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PART I
 

INFORMATION REQUIRED IN THE SECTION 10(a) PROSPECTUS
 

Item 1.   Plan Information.*
Item 2.  Registrant Information and Employee Plan Annual Information.*

 
* Information required by Part I to be contained in the Section 10(a) prospectus is omitted from the Registration Statement in accordance with Rule

428 under the Securities Act of 1933 and the Note to Part I of Form S-8.
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PART II
 

INFORMATION REQUIRED IN THE REGISTRATION STATEMENT
 

Item 3.  Incorporation of Documents by Reference.

The Securities and Exchange Commission (the “SEC”) allows FARO Technologies, Inc. (the "Registrant") to “incorporate by reference” the
information the Registrant files with the SEC, which means the Registrant can disclose important information to you by referring you to those documents.
The information included in the following documents is incorporated by reference and is considered to be a part of this prospectus. The most recent
information that the Registrant files with the SEC automatically updates and supersedes more dated information. The Registrant has previously filed the
following documents with the SEC and is incorporating them by reference into this prospectus:
 

(a)  The Registrant’s Annual Report on Form 10-K for the year ended December 31, 2004 (including information specifically
incorporated by reference into the Registrant’s Form 10-K from the Registrant’s definitive Proxy Statement).
 

(b)  The Registrant’s Current Report on Form 8-K as filed with the SEC on March 30, 2005;
 

(c)  The Registrant’s Current Report on Form 8-K as filed with the SEC on April 1, 2005;
 

(d)  The Registrant’s Current Report on Form 8-K as filed with the SEC on April 13, 2005;
 

(e)  The Registrant’s Current Report on Form 8-K as filed with the SEC on May 10, 2005;
 

(f)  The Registrant’s Quarterly Report on Form 10-Q as filed with the SEC on May 11, 2005;
 

(g)  The Registrant’s description of its common stock contained in the Registration Statement on Form 8-A filed on September 15,
1997 and any amendments or reports filed for the purpose of updating such description; and
 

All reports and other documents subsequently filed by the Registrant pursuant to Sections 13(a), 13(c), 14, or 15(d) of the Securities Exchange Act
of 1934, as amended (the “Exchange Act”), after the date of filing of this Registration Statement and prior to the filing of a post-effective amendment to this
Registration Statement that indicates that all securities offered hereby have been sold or which deregisters all securities then remaining unsold, shall be
deemed to be incorporated by reference in this Registration Statement and to be a part hereof from the date of filing of such reports and documents. The
information contained in any such documents will automatically update and supercede any information previously incorporated by reference into this
Registration Statement. Any such information so modified or superseded shall not be deemed, except as so modified or superseded, to constitute part of this
Registration Statement.
 
Item 4.  Description of Securities.

Not applicable.
 
Item 5.  Interests of Named Experts and Counsel.

Foley & Lardner LLP has provided the Registrant with an opinion relating to the legality of the common stock being offered by this Registration
Statement. Certain attorneys with Foley & Lardner LLP beneficially own an aggregate of 2,000 shares of common stock of the Registrant as of the date of
this prospectus.

Item 6.  Indemnification of Directors and Officers.

The Registrant is a Florida corporation. The Florida Business Corporation Act, as amended (the "Florida Act"), provides that, in general, a business
corporation may indemnify any person who is or was a party to any proceeding (other than an action by, or in the right of, the corporation) by reason of the
fact that he is or was a director or officer of the corporation, against liability incurred in connection with such proceeding, including any appeal thereof,
provided certain standards are met, including that such officer or director acted in good faith and in a manner he reasonably believed to be in, or not opposed
to, the best interests of the corporation, and provided, further that, with respect to any criminal action or proceeding, the officer or director had no reasonable
cause to believe his conduct was unlawful. In the case of proceedings by or in the right of the corporation, the Florida Act provides that, in general, a
corporation may indemnify any person who was or is a party to any such proceeding by reason of the fact that he is or was a director or officer of the
corporation against expenses and amounts paid in settlement actually and reasonably incurred in connection with the defense or settlement of such
proceeding, including any appeal thereof, provided that such person acted in good faith and in a manner he reasonably believed to be in, or not opposed to, the
best interests of the corporation, except that no indemnification shall be made in respect of any claim as to which such person is adjudged liable unless a court
of competent jurisdiction determines upon application that such person is fairly and reasonably entitled to indemnity. To the extent that any officers or
directors are successful on the merits or otherwise in the defense of any of the proceedings described above, the Florida Act provides that the corporation is
required to indemnify such officers or directors against expenses actually and reasonably incurred in connection therewith. However, the Florida Act further
provides that, in general, indemnification or advancement of expenses shall not be made to or on behalf of any officer or director if a judgment or other final
adjudication establishes that his actions, or omissions to act, were material to the cause of action so adjudicated and constitute: (i) a violation of the criminal
law, unless the director or officer had reasonable cause to believe his conduct was lawful or had no reasonable cause to believe it was unlawful; (ii) a
transaction from which the director or officer derived an improper personal benefit; (iii) in the case of a director, a circumstance under which the director has
voted for or assented to a distribution made in violation of the Florida Act or the corporation's articles of incorporation; or (iv) willful misconduct or a



conscious disregard for the best interests of the corporation in a proceeding by or in the right of the corporation to procure a judgment in its favor or in a
proceeding by or in the right of a shareholder. The Registrant has purchased insurance with respect to, among other things, any liabilities that may arise under
the statutory provisions referred to above.
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Item 7.  Exemption from Registration Claimed.

Not Applicable.
 
Item 8.  Exhibits.

The following exhibits have been filed (except where otherwise indicated) as part of this Registration Statement:
 

Exhibit No. Exhibit
  

(4.1) 2004 Equity Incentive Plan.
  

(4.2) Amended and Restated 1997 Employee Stock Option Plan.
  
(5) Opinion of Foley & Lardner LLP regarding legality of common stock.
  

(23.1) Consent of Grant Thornton LLP.
  

(23.2) Consent of Ernst & Young LLP.
  

(23.3) Consent of Foley & Lardner (contained in Exhibit 5 hereto).
  
(24) Power of Attorney relating to subsequent amendments (included on the signature page to this Registration Statement).
  

Item 9.  Undertakings.

(1) The undersigned Registrant hereby undertakes:
 

(a) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:

(i) To include any prospectus required by section 10(a)(3) of the Securities Act;
 

(ii) To reflect in the prospectus any facts or events arising after the effective date of this registration statement (or the most recent
post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information set forth in this registration
statement. Notwithstanding the foregoing, any increase or decrease in volume of securities offered (if the total dollar value of securities offered would not
exceed that which was registered) and any deviation from the low or high end of the estimated maximum offering range may be reflected in the form of
prospectus filed with the Commission pursuant to Rule 424(b) of the Securities Act, if, in the aggregate, the changes in volume and price represent no more
than a 20% change in the maximum aggregate offering price set forth in the "Calculation of Registration Fee" table in this Registration Statement.
 

(iii) To include any material information with respect to the plan of distribution not previously disclosed in this Registration
Statement or any material change to such information in this Registration Statement.
 

PROVIDED, HOWEVER, that paragraphs (a)(i) and (a)(ii) above do not apply if the information required to be included in a post-
effective amendment by those paragraphs is contained in periodic reports filed by the Registrant pursuant to Section 13 or Section 15(d) of the Exchange Act
that are incorporated by reference herein.
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(b) That, for the purpose of determining any liability under the Securities Act, each such post-effective amendment shall be deemed
to be a new registration statement relating to the securities offered herein, and the offering of such securities at that time shall be deemed to be the initial bona
fide offering thereof.

(c) To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold
at the termination of the offering.

2.  The undersigned Registrant hereby undertakes that, for purposes of determining any liability under the Securities Act, each filing of the
registrant's annual report pursuant to Section 13(a) or Section 15(d) of the Exchange Act (and, where applicable, each filing of an employee benefit plan's
annual report pursuant to section 15(d) of the Exchange Act) that is incorporated by reference in the Registration Statement shall be deemed to be a new
registration statement relating to the securities offered herein, and the offering of such securities at that time shall be deemed to be the initial bona fide
offering thereof.
 

3. Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and controlling persons of
the registrant pursuant to the foregoing provisions, or otherwise, the Registrant has been advised that in the opinion of the Commission such indemnification
is against public policy as expressed in the Securities Act and is, therefore, unenforceable. In the event that a claim for indemnification against such liabilities
(other than the payment by the registrant of expenses incurred or paid by a director, officer or controlling person of the Registrant in the successful defense of
any action, suit or proceeding) is asserted by such director, officer or controlling person in connection with the securities being registered, the Registrant will,
unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such
indemnification by it is against public policy as expressed in the Securities Act and will be governed by the final adjudication of such issue.
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SIGNATURES
 

Pursuant to the requirements of the Securities Act of 1933, the Registrant has duly caused this Form S-8 to be signed on its behalf by the undersigned,
thereunto duly authorized, in the City of Lake Mary, and State of Florida, on this 17th day of May, 2005.
 

