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THE L.S. STARRETT COMPANY

121 Crescent Street

Athol, Massachusetts 01331

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

OCTOBER 16, 2013

NOTICE IS HEREBY GIVEN that the Annual Meeting of the stockholders of The L.S. Starrett Company (the
“Company”’) will be held at the Company’s offices at 121 Crescent Street, Athol, Massachusetts 01331, on Wednesday,
October 16, 2013, at 2:00 p.m. for the following purposes:

To elect a class of two directors, each to hold office for a term of three years and until his successor is chosen and
‘qualified;

To ratify the appointment of Grant Thornton LLP as the Company’s independent registered public accounting firm
“for fiscal 2014;

To vote on a non-binding stockholder proposal to request that the Company’s board redeem the rights issued
"pursuant to the Company’s Rights Agreement, dated November 2, 2010 (the “Rights Plan”); and

To consider and act upon any other matter that may properly come before the meeting or any adjournment or
"adjournments thereof.

The Board of Directors has fixed August 30, 2013 as the record date for the determination of stockholders entitled to
vote at the Annual Meeting, or any adjournments thereof, and to receive notice thereof. The transfer books of the
Company will not be closed.

You are requested to execute and return the enclosed proxy, which is solicited by the management of the Company.
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STEVEN A. WILCOX, Clerk

Athol, Massachusetts

September 5, 2013

WHETHER OR NOT YOU EXPECT TO BE PRESENT AT THE ANNUAL MEETING, PLEASE DATE, SIGN
AND PROMPTLY RETURN THE ENCLOSED FORM OF PROXY IN THE ENCLOSED STAMPED AND
ADDRESSED ENVELOPE OR, ALTERNATIVELY, COMPLETE YOUR PROXY BY TELEPHONE OR OVER
THE INTERNET AS DESCRIBED IN THE ENCLOSED INSTRUCTIONS. IF YOU DESIRE TO VOTE YOUR
SHARES IN PERSON AT THE ANNUAL MEETING, YOUR PROXY WILL BE RETURNED TO YOU.

Important Notice Regarding the Availability of Proxy Materials for the Stockholders’ Meeting to be held on
October 16, 2013.

The Notice of Annual Meeting, Proxy Statement and Annual Report are available at:

Proxy: http://www.starrett.com/proxy/2013_proxy.pdf

Annual Report: http://www.starrett.com/proxy/2013_ar.pdf

If your shares are held in “street name” in a stock brokerage account or by a bank or other nominee, you must
provide your broker with instructions on how to vote your shares in order for your shares to be voted on
important matters presented at the Annual Meeting. If you do not instruct your broker on how to vote, your
shares will not be voted on these matters.
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PROXY STATEMENT

ANNUAL MEETING OF STOCKHOLDERS

OF

THE L.S. STARRETT COMPANY

121 CRESCENT STREET

ATHOL, MASSACHUSETTS 01331

The enclosed form of proxy and this Proxy Statement have been mailed to stockholders on or about September 13,
2013 in connection with the solicitation by the Board of Directors of The L.S. Starrett Company (the “Company”) of
proxies for use at the Annual Meeting of Stockholders to be held at the Company’s offices at 121 Crescent Street,
Athol, Massachusetts 01331, on Wednesday, October 16, 2013, at 2:00 p.m., or at any adjournments thereof, for the
purposes set forth in the accompanying Notice of Annual Meeting of Stockholders.

It is the intention of the persons named as proxies to vote shares represented by duly executed proxies for the
proposals described in this Proxy Statement unless contrary specification is made. Any such proxy may be revoked by
a stockholder at any time prior to the voting of the proxy by a written revocation received by the Clerk of the
Company, by properly executing and delivering a later-dated proxy, or by attending the meeting, requesting return of
the proxy and voting in person. A proxy, when executed and not so revoked, will be voted at the meeting,
including any adjournments thereof; and if it contains any specifications, it will be voted in accordance
therewith. If no choice is specified, proxies will be voted in favor of the proposals described in this Proxy
Statement.

Stockholders of record at the close of business on August 30, 2013 are entitled to vote at this meeting. On that date,

the Company had outstanding and entitled to vote 6,089,643 shares of Class A Common Stock (the “Class A Stock™)
and 819,901 shares of Class B Common Stock (the “Class B Stock” and together with the Class A Stock, the “Common
Stock™). Each outstanding share of Class A Stock entitles the record holder thereof to one vote and each outstanding
share of Class B Stock entitles the record holder thereof to ten votes. The holders of Class A Stock are entitled to elect
25% of the Company’s directors to be elected at each meeting and such holders voting together with the holders of
Class B Stock as a single class are entitled to elect the remaining directors to be elected at the meeting. Except for the
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foregoing and except as provided by law, all actions submitted to a vote of stockholders will be voted on by the
holders of Class A Stock and Class B Stock voting together as a single class. The Company’s Board of Directors is
divided into three classes with one class to be elected at each annual meeting of stockholders.

