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12525 Chadron Avenue
Hawthorne, California 90250

October 10, 2006

To Shareholders:

You are cordially invited to attend the Annual Meeting of Shareholders of OSI Systems, Inc., which will be held at 10:30 a.m., local time, on
November 30, 2006, at our executive offices, 12525 Chadron Avenue, Hawthorne, California 90250. All holders of OSI Systems, Inc. common
stock as of the close of business on October 2, 2006 are entitled to vote at the Annual Meeting. Enclosed is a copy of the Notice of Annual
Meeting of Shareholders, Proxy Statement and Proxy Card.

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

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

Sincerely,

Victor S. Sze
Secretary
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12525 Chadron Avenue
Hawthorne, California 90250

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
To Be Held November 30, 2006

NOTICE IS HEREBY GIVEN that the Annual Meeting of Shareholders (the Annual Meeting ) of OSI Systems, Inc., a California corporation
(the Company ), will be held at 10:30 a.m., local time, on November 30, 2006, at the executive offices of the Company, 12525 Chadron Avenue,
Hawthorne, California 90250, for the following purposes:

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

2. To ratify the Amended and Restated 1997 Stock Option Plan to add the authority to issue and grant restricted stock.

3. To amend the Amended and Restated 1997 Stock Option Plan to change the name of the plan and extend the term of the plan.
4. To approve the reincorporation of the Company from California to Delaware.

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

A copy of the Company s Annual Report on Form 10-K for the fiscal year ended June 30, 2006, containing consolidated financial statements, is
included with this mailing.

The Board of Directors has fixed the close of business on October 2, 2006, as the record date for the determination of shareholders entitled to
notice of and to vote at the Annual Meeting and all adjourned meetings thereof.

By Order of the Board of Directors

Victor S. Sze

Secretary
Dated: October 10, 2006

WHETHER OR NOT YOU EXPECT TO ATTEND THE ANNUAL MEETING, PLEASE COMPLETE, DATE AND SIGN THE
ENCLOSED PROXY AND MAIL IT PROMPTLY IN THE ENCLOSED ENVELOPE. ANY ONE OF THESE METHODS WILL
ENSURE REPRESENTATION OF YOUR SHARES AT THE ANNUAL MEETING. IF YOU LATER DESIRE TO REVOKE YOUR
PROXY FOR ANY REASON, YOU MAY DO SO IN THE MANNER DESCRIBED IN THE ATTACHED PROXY STATEMENT.
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OSI SYSTEMS, INC.
12525 Chadron Avenue
Hawthorne, California 90250

PROXY STATEMENT

GENERAL INFORMATION

This Proxy Statement is being furnished in connection with the solicitation of proxies by the Board of Directors of OSI Systems, Inc. (the

Company ) for use at the Annual Meeting of Shareholders (the Annual Meeting or the Meeting ), to be held at 10:30 a.m., local time, on
November 30, 2006, at the executive offices of the Company, 12525 Chadron Avenue, Hawthorne, California 90250, and at any adjournment
thereof. You may direct your vote without attending the Annual Meeting by completing and mailing your proxy card or voting instruction card
in the enclosed, postage pre-paid envelope. Please refer to the proxy card for instructions.

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

At the close of business on October 2, 2006, the record date for determining shareholders entitled to notice of and to vote at the Annual Meeting,

the Company had issued and outstanding 16,708,250 shares of common stock, without par value ( Common Stock ). A majority of the shares
outstanding on the record date, present in person at the Meeting or represented at the Meeting by proxy, will constitute a quorum for the

transaction of business. Shares that are voted FOR, AGAINST, ABSTAIN or WITHHELD from a proposal are treated as being present at the
Meeting for purposes of establishing a quorum. Each share of Common Stock entitles the holder of record thereof to one vote on any matter

coming before the Annual Meeting. In voting for directors, however, if any shareholder gives notice at the Annual Meeting prior to voting of an
intention to cumulate votes, then each shareholder has the right to cumulate votes and to give any one or more of the nominees whose names

have been placed in nomination prior to voting a number of votes equal to the number of directors to be elected (i.e., six) multiplied by the

number of shares which the shareholder is entitled to vote. Unless the proxy holders are otherwise instructed, shareholders, by means of the
accompanying proxy, will grant the proxy holders discretionary authority to cumulate votes.