FARO TECHNOLOGIES, INC.

By:  /s/ Simon Raab    
Simon Raab
Chief Executive Officer

 
Pursuant to the requirements of the Securities Act of 1933, this Registration Statement has been signed by the following persons in the capacities and on

the dates indicated. Each person whose signature appears below constitutes and appoints Simon Raab and Gregory A. Fraser, and each of them individually,
his true and lawful attorneys-in-fact and agents, with full power of substitution and resubstitution, for him in his name, place and stead, in any and all
capacities, to sign any and all amendments (including post-effective amendments) to this Registration Statement and any Rule 462(b) Registration Statement
and to file the same, with all exhibits thereto, and other documents in connection therewith, with the Securities and Exchange Commission, granting unto said
attorneys-in-fact and agents, and each of them, full power and authority to do and perform each and every act and thing requisite and necessary to be done in
connection therewith, as fully to all intents and purposes as he or she might or could do in person, hereby ratifying and confirming all that said attorneys-in-
fact and agents, or any of them, or their or his or her substitute or substitutes, may lawfully do or cause to be done by virtue hereof.
 

Signature
 

Title
 

Date
 

/s/ Simon Raab
Simon Raab

 

Chairman of the Board of Directors, Chief Executive Officer, and
Director

 

May 17, 2005
 

/s/ Barbara Smith 
Barbara Smith

 

Chief Financial Officer (the principal financial officer and
principal accounting officer)

 

May 17, 2005
 

/s/ Hubert d’Amours 
Hubert d’Amours

 

Director
 

May 17, 2005
 

/s/ Stephen R. Cole 
Stephen R. Cole

 

Director
 

May 17, 2005
 

/s/ Norman H. Schipper 
Norman H. Schipper

 

Director
 

May 17, 2005
 

/s/ Andre Julien
Andre Julien

 

Director
 

May 17, 2005
 

/s/ John Caldwell
John Caldwell

 

Director
 

May 17, 2005
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Exhibit 4.1
 

FARO TECHNOLOGIES, INC.
 

2004 EQUITY INCENTIVE PLAN
 

I.  Purpose
 

The purpose of the FARO Technologies, Inc. 2004 Equity Incentive Plan (the “Plan”) is to promote the best interests of FARO Technologies, Inc.
(together with any successor thereto, the “Company”) and its shareholders by providing Employees and non-employee directors of the Company and its
Affiliates (as defined below) with an opportunity to acquire a proprietary interest in the Company. It is intended that the Plan will promote continuity of
management and increased incentive and personal interest in the welfare of the Company by those Employees who are primarily responsible for shaping and
carrying out the long-range plans of the Company and securing the Company’s continued growth and financial success. In addition, by encouraging stock
ownership by directors who are not employees of the Company or its Affiliates, the Company seeks to attract and retain on its Board of Directors persons of
exceptional competence and to provide a further incentive to serve as a director of the Company.
 
II.  Definitions
 

As used in the Plan, the following terms shall have the respective meanings set forth below:
 

(a)  “Affiliate” shall mean any entity that, directly or through one or more intermediaries, is controlled by, controls, or is under
common control with, the Company.
 

(b)  “Award” shall mean any Option, Stock Appreciation Right, Restricted Stock, Restricted Stock Unit, Performance Share or
Performance Unit granted under the Plan.
 

(c)  “Award Agreement” shall mean any written agreement, contract, or other instrument or document evidencing any Award granted
under the Plan.
 

(d)  “Code” shall mean the Internal Revenue Code of 1986, as amended from time to time. Any reference to a specific provision of the
Code shall also be deemed a reference to any successor provision thereto.
 

(e)  “Commission” shall mean the United States Securities and Exchange Commission or any successor agency.
 

(f)  “Committee” shall mean a committee of the Board of Directors of the Company designated by such Board to administer the Plan
and comprised solely of not less than two directors, each of whom will be a “non-employee director” within the meaning of Rule 16b-3 and each of whom
will be an “outside director” within the meaning of Section 162(m)(4)(C) of the Code; provided that the mere fact that the Committee shall fail to qualify
under the foregoing requirements shall not invalidate any Award made by the Committee that is otherwise validly made under the Plan, unless the Committee
is aware at the time of the Award’s grant of the Committee’s failure to so qualify.
 

(g)  “Dividend Equivalent” shall mean a right, granted to a Participating Employee or a Non-Employee Director under the Plan, to
receive cash equal to the cash dividends paid with respect to a specified number of Shares. Dividend Equivalents shall not be deemed to be Awards under the
Plan.
 

(h)  “Employee” shall mean any employee of the Company or any of its subsidiaries.
 

(i)   “Exchange Act” shall mean the Securities Exchange Act of 1934, as amended from time to time.
 

(j)  “Excluded Items” shall mean any items which the Committee determines shall be excluded in fixing Performance Goals, including,
without limitation, any gains or losses from discontinued operations, any extraordinary gains or losses and the effects of accounting changes.
 

(k)  “Fair Market Value” shall mean, with respect to any property (including, without limitation, any Shares or other securities), the fair
market value of such property determined by such methods or procedures as shall be established from time to time by the Committee.
 

(l)  “Incentive Stock Option” shall mean an option granted under Section 6(a) of the Plan that is intended to meet the requirements of
Section 422 of the Code.
 



(m)  “Non-Employee Director” shall mean a director of the Company or any Affiliate who is not an employee of the Company or any
Affiliate.
 

(n)  “Non-Qualified Stock Option” shall mean an option granted under Section 6(a) of the Plan that is not intended to be an Incentive
Stock Option.
 

(o)  “Option” shall mean an Incentive Stock Option or a Non-Qualified Stock Option.
 

(p)  “Participating Employee” shall mean a Employee designated by the Committee to be granted an Award under the Plan.
 

(q)  “Performance Goals” shall mean each of, or a combination of one or more of, the following (in all cases after excluding the impact
of applicable Excluded Items):
 

(i)  Return on equity;
 

(ii)  Return on investment;
 

(iii)  Return on net assets;
 

(iv)  Return on revenues;
 

(v)  Operating income;
 

(vi)  Performance value added (as defined by the Committee at the time of selection);
 

(vii)  Pre-tax profits;
 

(viii)  Net income;
 

(ix)  Net income per Share;
 

(x)  Working capital as a percent of net revenues;
 

(xi)  Net cash provided by operating activities;
 

(xii)  Market price per Share;
 

(xiii)  Total shareholder return;
 

(xiv)  Key operational measures, which shall be deemed to include new customer origination, customer penetration,
customer satisfaction, employee safety, market share, plant utilization, cost containment, and cost structure reduction.

 
(xv)  Cash flow or cash flow per share;

 
(xvi)  Reserve value or reserve value per share;

 
(xvii)  Net asset value or net asset value per share;

 
(xviii)  Production volumes; and

 
(xix)  Product and technology developments and improvements.

 
measured in each case for the Performance Period (aa) for the Company on a consolidated basis, (bb) for any one or more

Affiliates or divisions of the Company, where appropriate, and/or (cc) for any other business unit or units of the Company or any Affiliate, where appropriate,
as defined by the Committee at the time of selection; provided that it shall only be appropriate to measure net earnings per Share and market price per Share
on a consolidated basis.
 

(r)   “Performance Period” shall mean, in relation to Performance Shares or Performance Units, any period for which a Performance
Goal or Goals have been established; provided, however, that such period shall not be less than one year.
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(s)  “Performance Share” shall mean any right granted under Section 6(e) of the Plan that will be paid out in cash, as a Share (which, in
specified circumstances, may be a Share of Restricted Stock) or as a Restricted Stock Unit, which right is contingent on the achievement of one or more
Performance Goals during a specified Performance Period.
 

(t)  “Performance Unit” shall mean any right granted under Section 6(e) of the Plan to receive a designated dollar value amount in cash,
Shares (which, in specified circumstances, may be a designated dollar value amount of Shares of Restricted Stock) or Restricted Stock Units, which right is
contingent on the achievement of one or more Performance Goals during a specified Performance Period.
 

(u)  “Person” shall mean any individual, corporation, partnership, association, joint-stock company, trust, unincorporated organization,
or government or political subdivision thereof.
 

(v)  “Released Securities” shall mean Shares of Restricted Stock with respect to which all applicable restrictions have expired, lapsed,
or been waived.
 