I. ELECTION OF DIRECTORS

The Board of Directors has fixed the number of directors at seven and designated Ralph G. Lawrence, Salvador de
Camargo, Jr. and Stephen F. Walsh to serve as Class I Directors; Douglas A. Starrett and David A. Lemoine to serve
as Class II Directors; and Richard B. Kennedy and Terry A. Piper to serve as Class III Directors; and, in the case of
each director, until his successor is chosen and qualified.

It is the intention of the persons named in the proxy to vote for the election of the two persons named below as Class
III Directors, each to hold office for a term of three years and until his successor is chosen and qualified.

The names and ages as of August 30, 2013 of the nominees for director proposed by the Board of Directors, their
principal occupations, the significant business directorships they hold, and the years in which they first became
directors of the Company are as follows:
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1::;2; Principal Occupation During Last Five Years and Directorships Director Since
Class III — Director to be elected by the Class A Stockholders:
From 2004 until retirement in June 2013, President and Chief Executive Officer,
Worcester Regional Chamber of Commerce, Worcester, Massachusetts. From 2002 to
2004, Associate Principal and Market Strategy Consultant, Frank Lynn & Associates,
Richard B. Chicago, Illinois. From 2000 to 2001, Executive Vice President and Director of
Kennedy  GlobalBA.com, a start-up serving the chemical industry. Until 1999, Vice President 1996
(70) Marketing, Saint-Gobain Abrasives, Worcester, Massachusetts, a producer of abrasive
products. Mr. Kennedy’s career at Saint Gobain spanned sales and marketing in both
domestic and international markets. His deep understanding of distribution channels and
his geo-political savvy provides a valuable skill set for the Board.

Class III — Director to be elected by the Class A and Class B Stockholders voting together:
Chairman, President and Chief Executive Officer of Precision Steel Warehouse, Inc.,
Franklin Park, Illinois, a wholesale steel service center. Mr. Piper began his career at

Terry A.  Precision Steel Warehouse in 1961 and has served in a series of progressively more

Piper (68) responsible positions culminating in the position of CEO in 1999. As a head of a
subsidiary of the Berkshire Hathaway Co., he brings practical experience and a best in
practice expertise to the Board.

2003

The following table sets forth the names and ages as of August 30, 2013 of the Class I and Class II Directors, their
positions and offices with the Company, if applicable, their principal occupations, the significant business
directorships they hold, the years in which they first became directors of the Company and the years that their current
term in office expires:

lxlgnelf Principal Occupation During Last Five Years and Directorships  Director Since Term Expires
Class I— Directors:
Until retirement in 2003, President and Chief Operating Officer, Hyde
Manufacturing Company, a producer of hand tools and specialty
machine blades.

Ralph G.
éz})\;/rence With his experience at Hyde Manufacturing, Mr. Lawrence brings a 2003 2014
deep understanding of the retail, construction and hardware trades to
the Board. His diverse working career spanned both sales and
operations which provides valuable insight to the Board.
Salvador de President, Starrett Industria e Comercio Ltda, (Brazil), a wholly-owned 2007 2014
Camargo, subsidiary of the Company.
Jr. (67)

Mr. de Camargo is a respected leader who began his career with the
Company’s Brazilian subsidiary in 1963. He has participated in the



Stephen F.
Walsh (67)
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emergence of Brazil from a developing to a developed economy while
rising through the ranks of the Company’s Brazilian subsidiary to the
position of President in 2008. His breadth of international experience
and knowledge is invaluable to the Board.

Since 2005, Senior Vice President Operations of the Company; From
2001-2005, Vice President Operations of the Company; Prior to 2001,
Mr. Walsh was President of the Silicon Carbide Division of
Saint-Gobain Industrial Ceramics, a producer of ceramic and abrasive
products. Mr. Walsh holds a professional director certification from the
American College of Corporate Directors. Mr. Walsh is a strong leader
with a deep understanding of manufacturing operations and the
industrial markets that the Company serves. He is well-versed on the
issues facing a multi-national business and provides strategic expertise
to the Board.