The enclosed Proxy, when properly signed, also confers discretionary authority with respect to amendments or variations to the matters
identified in the Notice of Annual Meeting and with respect to other matters which may be properly brought before the Annual Meeting. At the
time of printing this Proxy Statement, management was not aware of any other matters to be presented for action at the Annual Meeting. If,
however, other matters which are not now known to management should properly come before the Annual Meeting, the proxies hereby solicited
will be exercised on such matters in accordance with the best judgment of the proxy holders.

The total number of votes that could be cast at the Meeting is the number of votes actually cast, plus the number of abstentions and broker
non-votes, described below. Abstentions are counted as shares present at the Meeting for purposes of determining whether a quorum exists;
however, abstentions will not be counted as votes for or against a proposal. Proxies submitted by brokers that do not indicate a vote for some or
all of the proposals because they do not have discretionary voting authority and have not received
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instructions as to how to vote on those proposals (so-called broker non-votes ) are counted as present and entitled to vote and are, therefore,
included for purposes of determining whether a quorum is present at the Meeting; however, broker non-votes are not deemed to be votes cast. As
a result, broker non-votes are not included in the tabulation of the voting results on the election of directors or issues requiring approval of a
majority of the votes cast and, therefore, do not have the effect of votes for or against a proposal.

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

The Company will pay the expenses of soliciting proxies for the Annual Meeting, including the cost of preparing, assembling and mailing the
proxy solicitation materials. Proxies may be solicited personally, by mail, by e-mail, or by telephone, by directors, officers and regular
employees of the Company who will not be additionally compensated therefore. It is anticipated that this Proxy Statement and accompanying
Proxy will be mailed on or about October 20, 2006 to all shareholders entitled to vote at the Annual Meeting. A copy of the Company s Annual
Report on Form 10-K for the fiscal year ended June 30, 2006, containing consolidated financial statements, is included in this mailing.

The matters to be considered and acted upon at the Annual Meeting are referred to in the preceding notice and are more fully discussed below.
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ELECTION OF DIRECTORS
(Item 1 of the Proxy Card)

Nominees

On September 27, 2006, the size of the Board of Directors was increased from five to six members. In accordance with the terms of the
Company s Bylaws, the newly created directorship resulting from the increase in the authorized number of directors was filled by the Board of
Directors. Consequently, Leslie E. Bider was appointed as a director to hold office until the Annual Meeting where he will stand for election.

At each annual meeting of shareholders, directors are elected for a term of one year to succeed those directors whose terms expire on the annual
meeting date. The six candidates nominated for election as directors at the Annual Meeting are Deepak Chopra, Ajay Mehra, Steven C. Good,
Meyer Luskin, Chand R. Viswanathan and Leslie E. Bider. The enclosed Proxy will be voted in favor of these individuals unless other
instructions are given. If elected, the nominees will serve as directors until the Company s Annual Meeting of Shareholders in 2007, and until
their successors are elected and qualified. If any nominee declines to serve or becomes unavailable for any reason, or if a vacancy occurs before
the election (although the Company knows of no reason to anticipate that this will occur), the proxies may be voted for such substitute nominees
as the Board of Directors may designate.

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

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

Director

Name Age Position Since
Deepak Chopra 55 Chairman of the Board of Directors, Chief

Executive Officer and President 1987
Ajay Mehra 44 Director, Executive Vice President, and 1996

President of Security Group
Steven C. Good(1)(2)(3)(4) 64 Director 1987
Meyer Luskin(1)(2)(3)(4) 80 Director 1990
Chand R. Viswanathan 77 Director 2001
Leslie E. Bider(1)(3) 56 Director 2006

(1) Member of Audit Committee

) Member of Compensation Committee
3) Member of Nominating Committee
4) Member of Executive Committee

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

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

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

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

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

Leslie E. Bider was appointed as a Director of the Company on September 27, 2006. Mr. Bider is currently
Executive-in-Residence at Elevation Partners, a private equity firm that makes large-scale investments in
market-leading media, entertainment and consumer-related businesses. Between 1987 and 2005, Mr. Bider served as
Chairman and Chief Executive Officer of Warner Chappell Music, Inc. Prior to that, Mr. Bider was Chief Financial
Officer and Chief Operating Officer of Warner Bros. Music. Mr. Bider currently serves on the board of directors of
several charitable and educational institutions. He holds a Bachelors of Science degree in Accounting from the
University of Southern California and a Masters degree from the Wharton School at the University of Pennsylvania.

