administrator and
shall not be effective until received by the Administrator. If no beneficiary has been designated by a deceased
grantee, or if the designated beneficiaries have predeceased the grantee, the beneficiary shall be the grantee�s
estate.

SECTION 11. TAX WITHHOLDING
(a) Payment by Grantee.    Each grantee shall, no later than the date as of which the value of an Award or of any
Stock or other amounts received thereunder first becomes includable in the gross income of the grantee for
Federal income tax purposes, pay to the Company, or make arrangements satisfactory to the Administrator
regarding payment of, any Federal, state, or local taxes of any kind required by law to be withheld by the
Company with respect to such income. The Company and its Subsidiaries shall, to the extent permitted by law,
have the right to deduct any such taxes from any payment of any kind otherwise due to the grantee. The
Company�s obligation to deliver evidence of book entry (or stock certificates) to any grantee is subject to and
conditioned on tax withholding obligations being satisfied by the grantee.
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(b) Payment in Stock.    Subject to approval by the Administrator, a grantee may elect to have the Company�s
minimum required tax withholding obligation satisfied, in whole or in part, by (i) authorizing the Company to
withhold from shares of Stock to be issued pursuant to any Award a number of shares with an aggregate Fair
Market Value (as of the date the withholding is effected) that would satisfy the withholding amount due, or
(ii) transferring to the Company shares of Stock owned by the grantee with an aggregate Fair Market Value (as of
the date the withholding is effected) that would satisfy the withholding amount due.

SECTION 12. CHANGE OF CONTROL
(a) Occurrence of Change of Control.    If within six months following the consummation of a Change of Control
of the Company, as defined in Section 12(b)(i), the employment of a grantee with a minimum of six months of
service with the Company or any of its Subsidiaries as of the effective date of such Change of Control (the
�Effective Date�) is involuntarily terminated, then (i) if such Change in Control does not constitute a Sale Event,
50% of the unvested Awards of such grantee will automatically be fully vested, (ii) if such Change in Control
constitutes a Sale Event and provision is made for the assumption or continuation of Awards hereunder, or the
substitution of such Awards with new Awards of the successor entity or parent thereof, 50% of the unvested
assumed, continued or substituted Awards will automatically be fully vested, and (iii) if such Change in Control
constitutes a Sale Event and provision is not made for the assumption, continuation or substitution of Awards
hereunder, such that all of the unvested Awards of such grantee terminated upon consummation of the Sale Event
without any payment with respect thereto, the grantee will be entitled to receive a cash payment equal to the
difference between (x) the Sale Price multiplied by the number of shares of Stock subject to 50% of such grantee�s
unvested Awards as of the consummation of the Sale Event and (y) the aggregate exercise price of such unvested
Awards. Notwithstanding the foregoing, in the event that the fair market value (less any exercise price) of the
Awards subject to automatic vesting or any cash payment to which the grantee may become entitled in
accordance with the preceding sentence exceeds $25,000 as of the date of termination of employment, then such
vesting or payment shall be conditioned upon the grantee executing and failing to revoke during any applicable
revocation period a general release of all claims against the Company and its Subsidiaries and affiliates in a form
acceptable to the Company or its successor within 60 days of such termination. For purposes hereof, a grantee�s
employment with the Company or any Subsidiary is considered �involuntarily terminated� if the Company or any
Subsidiary terminates such grantee�s employment with the Company or such Subsidiary without Cause, as defined
in Section 12(b)(ii), or such grantee resigns his or her employment with the Company or such Subsidiary for
Good Reason, as defined in Section 12(b)(iii). Notwithstanding the foregoing, in the event the Change of Control
of the Company is not approved by the Board of Directors, all of the outstanding Awards will automatically
become fully vested upon the consummation of the Change of Control of the Company. Further, all of the
outstanding Awards held by Non-Employee Directors will automatically become fully vested upon the
consummation of a Change of Control of the Company.

(b) Definitions.    For purposes of the Plan:

(i) A �Change of Control of the Company� shall be deemed to have occurred upon the occurrence of any of
the following events:

(A) any �Person,� as such term is used in Sections 13(d) and 14(d) of the Exchange Act (other than the Company,
any of its subsidiaries, or any trustee, fiduciary or other person or entity holding securities under any employee
benefit plan or trust of the Company or any of its subsidiaries), together with all �affiliates� and �associates� (as such
terms are defined in Rule 12b-2 under the Exchange Act) of such person, shall become the �beneficial owner� (as
such term is defined in Rule 13d-3 under the Exchange Act), directly or

A-12

Edgar Filing: DineEquity, Inc - Form DEF 14A

Table of Contents 90



Table of Contents

indirectly, of securities of the Company representing 50 percent or more of the combined voting power of the
Company�s then outstanding securities having the right to vote in an election of the Company�s Board of Directors
(�Voting Securities�) (in such case other than as a result of an acquisition of securities directly from the Company
or an acquisition of securities involving a Corporate Transaction of the type described in the exclusion set forth in
clause (C) below); or

(B) persons who, as of the date hereof, constitute the Company�s Board of Directors (the �Incumbent Directors�)
cease for any reason, including, without limitation, as a result of a tender offer, proxy contest, merger or similar
transaction, to constitute at least a majority of the Board, provided that any person becoming a director of the
Company subsequent to the date hereof shall be considered an Incumbent Director if such person�s election was
approved by or such person was nominated for election by either (x) a vote of at least a majority of the Incumbent
Directors or (y) a vote of at least a majority of the Incumbent Directors who are members of a nominating
committee comprised, in the majority, of Incumbent Directors; but provided further, that any such person whose
initial assumption of office is in connection with an actual or threatened election contest relating to the election of
members of the Board of Directors or other actual or threatened solicitation of proxies or consents by or on behalf
of a Person other than the Board, including by reason of agreement intended to avoid or settle any such actual or
threatened contest or solicitation, shall not be considered an Incumbent Director; or

(C) the consummation of a consolidation, merger or consolidation or sale or other disposition of all or
substantially all of the assets of the Company (a �Corporate Transaction�); excluding, however, a Corporate
Transaction in which the shareholders of the Company immediately prior to the Corporate Transaction, would,
immediately after the Corporate Transaction, beneficially own (as such term is defined in Rule 13d-3 under the
Exchange Act), directly or indirectly, shares representing in the aggregate more than 50 percent of the voting
shares of the corporation issuing cash or securities in the Corporate Transaction (or of its ultimate parent
corporation, if any).

Notwithstanding the foregoing, a �Change of Control of the Company� shall not be deemed to have occurred for
purposes of the foregoing clause (A) solely as the result of an acquisition of securities by the Company that, by
reducing the number of shares of Voting Securities outstanding, increases the proportionate number of shares of
Voting Securities beneficially owned by any person to 50 percent or more of the combined voting power of all
then outstanding Voting Securities; provided, however, that if any person referred to in this sentence shall
thereafter become the beneficial owner of any additional shares of Voting Securities (other than pursuant to a
stock split, stock dividend, or similar transaction or as a result of an acquisition of securities directly from the
Company) and immediately thereafter beneficially owns 50 percent or more of the combined voting power of all
then outstanding Voting Securities, then a �Change of Control of the Company� shall be deemed to have occurred
for purposes of the foregoing clause (A).

(ii) �Cause� shall mean (A) conduct by the grantee constituting a material act of willful misconduct in
connection with the performance of his or her duties, including, without limitation, misappropriation of
funds or property of the Company or any of its Subsidiaries other than the occasional, customary and de
minimis use of the Company or its Subsidiaries� property for personal purposes; (B) the commission by
the grantee of any felony or a misdemeanor involving moral turpitude, deceit, dishonesty or fraud, or
any conduct by the grantee that would reasonably be expected to result in material injury to the
Company or any of its Subsidiaries; (C) the grantee�s willful and continued failure to perform his or her
duties with the Company and its Subsidiaries (other than any failure resulting from incapacity due to
physical or mental illness), which continues 30 days after a written demand of performance is
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delivered to the grantee by any Senior Vice President or Vice President of the Company, which
identifies the manner in which such person believes that the grantee has not performed his or her duties;
(D) a violation by the grantee of the employment policies of the Company and its Subsidiaries which has
continued following written notice of such violation from any Senior Vice President or Vice President of
the Company; or (E) the grantee�s willful failure to cooperate with a bona fide internal investigation or an
investigation by regulatory or law enforcement authorities, after being instructed by the Company or any
of its Subsidiaries to cooperate, or the willful destruction or failure to preserve documents or other
materials known to be relevant to such investigation or the willful inducement of others to fail to
cooperate or to produce documents or other materials.

(iii) �Good Reason� shall mean (A) a reduction in the grantee�s annual cash base salary as in effect on the
Effective Date, except for across-the-board reductions similarly affecting all or substantially all
Company employees; or (B) a relocation whereby the Company or any Subsidiary requires the grantee
to be principally based at any office or location that is more than 50 miles from the grantee�s office on
the Effective Date; provided that the reasons set forth above will not constitute �Good Reason� unless,
within 30 days after the first occurrence of such Good Reason event, the grantee shall have given written
notice to the Company specifically identifying the event that the grantee believes constitutes Good
Reason and the Company, or, if applicable, its Subsidiary, has not remedied such event within a
reasonable cure period of not less than 30 days after the Company�s receipt of such notice.