005

2014
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1::;2; Principal Occupation During Last Five Years and Directorships Director Since Term Expires
Class II— Directors:

Until retirement in 2010, Audit Partner, Deloitte & Touche LLP (“D&T”),
Boston, MA (1985-2010), Partner-in-charge of D&T’s audit practice
(1995-2000). From 1980-1985, Senior Vice President, Finance &

Dav1d. A. Administration, Briox Technologies, Inc., Worcester, MA. As a former
Lemoine S . . . 2010 2015
partner of a large multi-national audit practice he brings to the Board
(65) . . . . .
extensive knowledge and experience in public accounting. Mr.
Lemoine’s financial acumen makes him well suited to lead our audit
committee and provide guidance to the Board.
Since 2001, President and Chief Executive Officer of the Company;
prior to 2001, President of the Company. Mr. Starrett started his career
Douglas  with the Company in 1976 as an apprentice toolmaker and has been
A. Starrett promoted to positions of increasing responsibility in engineering, 1984 2015

(61) operations and management. Mr. Starrett’s broad exposure to both
domestic and international operations and markets provides an in-depth
understanding of our business and its culture.

The Board of Directors has determined that Messrs. Kennedy, Lawrence, Lemoine and Piper are “independent”
directors, as defined by the applicable New York Stock Exchange rules.

Director’s Competency

Our directors play a critical role in overseeing the strategic direction and management of the Company. Board
candidates are considered based on a broad breadth of professional skills, experiences, and financial acumen. They
must possess a global perspective, personal integrity, sound judgment, and social and community awareness.
However, in selecting qualified and competent directors, it is important to understand that our Company is a
manufacturing business. Therefore, we look for candidates that have expertise and in-depth knowledge in the
manufacturing field and our distribution channels. As a small public company, we also look for Board members who
possess specific work experiences that augment areas where we may have limited expertise.

10
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Collectively our current members of the Board meet all the above criteria. The Board of Directors believes that the
composition of the Board provides a good balance between the business expertise and the appropriate social
perspective to ensure that the business is operating with concern for the long-term interest of our stockholders,
employees, and the community. Our directors have demonstrated that they have the time to devote to Board activities
and to execute their fiduciary duties to the Company and its stockholders.

GENERAL INFORMATION RELATING TO THE BOARD

OF DIRECTORS AND ITS COMMITTEES

The Board of Directors held five regular meetings and one special meeting during the fiscal year ended June 30, 2013
(“fiscal 2013”). Each of the Company’s directors attended 100% of the aggregate of all meetings of the Board and of all
committees on which he was a member. In addition, the Company’s non-management directors met in executive
session without management participation four times during fiscal 2013. As described in the Company’s Corporate
Governance Policy, the Board of Directors has not formally selected a director to preside over the executive sessions

of the non-management directors. Instead, at each executive session, the non-management directors designate a
presiding director, or chair, for the session. A regular Board meeting is traditionally held immediately following the
Annual Meeting but the Board does not have a policy requiring the attendance by the directors at the Annual Meeting.
All of the directors attended the 2012 Annual Meeting, which was held on October 17, 2012.

Douglas A. Starrett currently serves as Chief Executive Officer and Chairman of the Board of Directors. Mr. Starrett
has worked for the Company for the past thirty-seven years. The Board believes that Mr. Starrett’s breadth of
experience and unique understanding of the corporate culture are important assets in executing the duties of Chief
Executive Officer and Chairman. The advantage of the combined duties contributes to more effective and streamlined
implementation of strategy and creates direct accountability. The Board believes that Mr. Starrett’s in-depth knowledge
of manufacturing and the industrial markets, combined with his international experience, allow Mr. Starrett to provide
strong leadership and direction for the Company. Whether the same leadership structure will be selected when our
Chief Executive Officer’s tenure with the Company ends is a matter that the Board feels should be evaluated at the
time in light of the skills and experience of the Chief Executive Officer and other relevant considerations.

The role of the Board in managing risk at the Company is to have ultimate oversight for the risk management process.
Management has day-to-day responsibility for the identification and control of risk facing the Company including
timely identifying, monitoring, mitigating and managing those risks that could have a material effect on the Company.
Further, management has the responsibility to report these risks as they arise to the Board and its committees and the
Company’s auditors. The Board has delegated certain risk assessment responsibilities to its audit committee (the “Audit
Committee™), its compensation committee (the “Compensation Committee™), its corporate governance and nominating
committee (the “Corporate Governance and Nominating Committee”) and its executive committee (the “Executive
Committee”). The responsibilities of each these committees are described below.

11
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During fiscal 2013, the members of the Audit Committee were Messrs. Kennedy, Lemoine (Chair), and Lawrence.

