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Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of
Certain Officers
 
The Human Resources and Compensation Committee of the Registrant’s Board of Directors has adopted a supplement to the Registrant’s Clawback Policy
(the “Supplemental Clawback Policy”) effective October 2, 2023. The Supplemental Clawback Policy will apply to the Registrant’s current and former
executive officers, as determined by the Board in accordance with Section 10D of the Exchange Act, Rule 10D-1 thereunder and the listing standards of the
NYSE or any other national securities exchange on which the Registrant’s securities are listed (“Covered Executives”), and specifically provides that the
enhanced NYSE and SEC compensation clawback rules which will become effective on that date will apply to the Covered Executives’ Incentive-Based
Compensation (as defined in the Supplemental Clawback Policy). A copy of the Supplemental Clawback Policy is attached to this report as Exhibit 10.1.
 
The Committee has also prospectively amended and restated the Registrant’s Performance Compensation Plan (“PCP”), its annual cash incentive plan,
effective October 2, 2023. The amended PCP provides that beginning with the fiscal 2023 awards, payments to the Covered Executives pursuant to the PCP
will be subject to the Supplemental Clawback Policy. A copy of the amended and restated PCP is attached to this report as Exhibit 10.2.
 
Item 9.01 Financial Statements and Exhibits
 

(d)       Exhibits
 
  Exhibit No. Description of Exhibit
  10.1 Supplemental Clawback Policy effective October 2, 2023
  10.2 Performance Compensation Plan as amended effective October 2, 2023
  104 Cover Page Inline Interactive Data File
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Date: October 3, 2023
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Exhibit 10.1
 

ESCO TECHNOLOGIES INC.
SUPPLEMENTAL CLAWBACK POLICY

(Effective October 2, 2023)
 
Introduction
 

The Board of Directors (the “Board”) of ESCO Technologies Inc. (the “Company”) believes it is in the best interests of the Company and its
stockholders to create and maintain a culture that reaffirms the high standards of business ethics embodied in the Company’s Code of Business Conduct
and Ethics and that reinforces the Company’s pay for performance compensation philosophy to further align management with the interests of stockholders
over the long term. The Human Resources and Compensation Committee (the “Committee”) has therefore adopted this supplemental policy (the “Policy”)
to provide for the recoupment of certain executive compensation in the event of an accounting restatement resulting from material noncompliance with
financial reporting requirements under the federal securities laws. For the avoidance of doubt, this Policy constitutes “clawback provisions” for purposes of
the Company’s 2018 Omnibus Incentive Plan, as amended and restated effective February 3, 2023 (the “Omnibus Plan”, which term shall include any
future amendments, restatements, modifications or supplements thereto as well as any successor incentive compensation plan), and the awards heretofore or
hereafter issued pursuant thereto. This Policy is designed to comply with Section 10D of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), and the listing standards of New York Stock Exchange LLC and its affiliates (collectively, the “NYSE”) or any other national securities exchange on
which the Company’s securities are listed.
 
Administration
 

This Policy shall be administered by the Board or, if so designated by the Board, the Committee, in which case references herein to the Board shall
be deemed references to the Committee. Any determinations made by the Board shall be final and binding on all affected individuals.
 
Covered Executives
 

This Policy applies to the Company’s current and former executive officers, as determined by the Board in accordance with Section 10D of the
Exchange Act, Rule 10D-1 thereunder and the listing standards of the NYSE or any other national securities exchange on which the Company’s securities
are listed (each, a “Covered Executive” and collectively, “Covered Executives”).
 
Recoupment; Accounting Restatement
 

In the event the Company is required to prepare an accounting restatement of its financial statements due to the Company’s material
noncompliance with any financial reporting requirement under the federal securities laws, the Board shall require prompt reimbursement or forfeiture of
any excess Incentive-Based Compensation received by any Covered Executive during the three completed fiscal years immediately preceding the date on
which the Company is required to prepare an accounting restatement, in addition to any transition period (that results from any change in the Company’s
fiscal year) within or immediately following such three completed fiscal years (the “Recoupment Amount”). The Recoupment Amount shall be computed
without regard to any taxes paid by the Covered Executive with respect to such excess Incentive-Based Compensation. Incentive-Based Compensation is
deemed received in the Company’s fiscal period during which the Financial Reporting Measure specified in the Incentive-Based Compensation award is
attained, even if the payment or grant of the Incentive-Based Compensation occurs after the end of that period.
 