SECTION 13. ADDITIONAL CONDITIONS APPLICABLE TO NONQUALIFIED DEFERRED
COMPENSATION UNDER SECTION 409A.

In the event any Stock Option or Stock Appreciation Right under the Plan is granted with an exercise price of less
than 100 percent of the Fair Market Value on the date of grant (regardless of whether or not such exercise price is
intentionally or unintentionally priced at less than Fair Market Value), or such grant is materially modified and
deemed a new grant at a time when the Fair Market Value exceeds the exercise price, or any other Award is
otherwise determined to constitute �nonqualified deferred compensation� within the meaning of Section 409A of
the Code (a �409A Award�), the following additional conditions shall apply and shall supersede any contrary
provisions of this Plan or the terms of any agreement relating to such 409A Award.

(a) Exercise and Distribution.    Except as provided in Section 13(b) hereof, no 409A Award shall be exercisable
or distributable earlier than upon one of the following:

(i) Specified Time.    A specified time or a fixed schedule set forth in the written instrument evidencing the
409A Award.

(ii) Separation from Service.    Separation from service (within the meaning of Section 409A) by the 409A
Award grantee; provided, however, that if the 409A Award grantee is a �key employee� (as defined in
Section 416(i) of the Code without regard to paragraph (5) thereof) and any of the Company�s Stock is
publicly traded on an established securities market or otherwise, exercise or distribution under this
Section 13(a)(ii) may not be made before the date that is six months after the date of separation from
service.

(iii) Death.    The date of death of the 409A Award grantee.

(iv) Disability.    The date the 409A Award grantee becomes disabled (within the meaning of
Section 13(c)(ii) hereof).
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(v) Unforeseeable Emergency.    The occurrence of an unforeseeable emergency (within the meaning of
Section 13(c)(iii) hereof), but only if the net value (after payment of the exercise price) of the number of
shares of Stock that become issuable does not exceed the amounts necessary to satisfy such emergency
plus amounts necessary to pay taxes reasonably anticipated as a result of the exercise, after taking into
account the extent to which the emergency is or may be relieved through reimbursement or
compensation by insurance or otherwise or by liquidation of the grantee�s other assets (to the extent such
liquidation would not itself cause severe financial hardship).

(vi) Change in Control Event.    The occurrence of a Change in Control Event (within the meaning of
Section 13(c)(i) hereof), including the Company�s discretionary exercise of the right to accelerate vesting
of such grant upon a Change in Control Event or to terminate the Plan or any 409A Award granted
hereunder within 12 months of the Change in Control Event.

(b) No Acceleration.    A 409A Award may not be accelerated or exercised prior to the time specified in
Section 13(a) hereof, except in the case of one of the following events:

(i) Domestic Relations Order.    The 409A Award may permit the acceleration of the exercise or
distribution time or schedule to an individual other than the grantee as may be necessary to comply with
the terms of a domestic relations order (as defined in Section 414(p)(1)(B) of the Code).

(ii) Conflicts of Interest.    The 409A Award may permit the acceleration of the exercise or distribution time
or schedule as may be necessary to comply with the terms of a certificate of divestiture (as defined in
Section 1043(b)(2) of the Code).

(iii) Change in Control Event.    The Administrator may exercise the discretionary right to accelerate the
vesting of such 409A Award upon a Change in Control Event or to terminate the Plan or any 409A
Award granted thereunder within 12 months of the Change in Control Event and cancel the 409A Award
for compensation.

(c) Definitions. Solely for purposes of this Section 13 and not for other purposes of the Plan, the following terms
shall be defined as set forth below:

(i) �Change in Control Event� means the occurrence of a change in the ownership of the Company, a change
in effective control of the Company, or a change in the ownership of a substantial portion of the assets of
the Company (as defined in regulations promulgated under Section 409A).

(ii) �Disabled� means a grantee who (i) is unable to engage in any substantial gainful activity by
reason of any medically determinable physical or mental impairment that can be expected to
result in death or can be expected to last for a continuous period of not less than 12 months, or
(ii) is, by reason of any medically determinable physical or mental impairment that can be
expected to result in death or can be expected to last for a continuous period of not less than 12
months, receiving income replacement benefits for a period of not less than three months under
an accident and health plan covering employees of the Company or its Subsidiaries.

(iii) �Unforeseeable Emergency� means a severe financial hardship to the grantee resulting from an illness or
accident of the grantee, the grantee�s spouse, or a dependent (as defined in Section 152(a) of the Code) of
the grantee, loss of the grantee�s property due to casualty, or similar extraordinary and unforeseeable
circumstances arising as a result of events beyond the control of the grantee.
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SECTION 14. TRANSFER, LEAVE OF ABSENCE, ETC.
For purposes of the Plan, the following events shall not be deemed a termination of employment:

(a) a transfer to the employment of the Company from a Subsidiary or from the Company to a Subsidiary, or from
one Subsidiary to another; or

(b) an approved leave of absence for military service or sickness, or for any other purpose approved by the
Company, if the employee�s right to re-employment is guaranteed either by a statute or by contract or under the
policy pursuant to which the leave of absence was granted or if the Administrator otherwise so provides in
writing.

SECTION 15. AMENDMENTS AND TERMINATION
The Board may, at any time, amend or discontinue the Plan and the Administrator may, at any time, amend or
cancel any outstanding Award for the purpose of satisfying changes in law or for any other lawful purpose, but no
such action shall adversely affect rights under any outstanding Award without the holder�s consent. Except as
provided in Section 3(c) or 3(d), in no event may the Administrator exercise its discretion to reduce the exercise
price of outstanding Stock Options or Stock Appreciation Rights or effect repricing through cancellation and
re-grants unless the Administrator proposes for shareholder vote, and shareholders approve, such reduction or
such cancellation and re-grant. Any material Plan amendments (other than amendments that curtail the scope of
the Plan), including any Plan amendments that (i) increase the number of shares reserved for issuance under the
Plan, (ii) expand the type of Awards available under, materially expand the eligibility to participate in, or
materially extend the term of, the Plan, or (iii) materially change the method of determining Fair Market Value,
shall be subject to approval by the Company shareholders entitled to vote at a meeting of shareholders. In
addition, to the extent determined by the Administrator to be required by the Code to ensure that Incentive Stock
Options granted under the Plan are qualified under Section 422 of the Code or to ensure that compensation earned
under Awards qualifies as performance-based compensation under Section 162(m) of the Code, Plan amendments
shall be subject to approval by the Company shareholders entitled to vote at a meeting of shareholders. Nothing in
this Section 15 shall limit the Administrator�s authority to take any action permitted pursuant to Section 3(c) or
3(d).

SECTION 16.STATUS OF PLAN
With respect to the portion of any Award that has not been exercised and any payments in cash, Stock or other
consideration not received by a grantee, a grantee shall have no rights greater than those of a general creditor of
the Company unless the Administrator shall otherwise expressly determine in connection with any Award or
Awards. In its sole discretion, the Administrator may authorize the creation of trusts or other arrangements to
meet the Company�s obligations to deliver Stock or make payments with respect to Awards hereunder, provided
that the existence of such trusts or other arrangements is consistent with the foregoing sentence.

SECTION 17.GENERAL PROVISIONS
(a) No Distribution; Compliance with Legal Requirements.    The Administrator may require each person
acquiring Stock pursuant to an Award to represent to and agree with the Company in writing that such person is
acquiring the shares without a view to distribution thereof.
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No shares of Stock shall be issued pursuant to an Award until all applicable securities law and other legal and
stock exchange or similar requirements have been satisfied. The Administrator may require the placing of such
stop-orders and restrictive legends on certificates for Stock and Awards as it deems appropriate.

(b) Delivery of Stock Certificates.    Stock certificates to grantees under this Plan shall be deemed delivered for all
purposes when the Company or a stock transfer agent of the Company shall have mailed such certificates in the
United States mail, addressed to the grantee, at the grantee�s last known address on file with the Company.
Uncertificated Stock shall be deemed delivered for all purposes when the Company or a Stock transfer agent of
the Company shall have given to the grantee by electronic mail (with proof of receipt) or by United States mail,
addressed to the grantee, at the grantee�s last known address on file with the Company, notice of issuance and
recorded the issuance in its records (which may include electronic �book entry� records). Stock Certificates or
uncertified Stock for any Restricted Stock Award shall be delivered to the Secretary of the Company to be held in
escrow until the Award becomes vested.

(c) Other Compensation Arrangements; No Employment Rights.    Nothing contained in this Plan shall prevent
the Board from adopting other or additional compensation arrangements, including trusts, and such arrangements
may be either generally applicable or applicable only in specific cases. The adoption of this Plan and the grant of
Awards do not confer upon any employee any right to continued employment with the Company or any
Subsidiary.