The Board of Directors has determined that each member of the Committee is independent, as defined by the

applicable New York Stock Exchange rules. In general, the Audit Committee recommends to the Board the

independent auditors to be selected and confers with the Company’s independent auditors to review the audit scope,

the Company’s internal controls, financial reporting issues, results of the audit and the range of non-audit services. See
also “Relationship with Independent Auditors” below. The Audit Committee also oversees the Company’s internal audit
function. The Board has adopted a written charter for the Audit Committee, which is available on the Company’s web
site at www.starrett.com and attached to this proxy statement as Exhibit L.

The members of the Compensation Committee during fiscal 2013 were Messrs. Kennedy (Chair), Piper and
Lawrence. The Board of Directors has determined that each member of the Committee is independent, as defined by
the applicable New York Stock Exchange rules. The function of the Compensation Committee is to review the
compensation of key management personnel and to set the Chief Executive Officer’s compensation. The Board has
adopted a written charter for the Compensation Committee, which is available on the Company’s website at
www.starrett.com.

The members of the Corporate Governance and Nominating Committee during fiscal 2013 were Messrs. Kennedy,
Lawrence (Chair), Lemoine and Piper. The Board of Directors has determined that each member of the Committee is
independent, as defined by the applicable New York Stock Exchange rules. The Board has adopted a written charter
for the Corporate Governance and Nominating Committee, which is available on the Company’s web site at
www.starrett.com. The Corporate Governance and Nominating Committee is responsible for recommending to the
Board nominees for director and for the Company’s corporate governance practices. The Corporate Governance and
Nominating Committee recommends to the Board individuals as director nominees who, in the opinion of the
Committee, have high personal and professional integrity, have experience that is of particular relevance to the
Company, have sufficient time available to devote to the affairs of the Company, and who will be effective, in
conjunction with the other nominees and members of the Board, in collectively serving the long-term best interests of
the stockholders.

12
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The Corporate Governance and Nominating Committee’s process for identifying and evaluating director candidates,
including candidates recommended by stockholders, includes actively seeking to identify qualified individuals by
reviewing lists of possible candidates, such as executive officers of public companies, considering proposals from a
number of sources, such as the Board of Directors, management, employees, stockholders, industry contacts and
outside search firms. The Committee has adopted a policy with respect to submission by stockholders of candidates
for director nominees, which is available on the Company’s web site at www.starrett.com. The Committee will
consider up to two candidates each year recommended by stockholders under this policy. Any stockholder or group of
stockholders (referred to in either case as a “Nominating Stockholder”) that, individually or as a group, have beneficially
owned at least 5% of the Company’s voting power for at least one year prior to the date the Nominating Stockholder
submits a candidate for nomination as a director may submit in writing one candidate to the Committee for
consideration at each stockholder meeting at which directors are to be elected but not later than the 120th calendar day
before the first anniversary of the date that the Company released its proxy statement to stockholders in connection
with the previous year’s annual meeting. Recommendations should be sent to The L.S. Starrett Company, Attention:
Clerk, 121 Crescent Street, Athol, Massachusetts 01331. The recommendation must include specified information
about and the consent and agreement of the candidate. There are no differences in the manner in which the Committee
evaluates candidates for director whether an individual is recommended by a stockholder or otherwise. The
Committee will determine whether to interview any candidates and may seek additional information about candidates
from third-party sources. In addition, stockholders may nominate individuals for election as director at the Company’s
next annual meeting in accordance with the procedures described in Section 3.11 of the Company’s By-laws.

The members of the Executive Committee during fiscal 2013 were Messrs. Starrett, Kennedy and Walsh. The
Executive Committee may exercise most Board powers during the period between Board meetings.

Beginning in fiscal 2013, annual compensation for outside directors on committees changed from an activity-based to
a role-based retainer. The annual retainer for each outside director was as follows: David A. Lemoine $40,000;
Richard B. Kennedy $38,000; Ralph G. Lawrence $37,000; and Terry A. Piper $35,000. Non-employee directors may
elect to defer part or all of their director’s compensation, in which event such deferred compensation and interest
thereon will generally be payable in four equal installments after they cease to be a director.

The Board of Directors as a whole evaluates and approves any transactions with related parties. The Company has not
adopted a written policy or procedure used to evaluate and approve transactions with related parties. Instead,
transactions are considered by the Board of Directors at meetings or through written consents.

There have not been any transactions, or proposed transactions, during the last two fiscal years, to which the Company
was or is to be a party, in which any director or executive officer of the Company, any nominee for election as a
director, any security holder owning beneficially more than 5% of the Common Stock of the Company, or any
member of the immediate family of the aforementioned persons had or is to have a direct or indirect material interest.