4
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Relationships Among Directors or Executive Officers

There are no arrangements or understandings known to the Company between any of the directors or nominees for director of the Company and
any other person pursuant to which any such person was or is to be elected a director.

Ajay Mehra is the first cousin of Deepak Chopra. Other than this relationship, there are no family relationships among the directors or Named
Executive Officers of the Company (for a list of Named Executive Officers, See Information Concerning Management, Compensation and Stock
Ownership Executive Compensation ).

Board of Directors Meetings and Committees of the Board of Directors

There were five meetings of the Board of Directors and the Board of Directors acted pursuant to unanimous written consent on five additional
occasions during the fiscal year ended June 30, 2006. The Board of Directors has established an Audit Committee, Compensation Committee,
Executive Committee, and Nominating Committee. The members of each committee are appointed by the majority vote of the Board of
Directors. No person serving as a director during the fiscal year ended June 30, 2006, attended fewer than 75% of the aggregate number of
meetings held by the Board of Directors and all committees on which such director served.

The Board of Directors has determined that each of the directors, except Deepak Chopra and Ajay Mehra, is independent within the meaning of

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

Audit Committee

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

The Audit Committee currently consists of Messrs. Bider, Good and Luskin. Mr. Bider was appointed to the Audit Committee on September 27,
2006. Mr. Viswanathan, who was previously a member of the Audit Committee, resigned from the Audit Committee on September 27, 2006.
The Board of Directors has determined that, based upon his prior work experience and his tenure and experience on the Company s Audit
Committee, Mr. Good qualifies as an Audit Committee Financial Expert as this term has been defined under the rules and regulations of the
SEC. To date, no determination has been made as to whether the other members of the Audit Committee also qualify as Audit Committee
Financial Experts. There were five meetings of the Audit Committee during the fiscal year ended June 30, 2006. See Report of the Audit
Committee.

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

5
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Compensation Committee

The Compensation Committee is responsible for determining compensation for the Company s executive officers, reviewing and approving
executive compensation policies and practices, and providing advice and input to the Board of Directors in the administration of the Company s
stock option plans. The Compensation Committee engages and consults with independent compensation consultants in the performance of its
duties. The Compensation Committee consists of Messrs. Good and Luskin. There were four meetings of the Compensation Committee during
the fiscal year ended June 30, 2006. See Report of the Compensation Committee.

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

Nominating Committee

The Nominating Committee is responsible for evaluating nominations for new members of the Board of Directors. The Nominating Committee
currently consists of Messrs. Bider, Good, and Luskin. Mr. Bider was appointed to the Nominating Committee on September 27, 2006. There
was one meeting of the Nominating Committee during the fiscal year ended June 30, 2006.

The Nominating Committee will consider candidates based upon their business and financial experience, personal characteristics, expertise that
is complementary to the background and experience of other Board of Directors members, willingness to devote the required amount of time to
carrying out the duties and responsibilities of membership on the Board of Directors, willingness to objectively appraise management
performance, and any such other qualifications the Nominating Committee deems necessary to ascertain the candidate s ability to serve on the
Board of Directors.

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

Executive Committee

In January 2004, the Board of Directors formed an Executive Committee whose members convene for the purpose of advising and consulting
with the Company s management regarding potential acquisitions, mergers and strategic alliances between the Company and third parties. The
Executive Committee consists of Messrs. Good and Luskin. There was one meeting of the Executive Committee during the fiscal year ended
June 30, 2006.

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

Director Nomination Process

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

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

e The name and contact information for the candidate;

12
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e A statement of the candidate s occupation and background, including education and business experience;

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

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

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

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

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

Annual Meeting Attendance

The Company has adopted a formal policy with regard to directors attendance at annual meetings of shareholders. All members of the Board of
Directors of the Company are strongly encouraged to prepare for, attend and participate in all annual meetings of shareholders. All of the
Company s directors attended last year s annual meeting of shareholders in person.