(w)  “Restricted Securities” shall mean Awards of Restricted Stock or other Awards under which issued and outstanding Shares are
held subject to certain restrictions.
 

(x)  “Restricted Stock” shall mean any Share granted under Section 6(c) of the Plan or, in specified circumstances, a Share paid in
connection with another Award, with such Share subject to risk of forfeiture and restrictions on transfer or other restrictions that will lapse upon the
achievement of one or more goals relating to completion of service by the Employee or Non-Employee Director or the achievement of performance or other
objectives, as determined by the Committee.
 

(y)  “Restricted Stock Unit” shall mean any right to receive Shares in the future granted under Section 6(d) of the Plan or paid in
connection with another Award, with such right subject to risk of forfeiture and restrictions on transfer or other restrictions that will lapse upon the
achievement of one or more goals relating to completion of service by the Employee or Non-Employee Director or the achievement of performance or other
objectives, as determined by the Committee.
 

(z)  “Rule 16b-3” shall mean Rule 16b-3 as promulgated by the Commission under the Exchange Act, or any successor rule or
regulation thereto.
 

(aa)  “Shares” shall mean shares of common stock of the Company, $.001 par value, and such other securities or property as may
become subject to Awards pursuant to an adjustment made under Section 4(b) of the Plan.
 

(bb)  “Stock Appreciation Right” shall mean any right granted under Section 6(b) of the Plan.
 
III.  Administration
 

The Plan shall be administered by the Committee; provided, however, that if at any time the Committee shall not be in existence, the functions of the
Committee as specified in the Plan shall be exercised by a committee consisting of those members of the Board of Directors of the Company who qualify as
“non-employee directors” under Rule 16b-3 and as “outside directors” under Section 162(m)(4)(C) of the Code. To the extent permitted by applicable law, the
Committee may delegate to one or more executive officers of the Company any or all of the authority and responsibility of the Committee with respect to the
Plan, other than with respect to Persons who are subject to Section 16 of the Exchange Act. To the extent the Committee has so delegated to one or more
executive officers the authority and responsibility of the Committee, all references to the Committee herein shall include such officer or officers.
 

Subject to the terms of the Plan and without limitation by reason of enumeration, the Committee shall have full discretionary power and authority to:
(i) designate Participating Employees and select Non-Employee Directors to be participants under the Plan; (ii) determine the type or types of Awards to be
granted to each Participating Employee and Non-Employee Director under the Plan; (iii) determine the number of Shares to be covered by (or with respect to
which payments, rights, or other matters are to be calculated in connection with) Awards granted to Participating Employees or Non-Employee Directors;
(iv) determine the terms and conditions of any Award granted to a Participating Employee or Non-Employee Director (provided, however, that the exercise
price of any Option shall not be less than 100% of the Fair Market Value of a Share on the date of grant of such Option); (v) determine whether, to what
extent, and under what circumstances Awards granted to Participating Employees or Non-Employee Directors may be settled or exercised in cash, Shares,
other securities, other Awards, or other property, and the method or methods by which Awards may be settled, exercised, cancelled, forfeited, or suspended;
(vi) determine whether, to what extent, and under what circumstances cash, Shares, other Awards, and other amounts payable with respect to an Award
granted to Participating Employees of Non-Employee Directors under the Plan shall be deferred either automatically or at the election of the holder thereof or
of the Committee; (vii) interpret and administer the Plan and any instrument or agreement relating to, or Award made under, the Plan (including, without
limitation, any Award Agreement); (viii) establish, amend, suspend, or waive such rules and regulations and appoint such agents as it shall deem appropriate
for the proper administration of the Plan; and (ix) make any other determination and take any other action that the Committee deems necessary or desirable
for the administration of the Plan. Unless otherwise expressly provided in the Plan, all designations, determinations, interpretations, and other decisions under
or with respect to the Plan or any Award shall be within the sole discretion of the Committee, may be made at any time, and shall be final, conclusive, and
binding upon all Persons, including the Company, any Affiliate, any Participating Employee, any Non-Employee Director, any holder or beneficiary of any
Award, any shareholder, and any employee of the Company or of any Affiliate.
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IV.  Shares Available for Award
 

(a)  Shares Available. Subject to adjustment as provided in IV(b):
 

(i)  Number of Shares Available. The number of Shares with respect to which Awards may be granted under the
Plan shall be 1,750,000 Shares. If, after the effective date of the Plan, any Shares covered by an Award granted under the Plan, or to which any
Award relates, are forfeited or if an Award otherwise terminates, expires or is cancelled prior to the delivery of all of the Shares or of other
consideration issuable or payable pursuant to such Award, then the number of Shares counted against the number of Shares available under the Plan
in connection with the grant of such Award, to the extent of any such forfeiture, termination, expiration or cancellation, shall again be available for
granting of additional Awards under the Plan.

 
(ii)  Limitations on Awards to Individual Participants. No Participating Employee shall be granted, during any

calendar year, Options for more than 150,000 Shares, Stock Appreciation Rights with respect to more than 150,000 Shares, more than 105,000
Shares of Restricted Stock, more than 105,000 Restricted Stock Units, more than 105,000 Performance Shares nor more than 105,000 Performance
Units under the Plan. In all cases, determinations under this IV(a)(ii) shall be made in a manner that is consistent with the exemption for
performance-based compensation provided by Section 162(m) of the Code and any regulations promulgated thereunder.

 
(iii)  Accounting for Awards. The number of Shares covered by an Award under the Plan, or to which such Award

relates, shall be counted on the date of grant of such Award against the number of Shares available for granting Awards under the Plan.
 

(iv)  Sources of Shares Deliverable Under Awards. Any Shares delivered pursuant to an Award may consist, in
whole or in part, of authorized and unissued Shares or of treasury Shares.

 
(b)  Adjustments. In the event that the Committee shall determine that any dividend or other distribution (whether in the form of cash,

Shares, other securities, or other property), recapitalization, stock split, reverse stock split, reorganization, merger, consolidation, split-up, spin-off,
combination, repurchase, or exchange of Shares or other securities of the Company, issuance of warrants or other rights to purchase Shares or other securities
of the Company, or other similar corporate transaction or event affects the Shares such that an adjustment is determined by the Committee to be appropriate,
then the Committee may, in such manner as it may deem equitable, adjust any or all of (i) the number and type of Shares subject to the Plan and which
thereafter may be made the subject of Awards under the Plan, (ii) the number and type of Shares subject to the individual participant limits of Section 4(a)(ii),
(iii) the number and type of Shares subject to outstanding Awards, and (iv) the grant, purchase, or exercise price with respect to any Award to reflect such
transaction or event; or, if deemed appropriate, make provision for a cash payment to the holder of an outstanding Award in exchange for cancellation of such
Award or in lieu of any or all of the foregoing adjustments; provided, however, in each case, that with respect to Awards of Incentive Stock Options no such
adjustment shall be authorized to the extent that such authority would cause the Plan to violate Section 422(b) of the Code; and provided further that the
number of Shares subject to any Award payable or denominated in Shares shall always be a whole number.
 
V.  Eligibility
 

The Committee may designate any Employee as a Participating Employee. All Non-Employee Directors shall be eligible to receive, at the discretion
of the Committee, Awards of Non-Qualified Stock Options pursuant to Section 6(a), Restricted Stock pursuant to Section 6(c) and Restricted Stock Units
pursuant to Section 6(d).
 
VI.  Awards
 

(a)  Option Awards. The Committee may grant Options to Employees and Non-Employee Directors with the terms and conditions as
set forth below and with such additional terms and conditions, in either case not inconsistent with the provisions of the Plan, as the Committee shall
determine.
 

(i)  Type of Option. The Committee shall determine whether an Option granted to a Participating Employee is to be
an Incentive Stock Option or Non-Qualified Stock Option; provided, however, that Incentive Stock Options may be granted only to Employees of the
Company, a parent corporation (within the meaning of Code Section 424(e)) or a subsidiary corporation (within the meaning of Code Section
424(f)). All Options granted to Non-Employee Directors shall be Non-Qualified Stock Options.
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(ii)  Exercise Price. The exercise price per Share of an Option granted pursuant to this VI(a) shall be determined by
the Committee; provided, however, that such exercise price shall not be less than 100% of the Fair Market Value of a Share on the date of grant of
such Option.

 
(iii)  Option Term. The term of each Option shall be fixed by the Committee; provided, however, that in no event

shall the term of any Option exceed a period of ten years from the date of its grant.
 