(d) Trading Policy Restrictions.    Option exercises and other Awards under the Plan shall be subject to such
Company�s applicable insider trading policy and procedures, as in effect from time to time.

SECTION 18. EFFECTIVE DATE OF PLAN
This Plan shall become effective upon approval by the holders of a majority of the votes cast at a meeting of
shareholders at which a quorum is present. Subject to such approval by the shareholders and to the requirement
that no Stock may be issued hereunder prior to such approval, Stock Options and other Awards may be granted
hereunder on and after adoption of this Plan by the Board. No grants of Stock Options and other Awards may be
made hereunder after November 17, 2018 and no grants of Incentive Stock Options may be made hereunder after
the tenth (10 th ) anniversary of the date the restated Plan is approved by the Board.

SECTION 19.GOVERNING LAW
This Plan and all Awards and actions taken thereunder shall be governed by, and construed in accordance with,
the laws of the Commonwealth of Massachusetts, applied without regard to conflict of law principles.

DATE INITIALLY APPROVED BY BOARD OF DIRECTORS: September 14, 2005

DATE INITIALLY APPROVED BY SHAREHOLDERS: November 14, 2005

DATE RESTATEMENT APPROVED BY BOARD OF DIRECTORS: October 10, 2008

DATE RESTATEMENT APPROVED BY SHAREHOLDERS: November 17, 2008

DATE AMENDED: April 22, 2009

DATE RESTATEMENT APPROVED BY THE BOARD OF DIRECTORS: September 14, 2009

DATE RESTATEMENT APPROVED BY SHAREHOLDERS:                     , 2009
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Appendix B

MERCURY COMPUTER SYSTEMS, INC.

1997 EMPLOYEE STOCK PURCHASE PLAN

(as amended and restated through September 14, 2009)

1. PURPOSE.
It is the purpose of this 1997 Employee Stock Purchase Plan to provide a means whereby eligible employees may
purchase Common Stock of Mercury Computer Systems, Inc. (the �Company�) and any subsidiaries as defined
below through after-tax payroll deductions. It is intended to provide a further incentive for employees to promote
the best interests of the Company and to encourage stock ownership by employees in order that they may
participate in the Company�s economic growth.

It is the intention of the Company that the Plan qualify as an �employee stock purchase plan� within the meaning of
Section 423 of the Internal Revenue Code and the provisions of this Plan shall be construed in a manner
consistent with the Code and Treasury Regulations promulgated thereunder.

2. DEFINITIONS.
The following words or terms, when used herein, shall have the following respective meanings:

(a) �Plan� shall mean the 1997 Employee Stock Purchase Plan.

(b) �Company� shall mean Mercury Computer Systems, Inc., a Massachusetts corporation.

(c) �Account� shall mean the Employee Stock Purchase Account established for a Participant under Section 7
hereunder.

(d) �Basic Compensation� shall mean the regular rate of salary or wages in effect during a Purchase Period,
before any deductions or withholdings, and including overtime, bonuses and sales commissions, but
excluding amounts paid in reimbursement of expenses.

(e) �Board of Directors� shall mean the Board of Directors of Mercury Computer Systems, Inc.

(f) �Code� shall mean the Internal Revenue Code of 1986, as amended.

(g) �Committee� shall mean the Compensation Committee appointed by the Board of Directors.
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(h) �Common Stock� shall mean shares of the Company�s common stock, $.01 par value per share.

(i) �Eligible Employees� shall mean all persons employed by the Company or its Subsidiaries, but excluding:

(1) Persons whose customary employment is less than twenty hours per week or five months or less
per year; and

(2) Persons who are deemed for purposes of Section 423(b)(3) of the Code to own stock possessing
5% or more of the total combined voting power or value of all classes of stock of the Company or
a subsidiary.

For purposes of the Plan, employment will be treated as continuing intact while a Participant is on military leave,
sick leave, or other bona fide leave of absence, for up to 90 days or so long as the Participant�s right to
re-employment is guaranteed either by statute or by contract, if longer than 90 days.
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(j) �Exercise Date� shall mean the last day of a Purchase Period; provided, however, that if such date is not a
business day, �Exercise Date� shall mean the immediately preceding business day.

(k) �Participant� shall mean an Eligible Employee who elects to participate in the Plan under Section 6
hereunder.

(l) There shall be two �Purchase Periods� in each full calendar year during which the Plan is in effect, one
commencing on January 1 of each calendar year and continuing through June 30 of such calendar year,
and the second commencing on July 1 of each calendar year and continuing through December 31 of
such calendar year. The last Purchase Period shall commence on July 1, 2016 and end on December 31,
2016.

(m) �Purchase Price� shall mean the lower of (i) 85% of the fair market value of a share of Common Stock for
the first business day of the relevant Purchase Period, or (ii) 85% of such value on the relevant Exercise
Date. If the shares of Common Stock are listed on any national securities exchange, including without
limitation the Nasdaq Stock Market, the fair market value per share of Common Stock on a particular
day shall be the closing price, if any, on the largest such exchange on such day, and, if there are no sales
of the shares of Common Stock on such particular day, the fair market value of a share of Common
Stock shall be determined by taking the weighted average of the means between the highest and lowest
sales on the nearest date before and the nearest date after the particular day in accordance with Treasury
Regulations Section 25.2512-2. If the shares of Common Stock are not then listed on any such exchange,
the fair market value per share of Common Stock on a particular day shall be the mean between the
closing �Bid� and the closing �Asked� prices, if any, as reported in the National Daily Quotation Service for
such day. If the fair market value cannot be determined under the preceding sentences, it shall be
determined in good faith by the Board of Directors.

(n) �Subsidiary� shall mean any present or future corporation which (i) would be a �subsidiary corporation� of
the Company as that term is defined in Section 424(f) of the Code and (ii) is designated as a
participating employer in the Plan by the Board.

3. GRANT OF OPTION TO PURCHASE SHARES.
Each Eligible Employee shall be granted an option effective on the first business day of each Purchase Period to
purchase shares of Common Stock. The term of the option shall be the length of the Purchase Period. The number
of shares subject to each option shall be the quotient of the aggregate payroll deductions in the Purchase Period
authorized by each Participant in accordance with Section 6 divided by the Purchase Price, but in no event greater
than 833 shares per option, or such other number as determined from time to time by the Board of Directors or
the Committee (the �Share Limitation�). Notwithstanding the foregoing, no employee shall be granted an option
which permits his right to purchase shares under the Plan to accrue at a rate which exceeds in any one calendar
year $25,000 of the fair market value of the Common Stock as of the date the option to purchase is granted.

4. SHARES.
There shall be 1,100,000 shares of Common Stock reserved for issuance to and purchase by Participants under the
Plan, subject to adjustment as herein provided. The shares of Common Stock subject to the Plan shall be either
shares of authorized but unissued Common Stock or shares of Common Stock reacquired by the Company and
held as treasury shares. Shares of Common Stock not purchased under an option terminated pursuant to the
provisions of the Plan may again be subject to options granted under the Plan.
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The aggregate number of shares of Common Stock which may be purchased pursuant to options granted
hereunder, the number of shares of Common Stock covered by each outstanding option, and the purchase price
for each such option shall be appropriately adjusted for any increase or decrease in the number of outstanding
shares of Common Stock resulting from a stock split or other subdivision or consolidation of shares of Common
Stock or for other capital adjustments or payments of stock dividends or distributions or other increases or
decreases in the outstanding shares of Common Stock effected without receipt of consideration by the Company.

5. ADMINISTRATION.
The Plan shall be administered by the Board of Directors or the Compensation Committee appointed from time to
time by the Board of Directors. The Board of Directors or the Committee, if one has been appointed, is vested
with full authority to make, administer and interpret such equitable rules and regulations regarding the Plan as it
may deem advisable. The Board of Directors�, or the Committee�s, if one has been appointed, determinations as to
the interpretation and operation of the Plan shall be final and conclusive. No member of the Board of Directors or
the Committee shall be liable for any action or determination made in good faith with respect to the Plan or any
option granted under the Plan.

6. ELECTION TO PARTICIPATE.
An Eligible Employee may elect to become a Participant in the Plan for a Purchase Period by completing a �Stock
Purchase Agreement� form prior to the first day of the Purchase Period for which the election is made. Such Stock
Purchase Agreement shall be in such form as shall be determined by the Board of Directors or the Committee.
The election to participate shall be effective for the Purchase Period for which it is made. There is no limit on the
number of Purchase Periods for which an Eligible Employee may elect to become a Participant in the Plan. In the
Stock Purchase Agreement, the Eligible Employee shall authorize regular payroll deductions of any full
percentage of his Basic Compensation, but in no event less than one percent (1%) nor more than ten percent
(10%) of his Basic Compensation, not to exceed $25,000 per year. An Eligible Employee may not change his
authorization except as otherwise provided in Section 9. Options granted to Eligible Employees who have failed
to execute a Stock Purchase Agreement within the time periods prescribed in the Plan will automatically lapse.