Shareholder Communications

Shareholders interested in communicating directly with the Board of Directors, or specified individual directors, may do so by writing the
Secretary of the Company at the following address: c/o Secretary, OSI Systems, Inc., 12525 Chadron Avenue, Hawthorne, CA 90250. The
Secretary will review all such correspondence and will regularly forward to the Board of Directors copies of all such correspondence that, in the
opinion of the Secretary, deals with the functions of the Board of Directors or committees thereof or that he otherwise determines requires their
attention. Directors may at any time review a log of all correspondence received that is addressed to members of the Board of Directors and
request copies of such correspondence. Concerns relating to accounting, internal controls or auditing matters will immediately be brought to the
attention of the Audit Committee and handled in accordance with procedures established by the Audit Committee with respect to such matters.

7
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Director Compensation

Each non-employee director receives a fee of $15,000 per year, $1,500 for each Board of Directors meeting attended, and options to purchase
7,500 shares of the Company s Common Stock per year, at an exercise price equal to 100% of fair market value as of the date of grant.

Each member of the Audit Committee receives a fee of $1,500 for each Audit Committee meeting attended. In addition, the Chairman of the
Audit Committee also receives a fee of $5,000 per year and options to purchase 12,500 shares of the Company s Common Stock at an exercise
price equal to 100% of fair market value as of the date of grant.

Each member of the Compensation Committee receives a fee of $1,500 for each Compensation Committee meeting attended. In addition, the
Chairman of the Compensation Committee also receives a fee of $5,000 per year and options to purchase 12,500 shares of the Company s
Common Stock at an exercise price equal to 100% of fair market value as of the date of grant.

Each member of the Nominating Committee receives a fee of $1,500 for each Nominating Committee meeting attended. In addition, the
Chairman of the Nominating Committee also receives a fee of $5,000 per year.

Each member of the Executive Committee receives a fee of $10,000 per year and options to purchase 5,000 shares of the Company s Common
Stock at an exercise price equal to 100% of fair market value as of the date of grant.

All options granted to members of the Board of Directors and it committees vest in three installments: 25% on the first anniversary of the grant
date, 25% on the second anniversary, and the balance on the third anniversary, conditioned upon continued service as a director of the Company.
The directors also are reimbursed for expenses incurred in connection with the performance of their services as directors.

Code of Ethics

The Company has adopted a Code of Ethics and Conduct, which code applies to all of its directors, officers and employees. A copy of the Code
of Ethics and Conduct is attached as an exhibit to the Company s 2005 Annual Report on Form 10-K filed with the SEC. A copy of the Code of
Ethics and Conduct may also be obtained, without charge, upon written request addressed to the following address, c/o Secretary, OSI

Systems, Inc., 12525 Chadron Avenue, Hawthorne, CA 90250.

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

14
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RATIFICATION OF AMENDED AND RESTATED
1997 STOCK OPTION PLAN

(Item 2 of the Proxy Card)
Summary and Purpose of Amended and Restated Stock Option Plan

The Company believes that its success depends in large part on its ability to attract, retain, and motivate its executive officers and other key
personnel and that grants of restricted stock may be a significant element of compensation for such persons. Grants of restricted stock benefit the
Company in a number of ways. Because restricted stock has an immediate value upon vesting, restricted stock awards are generally smaller, by a
significant factor, than stock options which, upon vesting, may not ultimately have a value to the recipient. As a result, grants of restricted stock
generally have a less dilutive effect on current shareholders than grants of stock options. Grants of restricted stock also allow the Company to tie
compensation to the Company s performance, conserving cash and reducing fixed costs. Competition for executive officers and other key
personnel is intense and the Company believes an attractive restricted stock package could serve as a material inducement to attract and retain
such persons.

The Board of Directors has voted to amend and restate the 1997 Plan to grant authority to the administrator to issue and grant restricted stock.
The Company s 1997 Stock Option Plan (the 1997 Plan ) is described below in Information Concerning Management, Compensation and Stock
Ownership 1997 Stock Option Plan.

Restricted stock may be issued at such price, if any, and may be made subject to such restrictions (including time vesting or satisfaction of
performance milestones), as may be determined by the administrator. Restricted stock, typically, may be repurchased and/or cancelled by the
Company, if the conditions or restrictions are not met. In general, restricted stock may not be sold, or otherwise hypothecated or transferred,
until the vesting restrictions applicable to such shares are removed or expire. Recipients of restricted stock, unlike recipients of options,
generally will have voting rights and will receive dividends prior to the time when the restrictions lapse.