(iv)  Exercisability and Method of Exercise. An Option shall become exercisable in such manner and within such
period or periods and in such installments or otherwise as shall be determined by the Committee; provided, however, that no Option may vest and
become exercisable within a period that is less than one year from the date of grant of such Option (subject to acceleration of vesting, to the extent
permitted by the Committee, in the event of the Participating Employee’s or Non-Employee Director’s death, disability, retirement or involuntary
termination or in the event of a change in control of the Company (as defined by the Committee)). The Committee also shall determine the method
or methods by which, and the form or forms, including, without limitation, cash, Shares, other securities, other Awards, or other property, or any
combination thereof, having a Fair Market Value on the exercise date equal to the relevant exercise price, in which payment of the exercise price
with respect to any Option may be made or deemed to have been made.

 
(v)  Incentive Stock Options. The terms of any Incentive Stock Option granted to a Employee under the Plan shall

comply in all respects with the provisions of Section 422 of the Code and any regulations promulgated thereunder. Notwithstanding any provision in
the Plan to the contrary, no Incentive Stock Option may be granted hereunder after the tenth anniversary of the adoption of the Plan by the Board of
Directors.

 
(b)  Stock Appreciation Rights. The Committee may grant Stock Appreciation Rights to Employees. Non-Employee Directors are not

eligible to be granted Stock Appreciation Rights under the Plan. Subject to the terms of the Plan and any applicable Award Agreement, a Stock Appreciation
Right granted under the Plan shall confer on the holder thereof a right to receive, upon exercise thereof, the excess of (i) the Fair Market Value of one Share
on the date of exercise over (ii) the grant price of the Stock Appreciation Right as specified by the Committee, which shall not be less than 100% of the Fair
Market Value of one Share on the date of grant of the Stock Appreciation Right. Subject to the terms of the Plan, the grant price, term, methods of exercise,
methods of settlement (including whether the Participating Employee will be paid in cash, Shares, other securities, other Awards, or other property, or any
combination thereof), and any other terms and conditions of any Stock Appreciation Right shall be determined by the Committee. The Committee may
impose such conditions or restrictions on the exercise of any Stock Appreciation Right as it may deem appropriate.
 

(c)  Restricted Stock Awards.
 

(i)  Issuance. The Committee may grant Awards of Restricted Stock to Employees and Non-Employee Directors.
 

(ii)  Restrictions. Shares of Restricted Stock granted to Participating Employees and Non-Employee Directors shall
be subject to such restrictions as the Committee may impose (including, without limitation, any limitation on the right to vote a Share of Restricted
Stock or the right to receive any dividend or other right or property), which restrictions may lapse separately or in combination at such time or times,
in such installments or otherwise, as the Committee may deem appropriate.

 
(iii)  Registration. Any Restricted Stock granted under the Plan to a Participating Employee or Non-Employee

Director may be evidenced in such manner as the Committee may deem appropriate, including, without limitation, book-entry registration or
issuance of a stock certificate or certificates. In the event any stock certificate is issued in respect of Shares of Restricted Stock granted under the
Plan to a Participating Employee or Non-Employee Director, such certificate shall be registered in the name of the Participating Employee or Non-
Employee Director and shall bear an appropriate legend (as determined by the Committee) referring to the terms, conditions, and restrictions
applicable to such Restricted Stock.

 
(iv)  Payment of Restricted Stock. At the end of the applicable restriction period relating to Restricted Stock

granted to a Participating Employee or Non-Employee Director, one or more stock certificates for the appropriate number of Shares, free of
restrictions imposed under the Plan, shall be delivered to the Participating Employee or Non-Employee Director, or, if the Participating Employee or
Non-Employee Director received stock certificates representing the Restricted Stock at the time of grant, the legends placed on such certificates shall
be removed.
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(v)  Forfeiture. Except as otherwise determined by the Committee, upon termination of employment of a
Participating Employee or service as a director of a Non-Employee Director (as determined under criteria established by the Committee) for any
reason during the applicable restriction period, all Shares of Restricted Stock still subject to restriction shall be forfeited by the Participating
Employee or Non-Employee Director; provided, however, that the Committee may, when it finds that a waiver would be in the best interests of the
Company, waive in whole or in part any or all remaining restrictions with respect to Shares of Restricted Stock held by a Participating Employee or
Non-Employee Director.

 
(vi)  Minimum Period of Service. If the right to become vested in a Restricted Stock Award granted under this

Section 6(c) is conditioned on the completion of a specified period of service with the Company or its Affiliates, without achievement of
Performance Goals or other performance objectives being required as a condition of vesting, and without it being granted in lieu of other
compensation, then the required period of service for vesting shall be not less than three years (subject to acceleration of vesting, to the extent
permitted by the Committee, in the event of the Participating Employee’s or Non-Employee Director’s death, disability, retirement or involuntary
termination or in the event of a change in control of the Company (as defined by the Committee)).

 
(d)  Restricted Stock Units.

 
(i)  Issuance. The Committee may grant Awards of Restricted Stock Units to Employees or Non-Employee

Directors.
 

(ii)  Restrictions. Restricted Stock Units granted to Participating Employees or Non-Employee Directors shall be
subject to such restrictions as the Committee may impose, which restrictions may lapse separately or in combination at such time or times, in such
installments or otherwise, as the Committee may deem appropriate.

 
(iii)  Payment of Shares. At the end of the applicable restriction period relating to Restricted Stock Units granted to

a Participating Employee or Non-Employee Director, one or more stock certificates for the number of Shares equal to the corresponding number of
Restricted Stock Units, free of restrictions imposed under the Plan, shall be delivered to the Participating Employee or Non-Employee Director.

 
(iv)  Forfeiture. Except as otherwise determined by the Committee, upon termination of employment of a

Participating Employee or service as a director of a Non-Employee Director (as determined under criteria established by the Committee) for any
reason during the applicable restriction period, all unvested Restricted Stock Units shall be forfeited by the Participating Employee or Non-
Employee Director; provided, however, that the Committee may, when it finds that a waiver would be in the best interests of the Company, waive in
whole or in part any or all remaining restrictions with respect to Restricted Stock Units held by a Participating Employee or Non-Employee Director.

 
(v)  Minimum Period of Service. If the right to become vested in a Restricted Stock Unit Award granted under this

Section 6(d) is conditioned on the completion of a specified period of service with the Company or its Affiliates, without achievement of
Performance Goals or other performance objectives being required as a condition of vesting, and without it being granted in lieu of other
compensation, then the required period of service for vesting shall be not less than three years (subject to acceleration of vesting, to the extent
permitted by the Committee, in the event of the Participating Employee’s or Non-Employee Director’s death, disability, retirement or involuntary
termination or in the event of a change in control of the Company (as defined by the Committee)).

 
(e)  Performance Shares and Performance Units.

 
(i)  Issuance. The Committee may grant Awards of Performance Shares and/or Performance Units to Employees.

Non-Employee Directors are not eligible to be granted Performance Shares or Performance Units under the Plan.
 

(ii)  Performance Goals and Other Terms. The Committee shall determine the Performance Period, the
Performance Goal or Goals (and the performance level or levels related thereto) to be achieved during any Performance Period, the proportion of
payments, if any, to be made for performance between the minimum and full performance levels for any Performance Goal and, if applicable, the
relative percentage weighting given to each of the selected Performance Goals. The Committee shall also determine the restrictions applicable to
Shares of Restricted Stock or Restricted Stock Units received upon payment of Performance Shares or Performance Units if Performance Shares or
Performance Units are paid in such manner, and any other terms, conditions and rights relating to a grant of Performance Shares or Performance
Units. The Committee shall have sole discretion to choose among the selected Performance Goals set forth in II(q). Subject to shareholder approval
to the extent required to qualify the Award for the performance-based exemption provided by Section 162(m) of the Code, the Committee shall have
sole discretion to choose Performance Goals in addition to those set forth in II(q), or alter such Performance Goals. Notwithstanding the foregoing,
in the event the Committee determines it is advisable to grant Performance Shares or Performance Units which do not qualify for the performance-
based exemption under Section 162(m) of the Code, the Committee may make such grants without satisfying the requirements thereof.
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(iii)  No Voting Rights. Participating Employees shall have no voting rights with respect to Performance Shares or
Shares underlying Performance Units held by them during the applicable Performance Period.

 
(iv)  Payment. As soon as is reasonably practicable following the end of the applicable Performance Period, and

subject to the Committee certifying in writing as to the satisfaction of the requisite Performance Goal or Goals if such certification is required in
order to qualify the Award for the performance-based exemption provided by Section 162(m) of the Code, payment of earned Performance Shares
and/or Performance Units shall be made. The Committee, in its sole discretion, may pay earned Performance Shares and Performance Units in the
form of cash, Shares (which may be Shares of Restricted Stock), Restricted Stock Units or a combination of cash, Shares (which may be Shares of
Restricted Stock) and/or Restricted Stock Units, which have an aggregate Fair Market Value equal to the value of the earned Performance Shares and
Shares underlying earned Performance Units at the close of the applicable Performance Period. Any Shares of Restricted Stock payable in
connection with Performance Shares or Performance Units shall, pending the expiration, lapse, or waiver of the applicable restrictions, be evidenced
in the manner as set forth in VI(c)(iii) hereof.