13
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A.  Audit Committee Report

The Audit Committee operates in accordance with a written charter adopted by the Board and reviewed annually by

the Committee. The Committee is responsible for overseeing the quality and integrity of the Company’s accounting,
auditing and financial reporting practices. It is composed solely of members who are independent, as defined by the
applicable rules of the New York Stock Exchange and under Rule 10A-3 of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”). Further, Mr. Lemoine is an “audit committee financial expert” as defined by the rules of
the Securities and Exchange Commission (the “SEC”). The Audit Committee is chaired by Mr. Lemoine, who is a
certified public accountant and is a retired partner of a large public accounting firm.

Management has the primary responsibility for the financial statements and the financial reporting process.
Management is also responsible for assessing and maintaining the effectiveness of internal controls over the financial
reporting process in compliance with Sarbanes-Oxley Section 404 requirements. The Audit Committee oversees the
Company’s financial reporting process and internal controls on behalf of the Board. In this regard, the Audit
Committee helps to ensure the independence of the Company’s auditors, its internal audit function, and the integrity of
management and the adequacy of disclosure to stockholders. Representatives of the Company’s independent auditors,
Grant Thornton LLP, and financial management and other management personnel have unrestricted access to the
Audit Committee.

14
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The Company’s independent auditors are responsible for auditing the Company’s annual financial statements and
expressing an opinion as to whether the statements are fairly stated in conformity with accounting principles generally
accepted in the United States. In addition, the Company’s independent auditors are responsible for auditing the
Company’s internal controls over financial reporting. The Company’s independent auditors perform their
responsibilities in accordance with the standards of the Public Company Accounting Oversight Board.

For fiscal 2013, management, Grant Thornton LLP and the Audit Committee met seven times including meetings to
discuss the Company’s annual and quarterly earnings reports and financial statements prior to each public release of
such reports or statements.

With respect to fiscal 2013, the Audit Committee met prior to the issuance of the Company’s Annual Report on Form
10-K, to:

review and discuss the audited financial statements with the Company’s management;

discuss with Grant Thornton LLP the matters required to be discussed by SAS No. 61 (Codification of Statements on
Auditing Standards, AV Section 380, as modified and supplemented); and

discuss with Grant Thornton LLP its independence and receive from Grant Thornton LLP the written disclosures and
the letter required by applicable requirements of the Public Company Accounting Oversight Board concerning
independence.

Based upon these reviews and discussions, the Audit Committee recommended that the audited financial statements
be included in the Company’s Annual Report on Form 10-K for the fiscal year ended June 30, 2013 for filing with the
SEC.

The Audit Committee has considered and determined that the provision of the non-audit services provided by Grant
Thornton LLP is compatible with maintaining the auditor’s independence and in accordance with Company policy to
limit non-audit service fees to be no more than the total audit fee.

The Audit Committee has appointed Grant Thornton LLP as the independent registered public accounting firm of the
Company for fiscal 2013 and intends to submit such recommendation to the Company’s stockholders for ratification
(but not for approval) at the Company’s 2013 Annual Meeting.

Audit Committee

15
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David A. Lemoine, Chairman
Richard B. Kennedy
Ralph G. Lawrence

September 5, 2013

This report of the Audit Committee shall not be deemed incorporated by reference by any general statement
incorporating by reference this proxy statement into any filing under the Securities Act of 1933, as amended (the
“Securities Act”) or under the Exchange Act, except to the extent that the Company specifically incorporates this
information by reference, and shall not otherwise be deemed filed under the Securities Act and the Exchange Act and
shall not be deemed soliciting material.

B. Audit Fees and Audit Committee Pre-Approval Policy

Audit Fees

The following table sets forth the approximate aggregate fees billed to the Company for the fiscal years ended June
30, 2013 and June 30, 2012 by the Company’s independent auditors, Grant Thornton LLP, in each of the last two fiscal
years:

Fee Catevor Fiscal Fiscal

Lee Lategory 2013 Fees 2012 Fees
Audit Fees $1,176,628 $1,127,162
Audit-Related Fees - -

Tax Fees 79,979 119,900
All Other Fees - -

Total Fees $1,256,607 $1,247,062

“Audit Fees” were for professional services rendered for the audit of the Company’s consolidated financial statements
and review of the interim consolidated financial statements included in quarterly reports and services that are normally
provided by Grant Thornton LLP in connection with statutory and regulatory filings or engagements. Audit fees for
fiscal 2013 and fiscal 2012 also included services related to the Company’s compliance with Section 404 of the
Sarbanes-Oxley Act regarding internal control over financial reporting.
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“Audit Fees” were for assurance and related services that are reasonably related to the performance of the audit or
review of Company’s consolidated financial statements.

“Tax Fees” were for professional services for federal, state and international tax compliance, tax advice and tax
planning.