In general, a participant will not be taxed upon the grant or purchase of restricted stock that is subject to a substantial risk of forfeiture, within
the meaning of Section 83 of the Internal Revenue Code of 1986, as amended (the Code ). However, at the time the restricted stock is no longer
subject to the substantial risk of forfeiture, the participant will be taxed on the difference, if any, between the fair market value of the Common
Stock on the date the restrictions lapsed and the amount the participant paid, if any, for such restricted stock. Recipients of restricted stock under
the 1997 Plan may, however, make an election under Section 83(b) of the Code to be taxed at the time of the grant or purchase on an amount
equal to the difference, if any, between the fair market value of the Common Stock on the date of transfer and the amount the participant paid, if
any, for such restricted stock. If the Section 83(b) election is made, the participant will not recognize any additional income as and when the
restrictions applicable to the restricted stock lapses.

The total aggregate number of shares of Common Stock which may be granted as restricted stock and/or issued upon the exercise of options
granted pursuant to the 1997 Plan will remain unchanged. The Board of Directors simply believes that the proposed amendment will provide the
Compensation Committee with greater flexibility in the administration of its incentive plan by allowing for grants of restricted stock. The 1997
Plan as amended and restated is included as Appendix A to this Proxy Statement.
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Awards to be Granted to Certain Individuals and Groups

As of the date hereof, the Company cannot estimate the benefits or amounts required by Item 10 of this Schedule 14A with respect to the persons
and groups specified in such Item resulting from the ratification of the amended and restated 1997 Plan. The following table sets forth (a) the
aggregate number of shares subject to option grants to certain individuals and groups under the 1997 Plan during the last fiscal year, which
ended June 30, 2006, and (b) the average per share exercise price of such options.

Number of Average Per Share
Name of Group Options Granted Exercise Price
Named Executive Officers(1) 190,000 $ 1836
All executive officers, as a group 192,500 $ 18.38
All directors who are not executive offices, as a group 57,500 $ 18.42
All employees, including all current officers who are not executive officers, as a group 354,000 $ 1854

(1) The Named Executive Officers are set forth under Information Concerning Management, Compensation and Stock Ownership Executive
Compensation.

Equity Compensation Plan Information

The following table summarizes information, as of June 30, 2006, with respect to shares of the Company s Common Stock that may be issued
under the Company s existing equity compensation plans.

Number of Securities
Remaining Available
for Future Issuance

Number of Securities Under Equity
to be Issued Upon Weighted-Average Compensation Plans
Exercise of Exercise Price of (Excluding Securities
Outstanding Options, Outstanding Options, Reflected in
Plan Category Warrants and Rights Warrants and Rights Column (A))
Equity compensation plans approved by security holders 1,778,678 $ 1793 517,571
Equity compensation plans not approved by security holders
Total 1,778,678 $ 1793 517,571

The Board of Directors unanimously recommends that you vote FOR this proposal (Proposal 2 on the Proxy) to ratify the Company s
Amended and Restated 1997 Stock Option Plan to add the authority to issue and grant restricted stock. Holders of proxies solicited by this
Proxy Statement will vote the proxies received by them as directed on the Proxy or, if no direction is made, in favor of this proposal. In order
to be adopted, this proposal must be approved by the affirmative vote of the holders of a majority of the shares of Common Stock present and
voting at the Meeting.
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APPROVAL OF AMENDMENT TO 1997 STOCK OPTION PLAN
(Item 3 of the Proxy Card)

The Company s success depends in large part on its ability to attract, retain, and motivate its executive officers and other key personnel. Stock
options are a significant element of compensation for such persons. Stock options benefit the Company in a number of ways, including by tying
compensation to the Company s performance, conserving cash and reducing fixed costs. Competition for executive officers and other key
personnel is intense and the Company believes an attractive option package is a material inducement to attract and retain such persons.

The shareholders are asked to approve an amendment to the 1997 Plan to (i) change the name of the plan to the 2006 Equity Participation Plan
and (ii) extend the term of the plan to September 6, 2016. No other changes to the 1997 Plan are presently proposed, other than as described in
Item 2 of this Proxy Statement.