 
(f)  General.

 
(i)  No Consideration for Awards. Awards shall be granted to Participating Employees and Non-Employee

Directors for no cash consideration unless otherwise determined by the Committee.
 

(ii)  Award Agreements. Each Award granted under the Plan shall be evidenced by an Award Agreement in such
form (consistent with the terms of the Plan) as shall have been approved by the Committee.

 
(iii)  Awards May Be Granted Separately or Together. Awards to Participating Employees under the Plan may be

granted either alone or in addition to, in tandem with, or in substitution for any other Award or any award granted under any other plan of the
Company or any Affiliate. Awards granted in addition to or in tandem with other Awards, or in addition to or in tandem with awards granted under
any other plan of the Company or any Affiliate, may be granted either at the same time as or at a different time from the grant of such other Awards
or awards.

 
(iv)  Forms of Payment Under Awards. Subject to the terms of the Plan and of any applicable Award Agreement,

payments or transfers to be made by the Company or an Affiliate upon the grant, exercise, or payment of an Award to a Participating Employee or
Non-Employee Director may be made in such form or forms as the Committee shall determine, and may be made in a single payment or transfer, in
installments, or on a deferred basis, in each case in accordance with rules and procedures established by the Committee. Such rules and procedures
may include, without limitation, provisions for the payment or crediting of interest on installment or deferred payments.

 
(v)  Limits on Transfer of Awards. Except as otherwise provided by the Committee, no Award (other than Released

Securities), and no right under any such Award, shall be assignable, alienable, saleable, or transferable by a Participating Employee or Non-
Employee Director otherwise than by will or by the laws of descent and distribution (or, in the case of an Award of Restricted Securities, to the
Company); provided, however, that a Participating Employee or Non-Employee Director at the discretion of the Committee may be entitled, in the
manner established by the Committee, to designate a beneficiary or beneficiaries to exercise his or her rights, and to receive any property
distributable, with respect to any Award upon the death of the Participating Employee or Non-Employee Director, as the case may be. Each Award,
and each right under any Award, shall be exercisable, during the lifetime of the Participating Employee or Non-Employee Director, only by such
individual or, if permissible under applicable law, by such individual’s guardian or legal representative. Except as otherwise provided by the
Committee, no Award (other than Released Securities), and no right under any such Award, may be pledged, alienated, attached, or otherwise
encumbered, and any purported pledge, alienation, attachment, or encumbrance thereof shall be void and unenforceable against the Company or any
Affiliate.

 
(vi)  Term of Awards. Except as otherwise provided in the Plan, the term of each Award shall be for such period as

may be determined by the Committee.
 

(vii)  Share Certificates; Representation. In addition to the restrictions imposed pursuant to VI(c) and VI(e) hereof,
all certificates for Shares delivered under the Plan pursuant to any Award or the exercise thereof shall be subject to such stop transfer orders and
other restrictions as the Committee may deem advisable under the Plan or the rules, regulations, and other requirements of the Commission, any
stock exchange or other market upon which such Shares are then listed or traded, and any applicable federal or state securities laws, and the
Committee may cause a legend or legends to be put on any such certificates to make appropriate reference to such restrictions. The Committee may
require each Participating Employee, Non-Employee Director or other Person who acquires Shares under the Plan by means of an Award originally
made to a Participating Employee or Non-Employee Director to represent to the Company in writing that such Participating Employee, Non-
Employee Director or other Person is acquiring the Shares without a view to the distribution thereof.
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(g)  Dividend Equivalents. In addition to Awards granted under the Plan, the Committee may grant Dividend Equivalents to
Participating Employees and Non-Employee Directors, entitling the Participating Employees and Non-Employee Directors to receive cash equal to cash
dividends paid with respect to a specified number of Shares. Dividend Equivalents may only be granted in connection with an Award granted to the
Participating Employee or Non-Employee Director under the Plan. The Committee may provide that Dividend Equivalents shall be paid or distributed when
accrued or shall be deemed to have been reinvested in such investment vehicles as determined by the Committee, subject to such restrictions and risks of
forfeiture as the Committee may impose.
 

(h)  No Repricing of Options. Except adjustments made pursuant to IV(b) or adjustments made with prior approval of the Company’s
shareholders, the Committee shall not have the authority to effect (i) the repricing of any outstanding Options under the Plan or (ii) the modification of an
Option or entering into a transaction or series of transactions which modification or transaction(s) would be deemed to constitute a repricing of an Option
pursuant to Financial Accounting Standards Board Interpretation No. 44, Accounting for Certain Transactions Involving Stock Compensation, March 2000, as
amended or supplemented from time to time. The provisions of this VI(h) cannot be amended unless the amendment is approved by the Company’s
shareholders.
 
VII.  Amendment and Termination of the Plan; Correction of Defects and Omissions
 

(a)  Amendments to and Termination of the Plan. Except as otherwise provided herein, the Board of Directors of the Company may
at any time amend, alter, suspend, discontinue, or terminate the Plan; provided, however, that shareholder approval of any amendment of the Plan shall also be
obtained (i) if such amendment (A) increases the number of Shares with respect to which Awards may be granted under the Plan (other than increases related
to adjustments made as provided in IV(b) hereof), (B) expands the class of persons eligible to participate under the Plan or (C) otherwise increases in any
material respect the benefits payable under the Plan; or (ii) if otherwise required by (A) the Code or any rules promulgated thereunder (in order to allow for
Incentive Stock Options to be granted under the Plan), or (B) the listing requirements of the New York Stock Exchange or any principal securities exchange
or market on which the Shares are then traded (in order to maintain the listing of the Shares thereon). Termination of the Plan shall not affect the rights of
Participating Employees or Non-Employee Directors with respect to Awards previously granted to them, and all unexpired Awards shall continue in force and
effect after termination of the Plan except as they may lapse or be terminated by their own terms and conditions.
 

(b)  Correction of Defects, Omissions and Inconsistencies. The Committee may correct any defect, supply any omission, or
reconcile any inconsistency in the Plan, any Award or any Award Agreement in the manner and to the extent it shall deem desirable to carry the Plan into
effect.
 
VIII.  General Provisions
 

(a)  No Rights to Awards. No Employee, Participating Employee, Non-Employee Director or other Person shall have any claim to be
granted any Award under the Plan, and there is no obligation for uniformity of treatment of Employees, Participating Employees, Non-Employee Directors or
holders or beneficiaries of Awards under the Plan. The terms and conditions of Awards need not be the same with respect to each Participating Employee or
Non-Employee Director.
 

(b)  Withholding. No later than the date as of which tax withholding is first required with respect to any Award under the Plan, the
Participating Employee shall pay to the Company, or make arrangements satisfactory to the Company regarding the payment of, any federal, state, local or
foreign taxes of any kind required by law to be withheld with respect to such amount. Unless otherwise determined by the Committee, withholding
obligations arising with respect to Awards to Participating Employees under the Plan may be settled with Shares (other than Restricted Securities), including
Shares that are part of, or are received upon exercise of, the Award that gives rise to the withholding requirement. The obligations of the Company under the
Plan shall be conditional on such payment or arrangements, and the Company and any Affiliate shall, to the extent permitted by law, have the right to deduct
any such taxes from any payment otherwise due to the Participating Employee. The Committee may establish such procedures as it deems appropriate for the
settling of withholding obligations with Shares, including, without limitation, the establishment of such procedures as may be necessary to satisfy the
requirements of Rule 16b-3.
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(c)  No Limit on Other Compensation Arrangements. Nothing contained in the Plan shall prevent the Company or any Affiliate
from adopting or continuing in effect other or additional compensation arrangements, and such arrangements may be either generally applicable or applicable
only in specific cases.
 

(d)  Rights and Status of Recipients of Awards. The grant of an Award shall not be construed as giving a Participating Employee the
right to be retained in the employ of the Company or any Affiliate. Further, the Company or any Affiliate may at any time dismiss a Participating Employee
from employment, free from any liability, or any claim under the Plan, unless otherwise expressly provided in the Plan or in any Award Agreement. The grant
of an Award to a Non-Employee Director pursuant to Section 6(a) of the Plan shall confer no right on such Non-Employee Director to continue as a director
of the Company or any Affiliate. Except for rights accorded under the Plan and under any applicable Award Agreement, Participating Employees and Non-
Employee Directors shall have no rights as holders of Shares as a result of the granting of Awards hereunder.
 