There were no “All Other Fees” in fiscal 2012 or 2013.

In making its determination regarding the independence of Grant Thornton LLP, the Audit Committee considered
whether the provision of the services covered in the sections entitled “Audit-Related Fees” and “Tax Fees” was compatible
with maintaining such independence. All of the work performed by Grant Thornton LLP was performed by full-time
employees of the firm.

No fees were paid to Grant Thornton LLP for financial information systems design or implementation services during
fiscal 2013 or fiscal 2012.

Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent Auditors

The Audit Committee’s policy is to pre-approve all audit and permissible non-audit services provided by the
independent auditors in order to ensure that the provision of such services does not impair the auditors’ independence.
These services may include audit services, audit-related services, tax services and other services. In addition to
generally pre-approving, on a case-by-case basis, services provided by the independent auditors, the Audit Committee
has adopted a policy for the pre-approval of certain specified services which may be provided by the independent
auditors. Under this policy, the Audit Committee has pre-approved the auditors’ engagement letter for the provision of
certain services. These services set forth in the engagement letter have been identified in a sufficient level of detail so
that management will not be called upon to make judgment as to whether a proposed service fits within the scope of
the engagement letter. Pursuant to the policy, the Audit Committee is informed of the auditors’ provision, if any, of a
pre-approved service on a periodic basis and the auditor’s report to the Audit Committee the fees for any services
performed under this pre-approval policy.

C. Executive Officers of the Company
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The following table sets forth the names of the executive officers of the Company, their positions and ages of August
30, 2013:

Name Age Position

Douglas A. Starrett 61 President, Chief Executive Officer and Director
Francis J. O’Brien 66 Chief Financial Officer and Treasurer

Anthony M. Aspin 60 Vice President Sales

Stephen F. Walsh 67 Senior Vice President Operations and Director

Francis J. O’Brien has been the Company’s Chief Financial Officer and Treasurer since 2009. Previously he served as
Chief Financial Officer at Delta Education, LLC, an elementary school education company, from 2005 to 2009. Prior
to Delta Education, he was Chief Financial Officer at StockerYale Corporation, a publicly traded technology

company, from 2001 to 2004 and Director of Finance and Business Development at Analogic Corporation, a publicly
traded manufacturer of medical and security systems, from 1998 to 2000. Mr. O’Brien served as Corporate Vice
President of Finance & Administration for Addison Wesley, a global education company, from 1982 to 1997 and as
Senior Manager at Coopers & Lybrand, an international public accounting firm, from 1976 to 1982. Mr. O’Brien holds
a BA from the University of Massachusetts and an MBA from Suffolk University and is a Certified Public

Accountant.

Anthony M. Aspin has served as Vice President Sales since 2000. He previously served as a divisional sales manager
with the Company.

Mr. Starrett’s and Mr. Walsh’s background is described above under “I. Election of Directors.”

The President and Treasurer hold office until the first meeting of the directors following the next annual meeting of
stockholders and until their respective successors are chosen and qualified, and each other officer holds office until the
first meeting of directors following the next annual meeting of stockholders, unless a shorter period shall have been
specified by the terms of his election or appointment or, in each case, until he sooner dies, resigns, is removed or
becomes disqualified. There have been no events under any bankruptcy act, no criminal proceedings and no
judgments or injunctions material to the evaluation of the ability and integrity of any executive officer during the past
five years.
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Compensation Discussion and Analysis

Overview and Objectives

The Company is engaged in the business of manufacturing industrial, professional and consumer products. The total
number of different items made and sold by the Company exceeds 5,000. The Company is a preeminent global brand
in the field of measuring tools and saw products. The Company’s tools and instruments are sold throughout the United
States and over 100 foreign countries around the world. The largest consumer of these products is the metalworking
industry, but other important customers are automotive, aerospace, medical, marine and farm equipment,
do-it-yourselfers, and tradesmen such as builders, carpenters, plumbers and electricians. The Company’s principal
plant is located in Athol, Massachusetts. In addition, the Company operates manufacturing plants in Ohio, North
Carolina, Minnesota, California, Georgia, Brazil, Scotland and China.

Although the Company is a small to mid-sized manufacturer, the Compensation Committee understands that the
Company’s breadth of product, global operating presence and brand equity demands that the business be managed by
highly competent personnel in order to meet the challenges and the continual changing landscape of today’s global
economy. The Company’s executives require the same talents as much larger organizations and must be motivated,
versatile and experienced in order for the Company to prosper in the future. To that end, the Company must recruit,
retain and reward qualified executive talent in order to build long-term shareholder value and a sustainable business
for the benefit of all stakeholders.