The Board of Directors unanimously recommends that you vote FOR this proposal (Proposal 3 on the Proxy) to approve the amendment to
the Company s 1997 Stock Option Plan to (i) change the name of the plan to the 2006 Equity Participation Plan, and (ii) extend the term of
the plan to September 6, 2016. Holders of proxies solicited by this Proxy Statement will vote the proxies received by them as directed on the
Proxy or, if no direction is made, in favor of this proposal. In order to be adopted, this proposal must be approved by the affirmative vote of
the holders of a majority of the shares of Common Stock present and voting at the Meeting.
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APPROVAL OF THE REINCORPORATION FROM CALIFORNIA TO DELAWARE
(Item 4 of the Proxy Card)

For the reasons set forth below, the Board of Directors believes that the best interests of the Company and its shareholders will be served by
changing the state of incorporation of the Company from California to Delaware (the Reincorporation Proposal ). In proposing the
reincorporation, the Board of Directors has purposefully drafted the proposed Certificate of Incorporation and Bylaws so that they retain certain
features of the existing Articles of Incorporation and Bylaws of the Company. Attention has also been given to the inclusion of provisions
commonly maintained by companies incorporated in Delaware and friendly to shareholders in order to maximize management efficiency,
maximize value for the Company and to preserve shareholder rights.

Shareholders are urged to read carefully the following sections of this Proxy Statement, including the related appendices, before voting on the
Reincorporation Proposal. Throughout Item 4 of this Proxy Statement, the term OSI California refers to the existing California corporation and
the term OSI Delaware refers to a newly-created, wholly owned Delaware subsidiary of OSI California and the proposed successor to OSI
California. The principal executive offices of both OSI California and OSI Delaware are located at 12525 Chadron Avenue, Hawthorne,
California 90250.

Approval of the Reincorporation Proposal by the Company s shareholders will implicitly constitute such shareholders approval of each of the
following: (i) the Agreement and Plan of Merger (the Merger Agreement ) pursuant to which OSI California will be merged with and into OSI
Delaware; (ii) the Certificate of Incorporation of OSI Delaware; (iii) the Bylaws of OSI Delaware; and (iv) the form of Indemnification
Agreement of OSI Delaware, each in form and substance as attached hereto as Appendices B, C, D and E, respectively.

Principal Reasons for Reincorporation

As the Board of Directors and management of the Company considers its future, the importance of their ability to look to well-established
principles of corporate governance and legal decisions is highlighted. Further, the responsiveness of the Delaware courts and legislature to the
evolving legal and business requirements of corporations incorporated in the state make it a favorable environment for the conduct of the
Company s business. The Company believes that any direct benefit that Delaware law provides to a corporation indirectly benefits the
shareholders, who are the owners of the corporation. The Board and management believe that there are several reasons why a reincorporation to
Delaware is in the best interests of the Company which are summarized briefly as follows:

e greater predictability, flexibility and responsiveness of Delaware law to corporate needs;

e enhanced ability to protect shareholder interests in the event of a takeover attempt (including any attempt to seize
control without acquiring all outstanding shares, or without paying a fair value for the Company); and

e more certainty regarding indemnification and limitation of liability for directors and therefore increased ability of
Delaware corporations to attract and retain qualified independent directors.

Predictability, Flexibility and Responsiveness of Delaware Law

The Company s decision to reincorporate in the state of Delaware is due in large part to Delaware s reputation for the comprehensiveness and
flexibility of its corporate laws and its tradition of promoting progressive principles of corporate governance. The Company carefully compared
the corporate laws of Delaware and California and observed favorably that Delaware offers laws that are responsive to the ever-changing legal
and business needs of corporations. Furthermore, the Company s Board of Directors believes that Delaware s corporate legal regime provides
greater protection to shareholders and their
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interests in the event of an unsolicited takeover attempt (including any attempt to seize control without acquiring all outstanding shares, or
without paying a fair value for the Company). The Company is currently unaware of any hostile attempts to acquire control of the Company, to
obtain representation on the Company s Board of Directors or of any actions by any person or entity to impact materially, and potentially
adversely, the governance of the Company or its business.

The following benefits of Delaware s corporate legal framework were carefully considered by management in deciding to propose
reincorporating in Delaware:

e the Delaware General Corporation Law (the DGCL ), which is generally acknowledged to be the most advanced
and flexible corporate statute in the country;

e the Delaware General Assembly, which annually considers and adopts statutory amendments that the Corporation
Law Section of the Delaware State Bar Association proposes in an effort to ensure that the corporate statute continues
to be responsive to the changing needs of businesses;

e the Delaware Court of Chancery, which handles complex corporate issues with a level of experience and a degree
of sophistication and understanding unmatched by any other court in the country, and the highly regarded Delaware
Supreme Court;

o the well established body of case law construing Delaware law, which has developed over the last century and
which provides businesses with a greater predictability than most, if not all, other jurisdictions provide; and

e the responsiveness and efficiency of the Division of Corporations of the Secretary of State of Delaware.
Enhanced Ability to Attract and Retain Directors