(e)  No Compensation for Benefit Plans. No Award payable under this Plan shall be deemed salary or compensation for the purpose
of computing benefits under any benefit plan or other arrangement of the Company or any Affiliate for the benefit of its employees or directors unless the
Company or appropriate Affiliate shall determine otherwise.
 

(f)  Approval of Material Terms of Performance Goals. Notwithstanding anything herein to the contrary, if so determined by the
Board of Directors, the Plan provisions specifying the material terms of the Plan’s performance goals (within the meaning of Code Section 162(m)) shall be
submitted to the shareholders of the Company for re-approval no later than the first shareholder meeting that occurs in the fifth year following the year in
which shareholders previously approved such Plan provisions.
 

(g)  Unfunded Status of the Plan. Unless otherwise determined by the Committee, the Plan shall be unfunded and shall not create (or
be construed to create) a trust or a separate fund or funds. The Plan shall not establish any fiduciary relationship between the Company and any Participating
Employee, Non-Employee Director or other Person. To the extent any Person holds any right by virtue of a grant under the Plan, such right (unless otherwise
determined by the Committee) shall be no greater than the right of a general unsecured creditor of the Company.
 

(h)  Governing Law. The validity, construction, and effect of the Plan and any rules and regulations relating to the Plan shall be
determined in accordance with the internal laws of the State of Florida, without reference to conflict of law principles thereof, and applicable federal law.
 

(i)  Severability. If any provision of the Plan or any Award Agreement or any Award is or becomes or is deemed to be invalid, illegal,
or unenforceable in any jurisdiction, or as to any Person or Award, or would disqualify the Plan, any Award Agreement or any Award under any law deemed
applicable by the Committee, such provision shall be construed or deemed amended to conform to applicable laws, or if it cannot be so construed or deemed
amended without, in the determination of the Committee, materially altering the intent of the Plan, any Award Agreement or the Award, such provision shall
be stricken as to such jurisdiction, Person, or Award, and the remainder of the Plan, any such Award Agreement and any such Award shall remain in full force
and effect.
 

(j)  No Fractional Shares. No fractional Shares or other securities shall be issued or delivered pursuant to the Plan, any Award
Agreement or any Award, and the Committee shall determine (except as otherwise provided in the Plan) whether cash, other securities, or other property shall
be paid or transferred in lieu of any fractional Shares or other securities, or whether such fractional Shares or other securities or any rights thereto shall be
canceled, terminated, or otherwise eliminated.
 

(k)  Headings. Headings are given to the Sections and subsections of the Plan solely as a convenience to facilitate reference. Such
headings shall not be deemed in any way material or relevant to the construction or interpretation of the Plan or any provision thereof.
 
IX.  Effective Date of the Plan
 

The Plan shall be effective on the day immediately following its approval by the shareholders of the Company provided that such approval is
obtained within twelve months following the date of adoption of the Plan by the Board of Directors of the Company.
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Exhibit 4.2
 

FARO TECHNOLOGIES, INC.
AMENDED AND RESTATED

1997 EMPLOYEE STOCK OPTION PLAN
 

I.          
  
Purpose of Plan

 
The purpose of this Plan is to enable FARO Technologies, Inc. (the “Company”) and its Subsidiaries to compete successfully in attracting,

motivating and retaining Employees with outstanding abilities by making it possible for them to purchase Shares on terms that will give them a direct and
continuing interest in the future success of the businesses of the Company and its Subsidiaries and encourage them to remain in the employ of the Company
or one or more of its Subsidiaries. Each Option is intended to be an Incentive Stock Option, except to the extent that (a) any such Option would exceed the
limitations set forth in Section 3.(c) hereof and (b) for Options specifically designated at the time of grant as not being Incentive Stock Options.
 

The Plan was originally effective on July 28, 1997. The Plan is amended and restated effective as of November 29, 1999, to reflect certain
administrative and legal changes and to reflect an increase in the number of Shares that are authorized for issuance under the Plan; provided, however, that the
increase in the number of authorized Shares shall be effective only if approved by the shareholders of the Company prior to November 29, 2000.
 
II.         

 
Definitions

 
For purposes of the Plan, except where the context clearly indicates otherwise, the following terms shall have the meanings set forth below:

 
(a)  “Board” means the Board of Directors of the Company.

 
(b)  “Code” means the United States Internal Revenue Code of 1986, as amended.

 
(c)  “Committee” means the Committee described in Section 9 hereof.

 
(d)  “Employee” means a person who is regularly employed on a salary basis by the Company or any Subsidiary, including an

officer or director of the Company or any Subsidiary who is also an employee of the Company or a Subsidiary.
 

(e)  “Fair Market Value” means, with respect to a Share, if the Shares are then listed and traded on a registered national or
regional securities exchange, or quoted on The National Association of Securities Dealers’ Automated Quotation System (including The Nasdaq
Stock Market’s National Market), the average of the high and low prices of a Share on the relevant date as reported on the composite list used by the
Wall Street Journal for reporting stock prices, or if no such sale shall have been made on that day, on the last preceding day on which there was such
a sale. If the Shares are not traded on a registered securities exchange or quoted in such a quotation system, the Committee shall determine the Fair
Market Value of a Share.

 
(f)  “Incentive Stock Option” means an option granted under this Plan and which is an incentive stock option within the

meaning of section 422 of the Code, or the corresponding provision of any subsequently enacted tax statute.
 

(g)  “Option” means an option granted under this Plan, whether or not such option is an Incentive Stock Option.
 

(h)  “Optionee” means any person who has been granted an Option which Option has not expired or been fully exercised or
surrendered.

 
(i)  “Plan” means the Company’s Amended and Restated 1997 Employee Stock Option Plan.

 
(j)  “Rule 16b-3” means Rule 16b-3 promulgated pursuant to Section 16(b) of the Securities Exchange Act of 1934, as

amended, or any successor rule.
 

(k)  “Share” means one share of voting common stock, par value $.001 per share, of the Company, and such other stock or
securities that may be substituted therefor pursuant to Section 6 hereof.

 
(l)  “Subsidiary” means any “subsidiary corporation” within the meaning of Section 424(f) of the Code.

 
 



 
III.       

  
Limits on Options

 
(a)  The total number of Shares with respect to which Options may be granted under the Plan shall not exceed in the aggregate

1,400,000 Shares, subject to adjustment as provided in Section 6 hereof. If any Option expires, terminates or is terminated for any reason prior to its
exercise in full, the Shares that were subject to the unexercised portion of such Option shall be available for future grants under the Plan.

 
(b)  No incentive Stock Option shall be granted to any Employee who at the time such option is granted, owns capital stock of

the Company possessing more than 10% of the total combined voting power or value of all classes of capital stock of the Company or any
Subsidiary, determined in accordance with the provisions of Section 422(b)(6) and 424(d) of the Code, unless the option price at the time such
Incentive Stock Option is granted is at least 110 percent (110%) of the Fair Market Value of the Shares subject to the Incentive Stock Option and
such Incentive Stock Option is not exercisable by its terms after the expiration of five (5) years from the date of grant.

 
(c)  An Incentive Stock Option shall be granted hereunder only to the extent that the aggregate Fair Market Value (determined

at the time the Incentive Stock Option is granted) of the Shares with respect to which such Incentive Stock Option and any other “incentive stock
option” (within the meaning of Section 422 of the Code) are exercisable for the first time by any Optionee during any calendar year (under the Plan
and all other plans of the Optionee’s employer corporation and its parent and subsidiary corporations within the meaning of Section 422(d) of the
Code) does not exceed $100,000. To the extent such limit is exceeded, such Option shall automatically be treated as a nonqualified stock option. This
limitation shall be applied by taking Incentive Stock Options and any such other “incentive stock options” into account in the order in which such
Incentive Stock Options and any such other “incentive stock options” were granted.

 
(d)  No Optionee shall, in any calendar year, be granted Options to purchase more than 150,000 Shares. Options granted to the

Optionee and cancelled during the same calendar year shall be counted against such maximum number of Shares. In the event that the number of
Options which may be granted is adjusted as provided in the Plan, the above limit shall automatically be adjusted in the same ratio.

 
IV.        

 
Granting of Options

 
The Committee is authorized to grant Options to selected Employees pursuant to the Plan beginning on the July 28, 1997. Subject to the provisions

of the Plan, the Committee shall have exclusive authority to select the Employees to whom Options will be awarded under the Plan, to determine the number
of Shares to be included in such Options, and to determine such other terms and conditions of Options, including terms and conditions which may be
necessary to qualify Incentive Stock Options as “incentive stock options” under Section 422 of the Code. The date on which the Committee approves the
grant of an Option shall be considered the date on which such Option is granted, unless the Committee provides for a specific date of grant which is
subsequent to the date of such approval.
 