7. EMPLOYEE STOCK PURCHASE AGREEMENT.
An Employee Stock Purchase Account will be established for each Participant in the Plan for bookkeeping
purposes, and payroll deductions made under Section 6 will be credited to such Accounts. However, prior to the
purchase of shares in accordance with Section 8 or withdrawal from or termination of the Plan in accordance with
provisions hereof, the Company may use for any valid corporate purpose all amounts deducted from a
Participant�s wages under the Plan and credited for bookkeeping purposes to his Account.

The Company shall be under no obligation to pay interest on funds credited to a Participant�s Account, whether
upon purchase of shares in accordance with Section 8 or upon distribution in the event of withdrawal from or
termination of the Plan as herein provided.

8. PURCHASE OF SHARES.
Each Eligible Employee who is a Participant in the Plan automatically and without any act on his part will be
deemed to have exercised his option on each Exercise Date to the extent that the balance then in his Account
under the Plan is sufficient to purchase at the Purchase Price whole shares of the Common Stock subject to his
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option, subject to the Share Limitation and the Section 423(b)(8) limitation described in Section 3. Any balance
remaining in the Participant�s Account shall be retained in the Participant�s Account and added to the aggregate
payroll deductions during the next Purchase Period for purposes of determining the number of shares which may
be acquired by such Participant pursuant to Section 3, unless a refund is requested by the Participant. No interest
shall be paid on the balance remaining in any Participant�s Account.

9. WITHDRAWAL.
A Participant who has elected to authorize payroll deductions for the purchase of shares of Common Stock may
cancel his election by written notice of cancellation (�Cancellation�) delivered to the office or person designated by
the Company to receive Stock Purchase Agreements, but any such notice of Cancellation must be so delivered not
later than ten (10) days before the relevant Exercise Date.

A Participant will receive in cash, as soon as practicable after delivery of the notice of Cancellation, the amount
credited to his Account. Any Participant who so withdraws from the Plan may again become a Participant at the
start of the next Purchase Period in accordance with Section 6.

Upon dissolution or liquidation of the Company every option outstanding hereunder shall terminate, in which
event each Participant shall be refunded the amount of cash then in his Account. If the Company shall at any time
merge into or consolidate with another corporation, the holder of each option then outstanding will thereafter be
entitled to receive at the next Exercise Date, upon exercise of such option and for each share as to which such
option was exercised, the securities or property which a holder of one share of Common Stock was entitled upon
and at such time of such merger or consolidation. In accordance with this paragraph and this Plan, the Board of
Directors or Compensation Committee, if any, shall determine the kind or amount of such securities or property
which such holder of an option shall be entitled to receive. A sale of all or substantially all of the assets of the
Company shall be deemed a merger or consolidation for the foregoing purposes.

10. ISSUANCE OF STOCK CERTIFICATES.
The shares of Common Stock purchased by a Participant shall, for all purposes, be deemed to have been issued
and sold at the close of business on the Exercise Date. Prior to that date none of the rights or privileges of a
shareholder of the Company, including the right to vote or receive dividends, shall exist with respect to such
shares.

Within a reasonable time after the Exercise Date, the Company shall notify the transfer agent and registrar of the
Common Stock of the Participant�s ownership of the number of shares of Common Stock purchased by a
Participant for the Purchase Period, which shall be registered either in the Participant�s name or jointly in the
names of the Participant and his spouse with right of survivorship as the Participant shall designate in his Stock
Purchase Agreement. Such designation may be changed at any time by filing notice thereof with the party
designated by the Company to receive such notices.

11. TERMINATION OF EMPLOYMENT.

(a) Upon a Participant�s termination of employment for any reason, other than death, no payroll deduction
may be made from any compensation due him and the entire balance credited to his Account shall be
automatically refunded, and his rights under the Plan shall terminate.
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(b) Upon the death of a Participant, no payroll deduction shall be made from any compensation due him at
time of death, the entire balance in the deceased Participant�s Account shall be paid in cash to the
Participant�s designated beneficiary, if any, under a group insurance plan of the Company covering such
employee, or otherwise to his estate, and his rights under the Plan shall terminate.

12. RIGHTS NOT TRANSFERABLE.
The right to purchase shares of Common Stock under this Plan is exercisable only by the Participant during his
lifetime and is not transferable by him. If a Participant attempts to transfer his right to purchase shares under the
Plan, he shall be deemed to have requested withdrawal from the Plan and the provisions of Section 9 hereof shall
apply with respect to such Participant.

13. NO GUARANTEE OF CONTINUED EMPLOYMENT.
Granting of an option under this Plan shall imply no right of continued employment with the Company for any
Eligible Employee.

14. NOTICE.
Any notice which an Eligible Employee or Participant files pursuant to this Plan shall be in writing and shall be
delivered personally or by mail addressed to Mercury Computer Systems, Inc., 201 Riverneck Road, Chelmsford,
MA 01824, Attn: ESPP Administrator. Any notice to a Participant or an Eligible Employee shall be
conspicuously posted in the Company�s principal office or shall be mailed addressed to the Participant or Eligible
Employee at the address designated in the Stock Purchase Agreement or in a subsequent writing.

15. APPLICATION OF FUNDS.
All funds deducted from a Participant�s wages in payment for shares purchased or to be purchased under this Plan
may be used for any valid corporate purpose provided that the Participant�s Account shall be credited with the
amounts of all payroll deductions as provided in Section 7.

16. GOVERNMENT APPROVALS OR CONSENTS.
This Plan and any offering and sales to Eligible Employees under it are subject to any governmental approvals or
consents that may be or become applicable in connection therewith. Subject to the provisions of Section 17, the
Board of Directors of the Company may make such changes in the Plan and include such terms in any offering
under this Plan as may be necessary or desirable, in the opinion of counsel, to comply with the rules or
regulations of any governmental authority, or to be eligible for tax benefits under the Code or the laws of any
state.

17. AMENDMENT OF THE PLAN.
The Board of Directors may, without the consent of the Participants, amend the Plan at any time, provided that no
such action shall adversely affect options theretofore granted hereunder, and provided that no such action by the
Board of Directors without approval of the Company�s shareholders may (a) increase the total number of shares of
Common Stock which may be purchased by all Participants, (b) change the class of employees eligible
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to receive options under the Plan, or (c) make any changes to the Plan which require shareholder approval under
applicable law or regulations, including Section 423 of the Code and the regulations promulgated thereunder.

For purposes of this Section 17, termination of the Plan by the Board of Directors pursuant to Section 18 shall not
be deemed to be an action which adversely affects options theretofore granted hereunder.

18. TERM OF THE PLAN.
The Plan shall become effective on the Effective Date, provided that it is approved within twelve months after
adoption by the Board of Directors by the affirmative vote of holders of a majority of the stock of the Company
present or represented and entitled to vote at a duly held shareholders� meeting. The Plan shall continue in effect
through December 31, 2016, provided, however, that the Board of Directors shall have the right to terminate the
Plan at any time, but such termination shall not affect options then outstanding under the Plan. It will terminate in
any case when all or substantially all of the unissued shares of Common Stock reserved for the purposes of the
Plan have been purchased. If at any time shares of Common Stock reserved for the purposes of the Plan remain
available for purchase but not in sufficient number to satisfy all then unfilled purchase requirements, the available
shares shall be apportioned among Participants in proportion to the amount of payroll deductions accumulated on
behalf of each Participant that would otherwise be used to purchase Common Stock and the Plan shall terminate.
Upon such termination or any other termination of the Plan, all payroll deductions not used to purchase stock will
be refunded, without interest.

19. NOTICE TO COMPANY OF DISQUALIFYING DISPOSITION.
By electing to participate in the Plan, each Participant agrees to notify the Company in writing immediately after
the Participant transfers Common Stock acquired under the Plan, if such transfer occurs within two years after the
first business day of the Purchase Period in which such Common Stock was acquired. Each Participant further
agrees to provide any information about such a transfer as may be requested by the Company or any subsidiary
corporation in order to assist it in complying with the tax laws. Such dispositions generally are treated as
�disqualifying dispositions� under Sections 421 and 424 of the Code, which have certain tax consequences to
Participants and to the Company and its participating Subsidiaries. The Participant acknowledges that the
Company may send a Form W-2, or substitute therefor, as appropriate, to the Participant with respect to any
income recognized by the Participant upon a disqualifying disposition of Common Stock.

20. WITHHOLDING OF ADDITIONAL INCOME TAXES.
By electing to participate in the Plan, each Participant acknowledges that the Company and its participating
Subsidiaries are required to withhold taxes with respect to the amounts deducted from the Participant�s
compensation and accumulated for the benefit of the Participant under the Plan and each Participant agrees that
the Company and its participating Subsidiaries may deduct additional amounts from the Participant�s
compensation, when amounts are added to the Participant�s account, used to purchase Common Stock or refunded,
in order to satisfy such withholding obligations.
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21. GENERAL.
Whenever the context of this Plan permits, the masculine gender shall include the feminine and neuter genders.