Compensation Committee

The Compensation Committee of the Company consists of three independent directors and is chaired by Richard B.
Kennedy. The members of the Compensation Committee are Messrs. Kennedy, Lawrence and Piper. The Committee
operates in accordance with a written charter adopted by the Board of Directors and reviewed annually by the
Compensation Committee. The Compensation Committee is responsible for reviewing and setting the compensation
of the Company’s Chief Executive Officer and for recommending to the full Board of Directors the compensation for
the Company’s other executive officers.

The Compensation Committee engaged Radford, an executive compensation consultant, during fiscal 2012 to review
base salary, target total cash compensation, long term incentive opportunity and total compensation against the
competitive marketplace using a peer group of similarly situated companies. Radford has been evaluated by the
Compensation Committee of the Board of Directors in accordance with SEC rules and has been determined to be
independent.
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The Compensation Committee has the opportunity to work closely with each executive officer during the year at
various board and committee meetings and has a good understanding and working knowledge of each individual’s
contributions and talents. However, the Compensation Committee discusses with the CEO the performance and
contributions of each executive officer and seeks his advice and recommendations when setting compensation. The
CEO is not present when the Compensation Committee discusses his compensation.

Compensation Philosophy

Our compensation practices are relatively simple, straightforward and transparent. Setting compensation is not done
by a strict formula. It is a subjective judgment based on a number of factors. We do not look at the performance for
just one year, but for a number of years, and consider the economic climate in all areas of the world where we operate.
We look at how stockholders, employees and stakeholders at all locations have fared during these periods. In
particular, we look at measures affecting stockholders’ equity such as sales revenues and net profit margins, which are
key indicators of stockholder value. We also consider stock price movement, bearing in mind that the stock market is
generally short-term oriented and subject to pressures that are not under the control of executive officers.

Our executive officers currently do not have employment contracts or company-paid memberships or professional
services. For fiscal year 2013 compensation consisted primarily of base salary, cash incentive compensation and
grants of awards under the 2012 Long Term Incentive Plan. In addition, in fiscal year 2013, long-term equity (stock)
incentives are available to our executives and employees on the same basis through our employee stock purchase plan.

We make judgments based on the considerations listed above and on competitive compensation at companies of
similar size and in similar fields. We use specific peer comparisons listed above and we draw on our knowledge of the
market cost of any executive who might have to be replaced. The Compensation Committee also periodically reviews
various publicly available sources of compensation data. We believe that our executive compensation is generally
lower than executive compensation paid by companies of similar size and in similar fields for comparable positions.
There is a need to close this gap through base salary increases and performance-based incentive plans in order to
retain and attract qualified management talent.
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Components of Executive Compensation

The five elements of our executive compensation program are:

Base salary

Cash incentive compensation
Long-term incentives
Retirement benefits

Other compensation

These components are intended to encourage and achieve the purpose and philosophies of our compensation programs
set forth above. We have not adopted formal policies for allocation between long- and short-term, and cash- and
non-cash, compensation. We seek a mix between all elements of compensation to achieve a total compensation
package that is commensurate with the executive officer’s position, responsibility and performance relative to his peers
in other companies of similar size and in similar fields.

At the 2011 annual meeting of stockholders, the stockholders approved, on a non-binding, advisory basis, the
compensation of the Company’s named executive officers (“NEOs”). The stockholders also voted, on a non-binding,
advisory basis, on the frequency of holding non-binding, advisory votes on the compensation of the Company’s NEOs.
The stockholders of the Company voted in favor of holding an advisory vote every three years. The Compensation
Committee considered the results of this vote and determined that, consistent with the majority vote of the Company’s
stockholders at the 2011 annual meeting of stockholders, the Company will hold future non-binding stockholder
advisory votes on the compensation of the Company’s NEOs every three years at the Company’s annual meeting of
stockholders. Accordingly, the next non-binding, advisory vote on executive compensation will be submitted to the
stockholders at the 2014 annual meeting of stockholders.

Base Salary

Base salary is the fixed component of the executive’s cash compensation and should reflect the individual’s position
and scope of responsibility, taking into consideration experience, tenure, long-term potential and the ability to assume
additional responsibility.

The Compensation Committee reviews base salaries for the executive officers in June of each year or in connection
with promotions. The Compensation Committee of the Board of Directors approved the following officer salaries
effective July 1, 2011 based on our executive compensation philosophy: Mr. Starrett $375,000; Mr. Walsh $250,000;
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Mr. O’Brien $200,000; and Mr. Aspin $175,000. The Compensation Committee of the Board of Directors approved the
following officer salaries effective July 1, 2012 based on our executive compensation philosophy: Mr. Starrett
$394,000; Mr. Walsh $263,000; Mr. O’Brien $213,000; and Mr. Aspin $185,000. The Compensation Committee of the
Board of Directors granted no base salary increases for fiscal 2014; therefore, the fiscal 2014 salaries remained the
same as fiscal 2013, effective July 1, 2013.