The current emphasis on issues of corporate governance brought about by the requirements of the Sarbanes-Oxley Act of 2002, SEC rules and
recent market regulation reforms, among other things, has increased the overall demand for highly qualified independent directors. The Board of
Directors and the management believe that the resulting corporate environment has engendered increased competition for qualified and
experienced independent directors. The Board of Directors and management further believe that this increased competitiveness coupled with the
increased scrutiny of director actions and the perception of increased liability of independent directors has served to decrease the number of
qualified persons willing to serve as independent directors and to cause qualified directors to opt to serve on fewer boards.

The Company has not, to date, experienced notable difficulty in attracting and retaining experienced, qualified directors. The Board of Directors
and management do, however, believe that the favorability of the corporate environment offered by Delaware to the interests of prospective
directors will figure more prominently in their choice of directorships.

Because of its flexibility and familiarity to prospective directors, Delaware law provides, as noted above, a more favorable environment for
directors to serve the bests interests of the Company. Additionally, the enhanced certainty regarding the indemnification and limitation of
liability of directors under Delaware law enables corporations organized in Delaware to compete more effectively with other public companies,
most of whom are already incorporated in Delaware, and to increase the Company s ability to retain its current directors and attract and retain
new directors.

Enhanced Certainty Regarding Indemnification and Limitation of Liability for Directors

California and Delaware law both permit a corporation to include a provision in its charter which reduces or limits the monetary liability of
directors for breaches of fiduciary duties with certain exceptions.
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The increasing frequency of claims against directors and officers and the amount of time and money required to respond to such claims and
related litigation can be a substantial risk for directors and officers. The Board of Directors and management of the Company believe that, in
general, Delaware law provides greater protection to directors than California law, and that Delaware case law regarding a corporation s ability to
limit director liability is more developed and provides more guidance than California law. Shareholders of the Company should be aware of and
consider that such protection and limitation of liability inure to the benefit of the directors, and the interest of the Board of Directors in
recommending the reincorporation may therefore be in conflict with the interests of the shareholders. See Significant Differences between the
Corporation Laws of California and Delaware Indemnification and Limitation of Liability.

Dissenters Rights Not Available

Although in some circumstances California law provides shareholders with the right to dissent from certain corporate reorganizations and
receive cash for their shares, California law does not permit dissenter s rights in connection with the proposed reincorporation. See
Appraisal/Dissenters Rights.

Anti-takeover Implications

Under Delaware law, a corporation may adopt certain measures to mitigate a corporation s vulnerability to unsolicited takeover attempts through
amendment of the corporate charter documents or otherwise. Unsolicited takeovers can involve attempts to seize control without acquiring all
outstanding shares, or without paying a fair value for the Company. In the discharge of its fiduciary obligations to its shareholders, the Board of
Directors has evaluated the Company s vulnerability to potential unsolicited bidders and in doing so has carefully considered and may consider in
the future certain defensive strategies designed to enhance the Board s ability to negotiate with an unsolicited bidder. These strategies include,
but are not limited to, the elimination of the right to remove a director other than for cause, the elimination of shareholder action by written
consent, and the authorization of preferred shares, the rights and preferences of which may be determined by the Board of Directors. Although
the Board of Directors is not aware of any present attempt to acquire control of it, or to obtain representation on its Board, the Board of Directors
believes that Delaware law would permit it to adopt certain measures that could prevent adverse effects of an unsolicited takeover bid on the
business of the Company (including any attempt to seize control without acquiring all outstanding shares, or without paying a fair value for the
Company).

Certain aspects of the Reincorporation Proposal may be considered to have anti-takeover implications. In particular, Section 203 of the DGCL,
which OSI Delaware does not intend to opt out of, restricts certain business combinations with interested shareholders for three years following
the date that a person becomes an interested shareholder, unless the Board of Directors approves the business combination. For a detailed

discussion of Section 203 of the DGCL and other differences between California and Delaware corporate law that may affect the shareholders,

see Significant Differences Between the Corporation Laws of California and Delaware Shareholder Approval of Certain Business Combinations.