Approved by the Board of Directors: November 19, 1997; June 15, 1998; June 11, 1999; April 17, 2001;
June 20, 2005; July 24, 2006; September 14, 2009

Approved by the Shareholders: December 18, 1997; November 13, 2006;                     , 2009
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Appendix C

MERCURY COMPUTER SYSTEMS, INC.

ANNUAL EXECUTIVE BONUS PLAN � CORPORATE FINANCIAL PERFORMANCE

SECTION 1

BACKGROUND, PURPOSE, AND DURATION

1.1 Effective Date.    The Plan is effective as of July 28, 2009, subject to ratification by an affirmative vote of a
majority of the Shares cast on the matter at the 2009 Annual Meeting of Shareholders of the Company.

1.2 Purpose of the Plan.    The Plan is intended to increase shareholder value and the success of the Company by
motivating Participants to (a) perform to the best of their abilities, and (b) achieve the Company�s financial
objectives. The Plan�s goals are to be achieved by providing Participants with the opportunity to earn incentive
awards for the annual achievement and over-achievement of goals relating to the financial performance of the
Company. The Plan is intended to permit the payment of bonuses that qualify as performance-based
compensation under Section 162(m) of the Code.

SECTION 2

DEFINITIONS

The following words and phrases shall have the following meanings unless a different meaning is plainly required
by the context:

�Actual Bonus� means, as to any Performance Period, the actual annual bonus (if any) payable to a Participant for
the Performance Period pursuant to Section 4.3(a). Each Actual Bonus is determined by the Payout Formula for
the Performance Period, subject to the Committee�s authority under Section 3.5 to eliminate or reduce the bonus
otherwise determined by the Payout Formula.

�Affiliate� means any corporation or other entity controlled by the Company.

�Banked Portion� means a percentage of each Over-Achievement Award to be determined by the Committee prior
to the Determination Date. The Banked Portion shall be paid on a delayed, multi-year basis following the
Performance Period during which such portion was earned as provided in Section 4.3(b).

�Board� means the Board of Directors of the Company.

�Cash Position� means the Company�s level of cash and cash equivalents as of a specified date, determined in
accordance with generally accepted accounting principles.

�Cause� means (a) the willful and continued failure by the Participant (other than any such failure resulting from
(i) the Participant�s incapacity due to physical or mental illness, (ii) any such actual or anticipated failure after the
issuance of a notice of termination by the Participant for Good Reason, or (iii) the Company�s active or passive
obstruction of the performance of the Participant�s duties and responsibilities) to perform substantially
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the duties and responsibilities of the Participant�s position with the Company after a written demand for
substantial performance is delivered to the Participant by the Board, which demand specifically identifies the
manner in which the Board believes that the Participant has not substantially performed such duties or
responsibilities, (b) the conviction of the Participant by a court of competent jurisdiction for felony criminal
conduct or a plea of nolo contendere to a felony, or (c) the willful engaging by the Participant in fraud,
dishonesty, or other misconduct which is demonstrably and materially injurious to the Company or its reputation,
monetarily or otherwise. No act, or failure to act, on the Participant�s part shall be deemed �willful� unless
committed or omitted by the Participant in bad faith and without a reasonable belief that the Participant�s act or
failure to act was in, or not opposed to, the best interest of the Company.

�Code� means the Internal Revenue Code of 1986, as amended. Reference to a specific section of the Code or
regulation thereunder shall include such section or regulation, any valid regulation promulgated thereunder, and
any comparable provision of any future legislation or regulation amending, supplementing or superseding such
section or regulation.

�Committee� means the Compensation Committee of the Board or any successor committee to the Compensation
Committee.

�Company� means Mercury Computer Systems, Inc., a Massachusetts corporation, or any successor thereto.

�Controllable Profits� means, as to any Performance Period, a business unit�s Revenue minus one or more of the
following to the extent deemed appropriate by the Committee prior to the Determination Date: (a) cost of sales;
(b) research, development, and engineering expense; (c) marketing and sales expense; (d) general and
administrative expense; (e) extended receivables expense; and (f) shipping requirement deviation expense for
such business unit, in each case determined in accordance with generally accepted accounting principles.

�Current Portion� means a percentage of each Over-Achievement Award to be determined by the Committee prior
to the Determination Date. The Current Portion shall be paid on a current basis following the Performance Period
during which such portion was earned in accordance with Section 4.3(b).

�Days Sales Outstanding� means, as to any Performance Period, the average number of days that the Company or a
business unit takes to collect revenue after a sale has been made, determined in accordance with generally
accepted accounting principles, provided, however, that prior to the Determination Date, the Committee shall
determine whether any items shall be excluded or included from such calculation with respect to one or more
Participants.

�Determination Date� means the 90th day of a Performance Period.

�Disability� means total and permanent disability as defined in Section 22(e)(3) of the Code, provided that the
Committee, in its sole discretion, may determine whether a permanent and total disability exists in accordance
with uniform and non-discriminatory standards adopted by the Company from time to time.

�Earnings Per Share� means, as to any Performance Period, the Company�s Net Income, divided by a weighted
average number of the combination of (a) common shares outstanding, and (b) dilutive common equivalent shares
deemed outstanding, determined in accordance with generally accepted accounting principles, provided, however,
that prior to the Determination Date, the Committee shall determine whether any items shall be excluded or
included from such calculation with respect to one or more Participants.
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�EBITDA� means, as to any Performance Period, the Company�s or a business unit�s earnings before interest, taxes,
depreciation, and amortization determined in accordance with generally accepted accounting principles, provided,
however, that prior to the Determination Date, the Committee shall determine whether any items shall be
excluded or included from such calculation with respect to one or more Participants.

�Employee� means any employee of the Company or an Affiliate, whether such employee is so employed at the
time that the Plan is adopted or becomes so employed subsequent to the adoption of the Plan.

�Fiscal Year� means the fiscal year of the Company.

�Free Cash Flow� means, as to any Performance Period, the Company�s or a business unit�s operating cash flows
less capital expenditures determined in accordance with generally accepted accounting principles, provided,
however, that prior to the Determination Date, the Committee shall determine whether any items shall be
excluded or included from such calculation with respect to one or more Participants.

�Good Reason� for termination by the Participant of the Participant�s employment means the Participant has
complied with the Good Reason Process following the occurrence (without the Participant�s express written
consent) of any one of the following events:

a. a material adverse change in the Participant�s status or position with the Company, including without limitation
any adverse change in the Participant�s status or position as a result of a material diminution of the Participant�s
duties or responsibilities, or the assignment to the Participant of any duties or responsibilities which are
inconsistent with such status or position, or any removal of the Participant from, or any failure to reappoint or
reelect the Participant to, such position;

b. a material reduction in the Participant�s base salary; or

c. the Company requiring the Participant to be based at an office that is greater than fifty (50) miles from where
the Participant�s office is currently located, except for required travel on the Company�s business to an extent
substantially consistent with the business travel obligations that the Participant undertook on behalf of the
Company prior to such change in office location.

If the Participant has a change-in-control agreement with the Company, Good Reason shall have the meaning
assigned to such term in the change-in-control agreement.

�Good Reason Process� shall mean that (a) the Participant reasonably determines in good faith that a �Good Reason�
event has occurred; (b) the Participant notifies the Company in writing of the first occurrence of the Good Reason
event within sixty (60) days of the first occurrence of such event; (c) the Participant cooperates in good faith with
the Company�s efforts, for a period not less than thirty (30) days following such notice (the �Cure Period�), to
remedy the event; (d) notwithstanding such efforts, the Good Reason event continues to exist; and (e) the
Participant terminates his or her employment within sixty (60) days after the end of the Cure Period. If the
Company cures the Good Reason event during the Cure Period, Good Reason shall be deemed not to have
occurred.

�Inventory Reduction� means, as to any Performance Period, the reduction to the Company�s or a business unit�s
inventory during the Performance Period, determined in accordance with generally accepted accounting
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principles, provided, however, that prior to the Determination Date, the Committee shall determine whether any
significant items shall be included or excluded from such calculation with respect to one or more Participants.

�Net Income� means, as to any Performance Period, the income after taxes of the Company or a business unit for
the Performance Period determined in accordance with generally accepted accounting principles, provided,
however, that prior to the Determination Date, the Committee shall determine whether any significant items shall
be included or excluded from such calculation with respect to one or more Participants.

�New Orders� means, as to any Performance Period, the firm orders for a system, product, part, or service, which
are being recorded for the first time as defined in the Company�s order-recognition policies and procedures.

�Operating Cash Flow� means the Company�s or a business unit�s sum of Net Income, plus depreciation and
amortization, less capital expenditures, plus changes in working capital comprised of accounts receivable,
inventories, other current assets, trade accounts payable, accrued expenses, product-warranty costs, advance
payments from customers, and long-term accrued expenses, determined in accordance with generally accepted
accounting principles, provided, however, that prior to the Determination Date, the Committee shall determine
whether any items shall be excluded or included from such calculation with respect to one or more Participants.

�Operating Income� means the Company�s or a business unit�s income from operations, determined in accordance
with generally accepted accounting principles, provided, however, that prior to the Determination Date, the
Committee shall determine whether any items shall be excluded or included from such calculation with respect to
one or more Participants.