V.          

 
Terms of Stock Options

 
Subject to Section 3 hereof, the terms of Options granted under this Plan shall be as follows:

 
(a)  The exercise price of each Share subject to an Option shall be fixed by the Committee. Notwithstanding the prior

sentence, the option exercise price of an Incentive Stock Option shall be fixed by the Committee but shall in no event be less than 100% of the Fair
Market Value of a Share on the date of grant.

 
(b)  Options shall not be assignable or transferable by the Optionee other than by will or by the laws of descent and

distribution except that the Optionee may, with the consent of the Committee, transfer without consideration Options that do not constitute Incentive
Stock Options to the Optionee’s spouse, children or grandchildren (or to one or more trusts for the benefit of any such family members or to one or
more partnerships in which any such family members are the only partners).

 
(c)  Each Option shall expire and all rights thereunder shall end at the expiration of such period (which shall not be more than

ten (10) years) after the date on which it was granted as shall be fixed by the Committee, subject in all cases to earlier expiration as provided in
subsections (d) and (e) of this Section 5.

 
(d)  During the life of an Optionee, an Option shall be exercisable only by such Optionee (or Optionee’s permitted assignee in

the case of Options that do not constitute Incentive Stock Options) and, except as otherwise determined by the Committee, only within one (1) month
after the termination of the Optionee’s employment with the Company or a Subsidiary, other than by reason of the Optionee’s death, permanent
disability or retirement with the consent of the Company or a Subsidiary as provided in subsection (e) of this Section 5, but only if and to the extent
the Option was exercisable immediately prior to such termination, and subject to the provisions of subsection (c) of this Section 5. Except as
otherwise determined by the Committee, if the Optionee’s employment is terminated for cause, or the Optionee terminates his employment with the
Company, Options granted at any one time by the Company which have not become exercisable with respect to all such Options (even if a portion of
such Options have become exercisable) shall terminate immediately on the date of termination of employment. Cause shall have the meaning set
forth in any employment agreement then in effect between the Optionee and the Company or any of its Subsidiaries, or if the Optionee does not have
any employment agreement, cause shall mean (i) if the Optionee engages in conduct which has caused, or is reasonably likely to cause, demonstrable
and serious injury to the Company, or (ii) if the Optionee is convicted of a felony, as evidenced by a binding and final judgment, order or decree of a
court of competent jurisdiction, which substantially impairs the Optionee’s ability to perform his or her duties to the Company.
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(e)  Except as otherwise determined by the Committee, if an Optionee: (i) dies while employed by the Company or a

Subsidiary or within the period when an Option could have otherwise been exercised by the Optionee under subsection (d); (ii) terminates
employment with the Company or a Subsidiary by reason of the “permanent and total disability” (within the meaning of Section 22(e)(3) of the
Code) of such Optionee; or (iii) terminates employment with the Company or a Subsidiary as a result of such Optionee’s retirement, provided that
the Company or such Subsidiary has consented in writing to such Optionee’s retirement, then, in each such case, such Optionee, or the duly
authorized representatives of such Optionee (or Optionee’s permitted assignee in the case of Options that do not constitute Incentive Stock Options),
shall have the right, at any time within three (3) months after the death, disability or retirement of the Optionee, as the case may be, and prior to the
termination of the Option pursuant to subsection (c) of this Section 5, to exercise any Option to the extent such Option was exercisable by the
Optionee immediately prior to such Optionee’s death, disability or retirement. In the discretion of the Committee, the three-month period referenced
in the immediately preceding sentence may be extended for a period of up to one year.

 
(f)  Subject to the foregoing terms and to such additional terms regarding the exercise of an Option as the Committee may fix

at the time of grant, an Option may be exercised in whole at one time or in part from time to time.
 

(g)  Options granted pursuant to the Plan shall be evidenced by an agreement in writing setting forth the material terms and
conditions of the grant, including, but not limited to, the number of Shares subject to options. Option agreements covering Options need not contain
similar provisions; provided, however, that all such option agreements shall comply with the terms of the Plan.

 
(h)  The Committee is authorized to modify, amend or waive any conditions or other restrictions with respect to Options,

including conditions regarding the exercise of Options.
 
VI.        

 
Effect of Changes in Capitalization

 
(a)  If the number of outstanding Shares is increased or decreased or changed into or exchanged for a different number or kind

of shares or other securities of the Company by reason of any recapitalization, reclassification, stock split, combination of shares, exchange of
shares, stock dividend or other distribution payable in capital stock, or other increase or decrease in such shares effected without receipt of
consideration by the Company, a proportionate and appropriate adjustment shall be made by the Committee in (i) the aggregate number of Shares
subject to the Plan, (ii) the maximum number of Shares for which Options may be granted to any Employee during any calendar year, and (iii) the
number and kind of shares for which Options are outstanding, so that the proportionate interest of the Optionee immediately following such event
shall, to the extent practicable, be the same as immediately prior to such event. Any such adjustment in outstanding Options shall not change the
aggregate option price payable with respect to Shares subject to the unexercised portion of the Options outstanding but shall include a corresponding
proportionate adjustment in the option price per Share.

 
(b)  Subject to Section 6.(c) hereof, if the Company shall be the surviving corporation in any reorganization, merger, share

exchange or consolidation of the Company with one or more other corporations or other entities, any Option theretofore granted shall pertain to and
apply to the securities to which a holder of the number of Shares subject to such Option would have been entitled immediately following such
reorganization, merger, share exchange or consolidation, with a corresponding proportionate adjustment of the option price per Share so that the
aggregate option price thereafter shall be the same as the aggregate option price of the Shares remaining subject to the Option immediately prior to
such reorganization, merger, share exchange or consolidation.

 
(c)  In the event of: (i) the adoption of a plan of reorganization, merger, share exchange or consolidation of the Company with

one or more other corporations or other entities as a result of which the holders of the Shares as a group would receive less than fifty percent (50%)
of the voting power of the capital stock or other interests of the surviving or resulting corporation or entity; (ii) the adoption of a plan of liquidation
or the approval of the dissolution of the Company; (iii) the approval by the Board of an agreement providing for the sale or transfer (other than as a
security for obligations of the Company or any Subsidiary) of substantially all of the assets of the Company; or (iv) the acquisition of more than
twenty percent (20%) of the outstanding Shares by any person within the meaning of Rule 13(d)(3) under the Securities Exchange Act of 1934, as
amended, if such acquisition is not preceded by a prior expression of approval by the Board, then, in each such case, any Option granted hereunder
shall become immediately exercisable in full, subject to any appropriate adjustments in the number of Shares subject to such Option and the option
price, regardless of any provision contained in the Plan or any stock option agreement with respect thereto limiting the exercisability of the Option
for any length of time. Notwithstanding the foregoing, if a successor corporation or other entity as contemplated in clause (i) or (iii) of the preceding
sentence agrees to assume the outstanding Options or to substitute substantially equivalent options, then the outstanding Options issued hereunder
shall not be immediately exercisable, but shall remain exercisable in accordance with the terms of the Plan and the applicable stock option
agreements.
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(d)  Adjustments under this Section 6 relating to Shares or securities of the Company shall be made by the Committee, whose
determination in that respect shall be final and conclusive. Options subject to grant or previously granted under the Plan at the time of any event
described in this Section 6 shall be subject to only such adjustments as shall be necessary to maintain the proportionate interest of the options and
preserve, without exceeding, the value of such options. No fractional Shares or units of other securities shall be issued pursuant to any such
adjustment, and any fractions resulting from any such adjustment shall be eliminated in each case by rounding upward to the nearest whole Share or
unit.

 
(e)  The grant of an Option pursuant to the Plan shall not affect or limit in any way the right or power of the Company to make

adjustments, reclassifications, reorganizations or changes of its capital or business structure or to merge, consolidate, dissolve or liquidate, or to sell
or transfer all or any part of its business or assets.

 
VII.       

 
Delivery and Payment for Shares; Replacement Options

 
(a)  No Shares shall be delivered upon the exercise of an Option until the option price for the Shares acquired has been paid in

full. No Shares shall be issued or transferred under the Plan unless and until all legal requirements applicable to the issuance or transfer of such
Shares have been complied with to the satisfaction of the Committee and adequate provision has been made by the Optionee for satisfying any
applicable federal, state or local income or other taxes incurred by reason of the exercise of the Option. Any Shares issued by the Company to an
Optionee upon exercise of an Option may be made only in strict compliance with and in accordance with applicable state and federal securities laws.