Despite the belief of the Board of Directors as to the benefits of the Reincorporation Proposal to shareholders of the Company, the effect of
certain aspects of the Reincorporation Proposal may be disadvantageous to the extent that it has the effect of discouraging a future takeover
attempt which is not approved by OSI Delaware s Board, but which a majority of the shareholders may deem to be in their best interests or in
which shareholders may receive a substantial premium for their shares over the then-current market value or over their cost basis in such shares.
As a result of such effects of the Reincorporation Proposal, shareholders who might wish to participate in an unsolicited tender offer may not
have an opportunity to do so. In addition, to the extent that provisions of Delaware law enable the Board of

14

20



Edgar Filing: OSI SYSTEMS INC - Form DEF 14A

Directors to resist a takeover or a change in control of OSI Delaware, such provisions could make it more difficult to dislodge the existing Board
of Directors and management.

Mechanics of Reincorporation

The discussion contained herein is qualified in its entirety by reference to the Merger Agreement, the Certificate of Incorporation of OSI
Delaware, the Bylaws of OSI Delaware, and the form of Indemnification Agreement of OSI Delaware, copies of which are attached hereto as
Appendices B, C, D and E, respectively. OSI California s capital stock consists of 100,000,000 authorized shares of Common Stock, of which
16,708,450 shares were issued and outstanding as of October 5, 2006, and 10,000,000 authorized shares of preferred stock, without par value

( Preferred Stock ), none of which were outstanding as of October 5, 2006. On the effective date of the reincorporation, OSI Delaware will have
the same number of outstanding shares of Common Stock that OSI California had outstanding immediately prior to the effective date of the
reincorporation.

OSI Delaware s capital stock will consist of 100,000,000 authorized shares of Common Stock and 10,000,000 shares of Preferred Stock, which
will be consistent with maintaining adequate capitalization for the current needs of the Company. OSI Delaware s authorized but unissued shares
of Common Stock and Preferred Stock will both be available for future issuance.

The Reincorporation Proposal will be affected by merging OSI California into OSI Delaware (the Merger ). Upon completion of the Merger, OSI
California will cease to exist and OSI Delaware will continue the business of the Company under the name OSI Systems, Inc. Pursuant to the
Merger Agreement, a form of which is attached hereto as Appendix B, upon the effective date of the Merger, (1) each outstanding share of OSI
California Common Stock will automatically be converted into one share of OSI Delaware Common Stock; and (2) each outstanding option to
purchase OSI California Common Stock will automatically be assumed by OSI Delaware and will represent an option to acquire shares of OSI
Delaware Common Stock on the basis of one share of OSI Delaware Common Stock for each one share of OSI California Common Stock and at
an exercise price equal to the exercise price of the OSI California option. Each certificate representing issued and outstanding shares of OSI
California Common Stock will represent the same number of shares of Common Stock of OSI Delaware, respectively, into which such shares

are converted by virtue of the Merger.

IT WILL NOT BE NECESSARY FOR SHAREHOLDERS OF OSI CALIFORNIA TO EXCHANGE THEIR EXISTING STOCK
CERTIFICATES FOR STOCK CERTIFICATES OF OSI DELAWARE. HOWEVER, SHAREHOLDERS MAY EXCHANGE THEIR
CERTIFICATE IF THEY SO CHOOSE.

The Common Stock of OSI California is listed for trading on NASDAQ), and after the Merger, OSI Delaware s Common Stock will continue to
be traded on NASDAQ without interruption, under the same symbol used by OSI California prior to the Merger.

Under California law, the affirmative vote of holders of a majority of the outstanding shares of the Company s Common Stock is required for
approval of the terms of the Reincorporation Proposal. The Reincorporation Proposal has been approved by OSI California s Board of Directors,
which unanimously recommends a vote in favor of such proposal. If approved by the shareholders, it is anticipated that the Reincorporation
Proposal will become effective as soon as practicable. However, pursuant to the Merger Agreement, the Merger may be abandoned or the
Merger Agreement may be amended (except that the principal terms may not be amended without shareholder approval) either before or after
shareholder approval has been obtained and prior to the effective date if, in the opinion of the Board of Directors of either OSI California or OSI
Delaware, circumstances arise which make it inadvisable to proceed.
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Company

The Reincorporation Proposal will effect only a change in the legal domicile of OSI California and other changes of a legal nature, certain 