�Over-Achievement Award� means for any Participant, an amount equal to the result of (a) the Participant�s Target
Over-Achievement Award multiplied by (b) the Over-Achievement Award Pool established for a Performance
Period. Notwithstanding the foregoing sentence, each Over-Achievement Award is subject to a cap of
one-hundred percent (100%) of the sum of (x) the Participant�s Target Bonus under this Plan (i.e., the corporate
performance bonus) plus (y) the Participant�s target bonus for management-by-results performance (i.e., the MBR
bonus) under the Company�s plan titled �Annual Executive Bonus Plan � Individual Performance� (the �Individual
Performance Plan�). Each Over-Achievement Award shall consist of a Current Portion and a Banked Portion.

An example of the calculation of a Participant�s Over-Achievement Award is as follows. Assume that the
Participant�s Target Over-Achievement Award is 6.67% of the Over-Achievement Award Pool and that the
Over-Achievement Award Pool is $1,500,000. Further assume that the Participant�s Target Bonus under this Plan
is $75,000 and the Participant�s target bonus under the Individual Performance Plan is $25,000 for a total target
bonus of $100,000. The Over-Achievement Award would be calculated as follows: (a) 6.67% multiplied by
(b) $1,500,000 equals $100,500. In this example, the Participant�s Over-Achievement Award is $100,000 since the
calculated Over-Achievement Award ($100,500) exceeds the cap ($100,000) by $500.

�Over-Achievement Award Pool� means the incentive pool established pursuant to Section 3.4.

�Participant� means, as to any Performance Period, an Employee who has been approved by the Committee for
participation in the Plan for that Performance Period.
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�Payout Formula� means, as to any Performance Period, the formula or payout matrix established by the
Committee in order to determine the Actual Bonuses (if any) to be paid to Participants. The formula or matrix
may differ from Participant to Participant. The formula or matrix may contain adjustments to account for
acquisitions during the Performance Period, provided that such adjustments shall be set forth in writing in a
manner that would enable a third-party having knowledge of the relevant facts to apply such adjustments to
calculate the payout of any Participant.

�Performance Goals� means the goals (or combined goals) approved by the Committee to be applicable to a
Participant for a Target Bonus for a Performance Period. As approved by the Committee, the Performance Goals
for any Target Bonus applicable to a Participant may provide for a targeted level or levels of achievement using
one or more of the following measures: (a) Cash Position; (b) Controllable Profits; (c) Days Sales Outstanding;
(d) Earnings Per Share; (e) EBITDA; (f) Free Cash Flow; (g) Inventory Reduction; (h) Net Income; (i) New
Orders; (j) Operating Cash Flow; (k) Operating Income; (l) Return on Assets; (m) Return on Equity; (n) Return
on Sales; (o) Revenue; and (p) Total Shareholder Return. Performance Goals may differ from Participant to
Participant, from Performance Period to Performance Period, and from bonus to bonus. Any criteria used may be
measured, as applicable, (a) in absolute terms, (b) in relative terms (including without limitation by the passage of
time and/or against another company or companies), (c) on a per-share basis, (d) against the performance of the
Company as a whole or a segment of the Company, (e) on a pre-tax or after-tax basis, and/or (f) on a GAAP or
non-GAAP basis. Prior to the Determination Date, the Committee shall determine whether any elements shall be
included in or excluded from the calculation of any Performance Goal with respect to any Participant.

�Performance Period� means any Fiscal Year.

�Plan� means the Mercury Computer Systems, Inc. Annual Executive Bonus Plan � Corporate Financial
Performance, as set forth in this instrument and as hereafter amended from time to time.

�Planned Retirement� shall be deemed the reason for the Termination of Employment by the Participant of the
Participant�s employment if such employment is terminated pursuant to mutual agreement between the Participant
and the Company in connection with the Participant�s retirement on or after attaining the minimum age,
completing the minimum number of years of service, and satisfying all other conditions specified for retirement
status under the Company�s retirement policy statement effective October 25, 2002 (or any successor policy
thereto).

�Return on Assets� means the percentage equal to the Company�s or a business unit�s Operating Income before
incentive compensation, divided by average net Company or business unit, as applicable, assets, determined in
accordance with generally accepted accounting principles, provided, however, that prior to the Determination
Date, the Committee shall determine whether any items shall be excluded or included from such calculation with
respect to one or more Participants.

�Return on Equity� means the percentage equal to the Company�s Net Income divided by average shareholder�s
equity, determined in accordance with generally accepted accounting principles, provided, however, that prior to
the Determination Date, the Committee shall determine whether any items shall be excluded or included from
such calculation with respect to one or more Participants.

�Return on Sales� means the percentage equal to the Company�s or a business unit�s Operating Income before
incentive compensation, divided by the Company�s or the business unit�s, as applicable, Revenue,
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determined in accordance with generally accepted accounting principles, provided, however, that prior to the
Determination Date, the Committee shall determine whether any items shall be excluded or included from such
calculation with respect to one or more Participants.

�Revenue� means, as to any Performance Period, the Company�s or a business unit�s revenues for the Performance
Period, determined in accordance with generally accepted accounting principles, provided, however, that prior to
the Determination Date, the Committee shall determine whether any items shall be excluded or included from
such calculation with respect to one or more Participants.

�Shares� means shares of the Company�s common stock.

�Target Bonus� means the target bonus payable under the Plan to a Participant for the Performance Period,
expressed as a percentage of the Participant�s base salary, as determined by the Committee.

�Target Over-Achievement Award� means the target over-achievement award payable under the Plan to a
Participant for the Performance Period, expressed as a percentage of the Over-Achievement Award Pool, as
determined by the Committee prior to the Determination Date.

�Termination of Employment� means a cessation of the employee-employer relationship between an Employee and
the Company or an Affiliate for any reason, including without limitation a termination by resignation, discharge,
death, Disability, Planned Retirement, or the disaffiliation of an Affiliate, but excluding any such termination
where there is a simultaneous reemployment by the Company or an Affiliate.

�Total Shareholder Return� means the total return (change in Share price plus reinvestment of any dividends) of a
Share.

SECTION 3

SELECTION OF PARTICIPANTS AND DETERMINATION OF AWARDS AND BONUSES

3.1 Selection of Participants.    The Committee shall select Employees who shall be Participants for any
Performance Period. The Committee also may designate as Participants one or more individuals (by name or
position) who are expected to become Employees during a Performance Period. Participation in the Plan shall be
determined by the Committee on a Performance-Period-by-Performance-Period basis. Accordingly, an Employee
who is a Participant for a given Performance Period is in no way guaranteed or assured of being selected for
participation in any subsequent Performance Period.

3.2 Determination of Performance Goals for Target Bonus.    On or prior to the Determination Date, the
Committee shall approve (a) the Performance Goals with respect to the Target Bonus for all eligible Participants
for the Performance Period, (b) a Target Bonus for each Participant, and (c) a Payout Formula or Formulae for
purposes of determining the Actual Bonus (if any) payable to each Participant. Each Payout Formula shall (a) be
in writing, (b) be based on a comparison of actual performance to the Performance Goals, or (c) provide for the
payment of all or a portion of a Participant�s Target Bonus, depending upon the extent to which actual
performance meets or falls below the Performance Goals.
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3.3 Over-Achievement Award Pool.

a. No later than the Determination Date, the Committee shall establish in writing the budgeted Operating Income
for the Performance Period and the formula for determining the size of the Over-Achievement Award Pool for
such Performance Period. The size of the Over-Achievement Award Pool shall be determined by reference to the
amount of the actual Operating Income for the Performance Period in excess of the budgeted Operating Income
for such Performance Period. The Committee may include Operating Income from acquisitions completed during
the Performance Period in the Operating Income for such Performance Period only if the following criteria are
satisfied: (a) the acquisition is in line with the Company�s core business strategy as determined by the Board in its
sole discretion; (b) the Company must satisfy its organic Revenue target for the Performance Period without
including Revenue derived from the acquisition; and (c) the acquisition must be accretive to the Company�s
Operating Income for the Performance Period. If the Operating Income for a Performance Period includes
Operating Income derived from an acquisition, such Operating Income may not exclude fees and other expenses,
including without limitation financing, accounting, legal, and other fees incurred in connection with the
acquisition during the related Performance Period, that would be included in such Operating Income under
generally accepted accounting principles.

b. The Committee shall grant in writing to each Participant a Target Over-Achievement Award representing a
percentage of the Over-Achievement Award Pool to be established for such Performance Period. In no event shall
Target Over-Achievement Awards for any Performance Period represent more than one-hundred percent
(100%) of the Over-Achievement Award Pool for such Performance Period.

3.4 Determination of Over-Achievement Award Pool and Over-Achievement Awards.    After the end of each
Performance Period, the Committee shall certify in writing the extent to which the Operating Income for such
Performance Period exceeds the budgeted Operating Income for such Performance Period, shall establish the
Over-Achievement Award Pool, if any, based on the formula established pursuant to Section 3.3(a) and determine
each Participant�s Over-Achievement Award. Notwithstanding any contrary provision of the Plan, the Committee,
in its sole discretion, may (a) eliminate or reduce the Over-Achievement Award payable to any Participant and
(b) eliminate or reduce the size of the Over-Achievement Award Pool.

