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ITEM 1.01 Entry into a Material Definitive Agreement

On November 11, 2005, the Compensation Committee of the Board of Directors of FARO Technologies, Inc. (the "Company") approved the
acceleration of vesting of all unvested and "out-of-the-money" stock options previously awarded to its employees and other eligible participants under the
Company's Stock Plans with exercise prices equal to or greater than the closing price on November 11, 2005 of $19.18 per share. The acceleration of vesting
will be effective for stock options outstanding as of November 11, 2005. There were approximately 596,710 shares for which the vesting was accelerated with
a weighted average exercise price of $21.65.

The purpose of the acceleration is to enable the Company to avoid recognizing compensation expense associated with these options in future periods
in its consolidated statements of operations, upon effectiveness of the application of FASB Statement No. 123R (Share-Based Payment) which the Company
will adopt effective January 1, 2006. The pre-tax charge estimated by the Company to be avoided as a result of the acceleration amounts to approximately
$6.7 million pre-tax over the course of the original vesting periods. The estimated pre-tax charge avoided is $4.0 million in 2006, $2.4 million in 2007 and
$0.3 million in 2008. In addition, we will begin granting a combination of time and performance based options and restricted stock units in 2006, which will
be reflected as compensation expense in our results of operations. Therefore, the acceleration of vesting for substantially all previously awarded stock options
is part of the transition to our new long-term incentive program.

 
 



 
The Compensation Committee also required that as a condition of the acceleration, each employee agrees to refrain from selling common stock

acquired upon the exercise of accelerated options until the date on which the exercise would have been permitted under the option's pre-acceleration vesting
terms or, if earlier, the employee’s last day of employment.
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