Cash Incentive Compensation

Annual cash incentive compensation is variable pay for the NEOs to reward them for overall Company and individual
performance in the key areas of sales, operational, and financial results. This component of incentive compensation is
important to attract highly motivated and skilled executives.

The Board of Directors, upon the recommendation of the Compensation Committee, voted in fiscal 2013 to adopt a
new cash bonus plan for executive officers of the Company (the “Cash Bonus Plan”).

The Cash Bonus Plan bases awards on achievement of financial goals, which are reviewed and recommended by the
Compensation Committee and are approved by the Board of Directors. Targets for the NEOs are established on three
financial measures—consolidated sales, operating profit and cash flow. Similar to the Company’s previous cash bonus
plan, income before taxes equal to 4% of revenue must be achieved before any cash bonuses for the NEOs are
awarded. Once the 4% threshold is achieved, the participant earns a percentage of salary based upon the percentage
level of achievement against the three financial measures of consolidated sales, operating profit and cash flow. Each
participant’s financial measures are weighted on a percentage basis to reflect their specific responsibilities.
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The percentage weighted for each financial measure is applied on a sliding scale to calculate the percentage of salary
upon which the bonus is earned. The scale begins, upon achievement of 90% of a financial measure, at 15% of salary.
The percentage of salary increases 1% for each 1% increase in achievement of the financial measure up to 95%; 2% of
salary for each 1% increase in achievement of financial measures up to 100%; and 3% increase in salary for each 1%
increase in achievement of financial measures up to 110%. Bonuses under the Cash Bonus Plan for fiscal 2013 were
capped at 50% of salary.

The Cash Bonus Plan covers the four executive officers responsible for the Company’s worldwide results: Douglas A.
Starrett, Stephen F. Walsh, Anthony M. Aspin and Francis J. O’Brien. Based on fiscal 2013 results, no cash incentives
were earned.

Long Term Equity Incentives

The Board adopted the Company’s 2012 Long-Term Incentive Plan, which was approved by the stockholders at the
October 17, 2012 annual meeting, under which equity-based and cash-incentive awards may be granted to employees,
directors, consultants and advisors of the Company. We plan to provide long-term equity compensation opportunities
under the 2012 Long-Term Incentive Plan to our NEOs to provide a link between compensation and shareholder value
and as a valuable retention component as, generally, the executive forfeits any unvested portion of the long-term
equity component if the executive is not employed by the Company at the time of vesting. Radford, in conducting a
competitive review of executive compensation, found the Company’s NEOs were lacking in competitive long-term
incentive opportunity and recommended a first year strategy of making long term equity grants that would position the
Company in the 25% percentile of the market using a combination of options and restricted stock units. Market data
for long term incentive compensation at the 25t percentile ranged up to $248,000 in value for chief executive officers
and $55,000 to $136,000 for other NEOs.

There are also other opportunities for our employees, including our NEOs, to invest in Company stock through the
401(k) Plan, the Company’s 1952 Employees’ Stock Purchase Plan and the 2012 Employee Stock Purchase Plan.

Retirement Benefits

The Compensation Committee and Company management believe that it is important to provide retirement benefits to
employees who reach retirement age. Company retirement benefits consist of the following components:
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The 401(k) Plan. The Company’s 401(k) Plan is a defined contribution plan intended to be qualified under the Internal
Revenue Code. Our executive officers are eligible to participate in the 401(k) plan on the same terms as our other
employees. For additional information regarding the Company’s 401(k) Plan, please see section “F. Employee Stock
Ownership and 401(k) Savings Plans” of this proxy below.

The Retirement Plan. The Company’s Retirement Plan is a defined benefit pension plan intended to be qualified under
the Internal Revenue Code. Participants in this plan are generally eligible to retire with unreduced pension benefit at
age 65. Our executive officers participate in the Retirement Plan on the same basis as our other employees with
similar years of service at the Company. Further detail concerning the Retirement Plan is contained in the Pension
Benefits Table and the related narrative below.

The ESOPs. The Company’s 1984 Employee Stock Ownership Plan (the “1984 ESOP”) and the 2013 Employee Stock
Ownership Plan (the “2013 ESOP” and collectively with the 1984 ESOP, the “ESOPs”) are employee stock ownership
plans intended to be qualified under the Internal Revenue Code. An employee’s vested balance, if any, under the
ESOPs will generally