3.5 Determination of Actual Bonuses.    After the end of each Performance Period, the Committee shall certify in
writing the extent to which the Performance Goals applicable to each participant for the Performance Period were
achieved. The Actual Bonus for each Participant shall be determined by applying the Payout Formula to the level
of actual performance that has been certified by the Committee. Notwithstanding any contrary provision of the
Plan, the Committee, in its sole discretion, may eliminate or reduce the Actual Bonus payable to any Participant
below that which otherwise would be payable under the Payout Formula, including discretion that is exercised
through the establishment of additional objective goals.

3.6 Maximum Payment.    In no event shall payment to any individual Participant under the Plan with respect to
any Performance Period exceed $2,000,000.
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SECTION 4

PAYMENT OF AWARDS AND BONUSES

4.1 Right to Receive Payment.    Each Over-Achievement Award and Actual Bonus that may become payable
under the Plan shall be paid solely from the general assets of the Company or the Affiliate that employs the
Participant (as the case may be), as determined by the Committee. Nothing in the Plan shall be construed to create
a trust or to establish or evidence any Participant�s claim of any right to payment of an Over-Achievement Award
or Actual Bonus other than as an unsecured general creditor with respect to any payment to which he or she may
be entitled.

4.2 Form of Payment.    Each payment under the Plan shall be in cash.

4.3 Timing of Payments.

a. Payment of each Actual Bonus shall be made as soon as administratively practical but in no event later than
seventy-five (75) days following the end of the applicable Performance Period.

b. Payment of each Over-Achievement Award shall be as follows: (i) the Current Portion shall be paid in no event
later than seventy-five (75) days following the end of the applicable Performance Period; and (ii) the Banked
Portion shall be paid in three equal payments, a single payment to be made within seventy-five (75) days of the
end of the Company�s Fiscal Year during each of the second, third, and fourth Fiscal Years following the end of
the Performance Period during which such portion was earned.

4.4 Employment at Time of Payment.    Unless otherwise set forth herein or determined by the Committee, a
Participant must be employed on the date an Over-Achievement Award or Actual Bonus is to be paid.

4.5 Proration.    The Committee has the discretion to pro rate awards if a Participant�s employment with the
Company is terminated prior to the end of the Performance Period or if a Participant is employed by the Company
for less than the entire Performance Period.

4.6 Termination due to Death, Disability, Planned Retirement, Termination without Cause, and Resignation for
Good Reason.    In the event of a Participant�s (a) death, (b) Disability, (c) Planned Retirement, (d) termination
without Cause, or (e) resignation for Good Reason, the Participant shall be entitled to a prorated portion of his or
her Over-Achievement Award (Current Portion and Banked Portion) and Actual Bonus for the current
Performance Period, subject to satisfaction of the applicable Performance Goals and establishment of the
Over-Achievement Award Pool, if any, based on the number of days worked during the current Performance
Period prior to the Termination of Employment. In addition, each such Participant shall be entitled to receive any
Over-Achievement Awards and Actual Bonus earned for a prior Performance Period, to the extent not paid,
including the Banked Portions of any Over-Achievement Awards. Such payments shall be made as soon as
administratively practicable and in no event later than seventy-five (75) days following the end of the
Performance Period in which the Termination of Employment occurred.

4.7 Section 409A.    Notwithstanding anything in this Plan to the contrary, to the extent that any payment or
benefit described in this Plan constitutes �non-qualified deferred compensation� under Section 409A of the Code,
and to the extent that such payment or benefit is payable upon the Participant�s Termination of Employment, then
such payments or benefits shall be payable only upon the Participant�s �Separation from Service.� The term
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�Separation from Service� shall mean the Participant�s �separation from service� from the Company, an affiliate of the
Company or a successor entity within the meaning set forth in Section 409A of the Code, determined in
accordance with the presumptions set forth in Treasury Regulation Section 1.409A-1(h). If the Participant is
considered a �specified employee,� within the meaning of Section 409A of the Code and amounts payable under
this Plan are considered deferred compensation subject to Section 409A of the Code, no payments will be paid
during the six-month period following the Participant�s Separation from Service.

SECTION 5

ADMINISTRATION

5.1 Committee is the Administrator.    The Plan shall be administered by the Committee. The Committee shall
consist of not less than two (2) members of the Board. Each member of the Committee shall qualify as an �outside
director� under Section 162(m) of the Code. If it is later determined that one or more members of the Committee
do not so qualify, actions taken by the Committee prior to such determination shall be valid despite such failure to
qualify.

5.2 Committee Authority.    It shall be the duty of the Committee to administer the Plan in accordance with the
Plan�s provisions; provided, however, that any determinations regarding the participation of the Company�s Chief
Executive Officer in the Plan, and any awards or payments to such Chief Executive Officer under the Plan, shall
be ratified by a majority of the independent directors on the Board who also qualify as �outside directors� under
Section 162(m) of the Code. The Committee shall have all powers and discretion necessary or appropriate to
administer the Plan and to control its operation, including without limitation the power to (a) select Employees
who shall be granted awards and bonuses, (b) review and approve the terms and conditions of awards and
bonuses, (c) interpret the Plan and the awards and bonuses, (d) adopt such procedures and subplans as are
necessary or appropriate to permit participation in the Plan by Employees who are foreign nationals or employed
outside of the United States, (e) adopt rules for the administration, interpretation, and application of the Plan as
are consistent therewith, and (f) interpret, amend, or revoke any such rules.

5.3 Decisions Binding.    All determinations and decisions made by the Committee, the Board, and any delegate
of the Committee pursuant to the provisions of the Plan shall be final, conclusive, and binding on all persons, and
shall be given the maximum deference permitted by law.

5.4 Delegation by the Committee.    The Committee, in its sole discretion and on such terms and conditions as it
may provide, may delegate all or part of its authority and powers under the Plan to one or more directors and/or
officers of the Company, provided, however, that the Committee may not delegate its authority and/or powers
with respect to awards that are intended to qualify as performance-based compensation under Section 162(m) of
the Code.

SECTION 6

GENERAL PROVISIONS

6.1 Tax Withholding.    The Company or an Affiliate, as determined by the Committee, shall withhold all
applicable taxes from any Over-Achievement Award and Actual Bonus, including any federal, state, and local
taxes (including without limitation the Participant�s FICA obligations).
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6.2 No Effect on Employment.    Nothing in the Plan shall interfere with or limit in any way the right of the
Company or an Affiliate, as applicable, to terminate any Participant�s employment or service at any time, with or
without Cause. For purposes of the Plan, transfer of employment of a Participant between the Company and any
one of its Affiliates (or between Affiliates) shall not be deemed a Termination of Employment. Employment with
the Company and its Affiliates is on an at-will basis only. The Company expressly reserves the right, which may
be exercised at any time and without regard to when during or after a Performance Period such exercise occurs, to
terminate any individual�s employment with or without Cause, and to treat him or her without regard to the effect
which such treatment might have upon him or her as a Participant.

6.3 Participation.    No Employee shall have the right to be selected to receive an award or bonus under this Plan,
or, having been so selected, to be selected to receive a future award or bonus.

6.4 Indemnification.    Each person who is or shall have been a member of the Committee, or of the Board, shall
be indemnified and held harmless by the Company against and from (a) any loss, cost, liability, or expense that
may be imposed upon or reasonably incurred by him or her in connection with or resulting from any claim,
action, suit, or proceeding to which he or she may be a party or in which he or she may be involved by reason of
any action taken or failure to act under the Plan or any award or bonus, and (b) from any and all amounts paid by
him or her in settlement thereof, with the Company�s approval, or paid by him or her in satisfaction of any
judgment in any such claim, action, suit, or proceeding against him or her, provided he or she shall give the
Company an opportunity, at its own expense, to handle and defend the same before he or she undertakes to handle
and defend it on his or her own behalf. The foregoing right of indemnification shall not be exclusive of any other
rights of indemnification to which such persons may be entitled under the Company�s Articles of Incorporation or
By-Laws, by contract, as a matter of law, or otherwise, or under any power that the Company may have to
indemnify them or hold them harmless.

6.5 Successors.    All obligations of the Company and any Affiliate under the Plan, with respect to awards granted
hereunder, shall be binding on any successor to the Company and/or such Affiliate, whether the existence of such
successor is the result of a direct or indirect purchase, merger, consolidation, or otherwise, of all or substantially
all of the business or assets of the Company or such Affiliate.

6.6 Beneficiary Designations.    If permitted by the Committee, a Participant under the Plan may name a
beneficiary or beneficiaries to whom any vested but unpaid award or bonus shall be paid in the event of the
Participant�s death. Each such designation shall revoke all prior designations by the Participant and shall be
effective only if given in a form and manner acceptable to the Committee. In the absence of any such designation,
any vested benefits remaining unpaid at the Participant�s death shall be paid to the Participant�s estate.