 
(b)  Payment of the option price for the Shares purchased pursuant to the exercise of an Option and of any applicable

withholding taxes shall be made, as determined by the Committee and set forth in the option agreement pertaining to such Option: (i) in cash or by
check payable to the order of the Company; (ii) through the tender to the Company of Shares, which Shares shall be valued, for purposes of
determining the extent to which the option price has been paid thereby, at their Fair Market Value on the date of exercise; or (iii) by a combination of
the methods described in (a) and (b) hereof; provided, however, that the Committee may in its discretion impose and set forth in the option
agreement pertaining to an Option such limitations or prohibitions on the use of Shares to exercise Options as it deems appropriate. The Committee
also may authorize payment in accordance with a cashless exercise program under which, if so instructed by the Optionee, Shares may be issued
directly to the Optionee’s broker upon receipt of the option price in cash from the broker.

 
(c)  To the extent that the payment of the exercise price for the Shares purchased pursuant to the exercise of an Option is made

with Shares as provided in Section 7.(b) hereof, then, at the discretion of the Committee, the Optionee may be granted a replacement Option under
the Plan to purchase a number of Shares equal to the number of Shares tendered as permitted in Section 7.(b) hereof, with an exercise price per Share
equal to the Fair Market Value on the date of grant of such replacement Option and with a term extending to the expiration date of the original
Option.

 
VIII.     

  
No Continuation of Employment and Disclaimer of Rights

 
No provision in the Plan or in any Option granted or option agreement entered into pursuant to the Plan shall be construed to confer upon any

individual the right to remain in the employ of the Company or any Subsidiary, or to interfere in any way with the right and authority of the Company or any
Subsidiary either to increase or decrease the compensation of any individual at any time, or to terminate any employment or other relationship between any
individual and the Company or any Subsidiary. The Plan shall in no way be interpreted to require the Company to transfer any amounts to a third party trustee
or otherwise hold any amounts in trust or escrow for payment to any Optionee or beneficiary under the terms of the Plan. An Optionee shall have none of the
rights of a shareholder of the Company until all or some of the Shares covered by an Option are fully paid and issued to such Optionee.
 
IX.        

 
Administration

 
(a)  The Plan is intended to comply with Rule 16b-3. Subject to the provisions of subsection (b) of this Section 9, the Plan

shall be administered by the Committee which shall have the authority to interpret the Plan and all option agreements, and to make all other
determinations necessary or advisable for the Plan’s administration, including such rules and regulations and procedures as it deems appropriate. The
Committee shall consist of not fewer than two members of the Board each of whom shall qualify (at the time of appointment to the Committee and
during all periods of service on the Committee) in all respects as a “non-employee director” as defined in Rule 16b-3 and as an “outside director” as
defined in Section 162(m) of the Code and regulations thereunder. Subject to the provisions of subsection (b) of this Section 9, in the event of a
disagreement as to the interpretation of the Plan, an option agreement, or any amendment hereto or thereto, or any rule, regulation or procedure
hereunder or as to any right or obligation arising from or related to the Plan, the decision of the Committee shall be final and binding upon all
persons in interest, including the Company, the Optionee and the Company’s shareholders. If the Committee is not in existence, the Plan shall be
administered by the Board.
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(b)  The Committee may delegate to one or more senior officers of the Company or the Chairman of the Board any or all of

the authority or responsibility of the Committee with respect to the Plan, other than with respect to Employees who are subject to Rule 16b-3, and all
references to the Committee herein shall include such officer or the Chairman to the extent of such delegation.

 
(c)  No member of the Committee or the Board shall be liable for any action taken or decision made, or any failure to take any

action, in good faith with respect to the Plan or any Option granted or option agreement entered into hereunder.
 
X.         

 
No Reservation of Shares

 
The Company shall be under no obligation to reserve or to retain in its treasury any particular number of Shares in connection with its obligations

hereunder.
 
XI.        

 
Amendment of Plan

 
The Board, without further action by the shareholders, may amend this Plan from time to time as it deems desirable and shall make any amendments

which may be required so that Options intended to be Incentive Stock Options shall at all times continue to be Incentive Stock Options for purpose of the
Code; provided, however, that no amendment shall be made without shareholder approval if such approval would be required to comply with the Code or the
listing requirements of the principal securities exchange or market on which the Company Shares are then traded.
 
XII.       

 
Termination of Plan

 
This Plan shall terminate ten (10) years from the July 28, 1997. The Board may, in its discretion, suspend or terminate the Plan at any time prior to

such date, but such termination or suspension shall not adversely affect any right or obligation with respect to any outstanding Option. Notwithstanding the
foregoing, the right of the Committee to administer the Plan and option agreements, to modify, amend or waive any conditions or other restrictions with
respect to Options, and the authority of the Board to amend the Plan shall survive the termination of the Plan.
 
XIII.       Governing Law
 

The Plan, and all agreements hereunder, shall be construed in accordance with and governed by the laws of the State of Florida.
 

XIV.  Severability
 

If any provision of the Plan or any option agreement or any Option (a) is or becomes or is deemed to be invalid, illegal or unenforceable in any
jurisdiction, as to any person or award, or (b) would disqualify the Plan, any option agreement or any Option under any law deemed applicable by the
Committee, then such provision shall be construed or deemed amended to conform to applicable laws; or if it cannot be so construed or deemed amended to
conform to applicable laws, or if it cannot be so construed or deemed amended without, in the determination of the Committee, materially altering the intent
of the Plan, any option agreement or the Option, then such provision shall be stricken as to such jurisdiction, person or Option, and the remainder of the Plan,
any such option agreement and any such Option shall remain in full force and effect.
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Exhibit 5

May 17, 2005

FARO Technologies, Inc.
125 Technology Park Drive
Lake Mary, Florida 32746

Re: Registration Statement on Form S-8

Gentlemen:

We refer to the Registration Statement (the “Registration Statement”) on Form S-8 filed today by FARO Technologies, Inc. (the "Company”) with
the Securities and Exchange Commission, for the purpose of registering under the Securities Act of 1933, as amended, an aggregate of 3,150,000 shares (the
“Shares”) of the authorized common stock, par value $.001 per share, which may be issued or acquired pursuant to the Company’s 2004 Equity Incentive Plan
and the Amended and Restated 1997 Employee Stock Option Plan (the “Plans”). This opinion letter is rendered pursuant to Item 8 of Form S-8 and Item
601(b)(3) of Regulation S-K.
 

In connection with the foregoing registration, we have acted as counsel for the Company and have examined originals, or copies certified to our
satisfaction, of such corporate records of the Company, certificates of public officials, and representatives of the Company, and other documents as we
deemed necessary to deliver the opinion expressed below.
 

Based upon the foregoing, and having regard for legal considerations that we deem relevant, it is our opinion that the Shares will be, when and if
issued in accordance with the terms and conditions of the Plans, will be duly authorized, validly issued, and fully paid and non-assessable.
 

This opinion letter is provided to you for your benefit and for the benefit of the Securities and Exchange Commission, in each case, solely with
regard to the Registration Statement, may be relied upon by you and the Commission only in connection with the Registration Statement, and may not be
relied upon by any other person or for any other purpose without our prior written consent. We hereby consent to the inclusion of this opinion as Exhibit 5 in
the Registration Statement. In giving this consent, we do not thereby admit that we come within the category of persons whose consent is required under
Section 7 of the Securities Act of 1933, as amended, or the rules or regulations of the Commission promulgated thereunder.
 
 
  Very truly yours,  
    
  /s/ FOLEY & LARDNER LLP  
    
  FOLEY & LARDNER LLP  

 

 

 

 



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We have issued our reports dated March 14, 2005 accompanying the consolidated financial statement of FARO Technologies, Inc. and subsidiaries appearing
in the 2004 Annual Report of the Company to its shareholders and accompanying the schedule included in the Annual Report on Form 10-K for the year
ended December 31, 2004 which are incorporated by reference in this Registration Statement. We consent to the incorporation by reference in the Registration
Statement of the aforementioned reports and to the use of our name as it appears under the caption “Experts.”.
 

 
  /s/ Grant Thornton LLP  
Orlando, Florida    
May 17, 2005    

 

 

 

 



Exhibit 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference of our reports dated February 20, 2004 with respect to the consolidated financial statements and schedule of
FARO Technologies, Inc. included in its Annual Report (Form 10-K) for the year ended December 31, 2004 in the Registration Statement (Form S-8)
pertaining to the FARO Technologies, Inc. 2004 Equity Incentive Plan and its Amended and Restated 1997 Employee Stock Option Plan.

  /s/ Ernst & Young LLP  
Orlando, Florida    
May 17, 2005    

 

 
 