6.7 Nontransferability of Awards and Bonuses.    No award or bonus granted under the Plan may be sold,
transferred, pledged, assigned, or otherwise alienated or hypothecated, other than by will, by the laws of descent
and distribution, or to the limited extent provided in Section 6.6. All rights with respect to an award granted to a
Participant shall be available during his or her lifetime only to the Participant.
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SECTION 7

AMENDMENT, TERMINATION, AND DURATION

7.1 Amendment, Suspension, or Termination.    The Board or the Committee, each in its sole discretion, may
amend or terminate the Plan, or any part thereof, at any time and for any reason. The amendment, suspension, or
termination of the Plan shall not, without the consent of the Participant, alter or impair any rights or obligations
under any Target Over-Achievement Award or Target Bonus theretofore granted to such Participant or
Over-Achievement Award (Current Portion and Banked Portion) or Actual Bonus earned by such Participant.
During any period of suspension or after termination of the Plan, no award or bonus may be granted.

7.2 Duration of the Plan.    The Plan shall commence on the date specified herein, and subject to Section 7.1
(regarding the Board or the Committee�s right to amend or terminate the Plan), shall remain in effect thereafter.

SECTION 8

LEGAL CONSTRUCTION

8.1 Section 162(m) Conditions; Bifurcation of Plan.    It is the intent of the Company that the Plan and the awards
and bonuses under the Plan to Participants who are or may become persons whose compensation is subject to
Section 162(m) of the Code, satisfy any applicable requirements of Section 162(m) of the Code. Any provision,
application, or interpretation of the Plan inconsistent with this intent shall be disregarded. The provisions of the
Plan may be bifurcated by the Board or the Committee at any time so that certain provisions of the Plan, or any
award, required in order to satisfy the requirements of Section 162(m) of the Code are only applicable to
Participants whose compensation is subject to Section 162(m) of the Code.

8.2 Language Conventions.    Unless the Plan expressly specifies otherwise or the context of any language of the
Plan clearly requires otherwise, language referring to the plural shall include the singular, language referring to
the singular shall include the plural, language referring to one gender shall be deemed to include both genders,
language referring to a natural person shall be deemed to include corporations and other entities, use of the word
�include�, �includes�, or �including� shall not be deemed to be limiting and shall be deemed to be followed by the
language �without limitation�, use of the word �or� shall be deemed to have the inclusive meaning conveyed by the
phrase �and/or�, use of the words �hereof�, �herewith�, �herein�, �hereinafter�, �hereby�, �hereunder�, and similar terms shall be
deemed to refer to the Plan as a whole and not to any particular provision of the Plan, references to articles and
sections shall be deemed to refer to articles and sections of the Plan, and references to schedules, exhibits, or
other attachments shall be deemed to refer to schedules, exhibits, or other attachments to the Plan.

8.3 Severability.    In the event any provision of the Plan shall be held illegal or invalid for any reason, the
illegality or invalidity shall not affect the remaining parts of the Plan, and the Plan shall be construed and
enforced as if the illegal or invalid provision had not been included.

8.4 Requirements of Law.    The granting of awards under the Plan shall be subject to all applicable laws, rules,
and regulations, and to such approvals by any governmental agencies or national securities exchanges as may be
required.

8.5 Governing Law.    The Plan and all awards shall be construed in accordance with and governed by the laws of
The Commonwealth of Massachusetts, but without regard to the portion of such laws relating to conflicts of law.

8.6 Captions.    Headings and captions are used in the Plan for convenience of reference only, do not form a part
of this Plan, and shall not affect in any way the meaning or interpretation of the Plan.
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Using a black ink pen, mark your votes with an X as shown in

this example. Please do not write outside the designated areas.
x

Annual Meeting Proxy Card

q  PLEASE FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE
ENCLOSED ENVELOPE.  q

 A Proposals � The Board of Directors recommends a vote FOR all the nominees listed and FOR Proposals 2, 3, 4 and 5.

1. Election of Class III
Directors: For Withhold For     Withhold

01 - Russell K.
Johnsen ¨ ¨ 02 - Vincent Vitto ¨ ¨     +

For Against Abstain For Against Abstain

2. To approve the amendment and
restatement of the Mercury Computer
Systems, Inc. 2005 Stock Incentive
Plan described in the Proxy Statement.

¨ ¨ ¨ 3. To approve the
amendment and
restatement of the
Mercury Computer
Systems, Inc. 1997
Employee Stock
Purchase Plan
described in the
Proxy Statement.

¨ ¨ ¨

4. To approve the Mercury Computer
Systems, Inc. Annual Executive Bonus
Plan � Corporate Financial Performance
described in the Proxy Statement.

¨ ¨ ¨ 5. To ratify the
appointment of
KPMG LLP as
independent
registered public
accounting firm for
fiscal year 2010.

¨ ¨ ¨

6. In their discretion, the proxies are authorized to vote upon such
other business as may properly come before the meeting or any
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adjournments or postponements thereof.

 B Non-Voting Items
Change of Address � Please print your new
address below.

          Comments � Please print your comments
below.

    Meeting
Attendance
    Mark the box to the
right ¨    if you plan to attend
the
    Annual Meeting.

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

Please sign exactly as your name(s) appear(s) on this proxy card. When shares are held by joint tenants, both should sign. When
signing as attorney, executor, administrator, trustee or guardian, please give full title as such. If a corporation, please sign in full
corporate name by President or other authorized officer. If a partnership, please sign in partnership name by authorized person.

Date (mm/dd/yyyy) � Please print date
below.

    Signature 1 � Please keep signature
within the box.

Signature 2 � Please keep signature
within the box.

/ /
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Dear Shareholder:

Please take note of the important information enclosed with this proxy card. There are a number of issues related
to the management of your company that require your immediate attention and approval. These are discussed in
the enclosed proxy materials.

Your vote counts, and you are strongly encouraged to exercise your right to vote your shares.

Please mark the appropriate boxes on this proxy card to indicate how your shares will be voted. Then sign the
card, and return your proxy vote in the enclosed postage paid envelope.

Your vote must be received prior to the Annual Meeting of Shareholders on October 21, 2009.

Thank you in advance for your prompt consideration of this matter.

Sincerely,

Mercury Computer Systems, Inc.

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Shareholders To Be Held on
October 21, 2009:

The Notice of Annual Meeting, Proxy Statement and 2009 Annual Report to Shareholders are available at
www.edocumentview.com/MRCY.

q  PLEASE FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE
ENCLOSED ENVELOPE.  q

Proxy � Mercury Computer Systems, Inc.

201 RIVERNECK ROAD

CHELMSFORD, MASSACHUSETTS 01824

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

Edgar Filing: DineEquity, Inc - Form DEF 14A

Table of Contents 122



The undersigned hereby appoints Mark Aslett, Robert E. Hult and Alex A. Van Adzin, and each of them singly,
with full power of substitution, proxies to represent the undersigned at the Annual Meeting of Shareholders of
Mercury Computer Systems, Inc. to be held on October 21, 2009 at 10:00 a.m., local time, at Mercury�s offices,
201 Riverneck Road, Chelmsford, Massachusetts 01824, and at any adjournments or postponements thereof, to
vote in the name and place of the undersigned, with all powers which the undersigned would possess if personally
present, upon the proposals set forth on the reverse side of this proxy card.

The undersigned hereby acknowledge(s) receipt of a copy of the accompanying Notice of the Annual Meeting of
Shareholders and the Proxy Statement with respect thereto and hereby revoke(s) any proxy or proxies heretofore
given.

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED AS SPECIFIED. IF NO
SPECIFICATION IS MADE, THE SHARES REPRESENTED WILL BE VOTED FOR THE ELECTION
OF THE TWO NOMINEES FOR CLASS III DIRECTOR LISTED ON THE REVERSE SIDE OF THIS
PROXY CARD, FOR THE AMENDMENT AND RESTATEMENT OF THE 2005 STOCK INCENTIVE
PLAN DESCRIBED IN THE PROXY STATEMENT, FOR THE AMENDMENT AND RESTATEMENT
OF THE 1997 EMPLOYEE STOCK PURCHASE PLAN DESCRIBED IN THE PROXY STATEMENT,
FOR THE ANNUAL EXECUTIVE BONUS PROGRAM � CORPORATE FINANCIAL PERFORMANCE
DESCRIBED IN THE PROXY STATEMENT, FOR THE RATIFICATION OF THE APPOINTMENT
OF KPMG LLP AS INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR FISCAL
YEAR 2010, AND IN ACCORDANCE WITH THE PROXIES� DISCRETION ON SUCH OTHER
BUSINESS THAT MAY PROPERLY COME BEFORE THE MEETING.

PLEASE VOTE, DATE AND SIGN THIS PROXY IN THE SPACE PROVIDED AND RETURN IT IN
THE ENCLOSED ENVELOPE, WHETHER OR NOT YOU EXPECT TO ATTEND THE MEETING IN
PERSON.
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