Incentive-Based Compensation
 

For purposes of this Policy, “Incentive-Based Compensation” means any of the following; provided that such compensation is granted, earned, or
vested based wholly or in part upon the attainment of a “Financial Reporting Measure” (as defined below):
 

· Annual bonuses and other short- and long-term cash incentives;
 

· Stock options;
 

· Stock appreciation rights;
 

· Restricted stock;
 

· Restricted stock units;
 

· Performance shares;
 

· Performance share units; and
 

· Any dividend equivalents or other accruals or payments based on any of the above.
 

 



 

 
A “Financial Reporting Measure” is a measure that is determined and presented in accordance with the accounting principles used in preparing the
Company’s financial statements, including any measure that is derived wholly or in part from such measure, including but not limited to:
 

· Company stock price;
 

· Total shareholder return (“TSR”) and relative TSR;
 

· Revenues;
 

· Net income;
 

· Earnings before interest and taxes (“EBIT”);
 

· EBIT margin or growth;
 

· Earnings before interest, taxes, depreciation, and amortization (“EBITDA”);
 

· EBITDA margin or growth;
 

· Funds from operations;
 

· Liquidity measures such as working capital or operating cash flow;
 

· Return measures such as return on invested capital or return on assets;
 

· Earnings measures such as earnings per share; and
 

· Such other financial performance criteria as defined and set forth in the Omnibus Plan.
 
Excess Incentive-Based Compensation: Amount Subject to Recovery
 

The amount to be recovered will be the excess (if any) of the Incentive-Based Compensation paid to the Covered Executive based on the
erroneous data over the Incentive-Based Compensation that would have been paid to the Covered Executive had it been based on the restated results, as
determined by the Board.
 

If the Board cannot determine the amount of excess Incentive-Based Compensation received by the Covered Executive directly from the
information in the accounting restatement, then it will make its determination based on a reasonable estimate of the effect of the accounting restatement.
 
Method of Recoupment
 

The Board will determine, in its sole discretion, the method for recouping Incentive-Based Compensation hereunder which may include, without
limitation:
 

· cancelling outstanding vested or unvested awards or any portion thereof;
 

· requiring reimbursement of cash Incentive-Based Compensation previously paid;
 

· seeking recovery of any gain realized on the vesting, exercise, settlement, sale, transfer, or other disposition of any equity-based awards;
 

· seeking recovery of equity issued pursuant to any equity-based award and still held;
 

· offsetting the recouped amount from any compensation otherwise owed by the Company to the Covered Executive; and/or
 

· taking any other remedial and recovery action permitted by law, as determined by the Board.
 
No Indemnification
 

The Company shall not indemnify any Covered Executive against the loss of any excess Incentive-Based Compensation.
 
Interpretation
 

The Board is authorized to interpret and construe this Policy and to make all determinations necessary, appropriate, or advisable for the
administration of this Policy. It is intended that this Policy be interpreted in a manner that is consistent with the requirements of Section  10D of the
Exchange Act and any applicable rules or standards heretofore or hereafter proposed or adopted by the Securities and Exchange Commission (the “SEC”),
the NYSE or any national securities exchange on which the Company’s securities are listed (collectively, the “Applicable Rules”).
 
Effective Date
 

This Policy shall be effective as of the date first set forth above (the “Effective Date”) and shall apply to all Incentive-Based Compensation that is
received by Covered Executives on or after the Effective Date.
 

 





 

 
Amendment; Termination; Applicable Rules
 

The Board may amend or terminate this Policy from time to time in its discretion. This Policy shall be interpreted in a manner that is consistent
with any Applicable Rule and shall otherwise be interpreted (including in the determination of amounts recoverable) in the business judgment of the Board.
To the extent the Applicable Rules require recovery of Incentive-Based Compensation in additional circumstances beyond those specified in this Policy,
nothing in this Policy shall be deemed to limit or restrict the right or obligation of the Company to recover Incentive-Based Compensation to the fullest
extent required by the Applicable Rules. This Policy shall be deemed to be automatically amended, as of the date the Applicable Rules become effective
with respect to the Company, to the extent required for this Policy to comply with the Applicable Rules.
 
Other Recoupment Rights
 

The Board intends that this Policy will be applied to the fullest extent of the law. The Board may require that any employment agreement, equity
award agreement, stock options award agreement, long term cash incentive award agreement, performance-accelerated restricted shares award agreement,
stock appreciation rights award agreement, or other similar agreement or instrument entered into on or after the Effective Date shall, as a condition to the
grant of any benefit thereunder, require a Covered Executive to agree to abide by the terms of this Policy. Any right of recoupment under this Policy is in
addition to, and not in lieu of, any other remedies or rights of recoupment that may be available to the Company pursuant to the terms of any similar policy
in any compensation plan or policy, including, without limitation, that certain Compensation Recovery Policy adopted by the Committee on February 4,
2010, employment agreement, equity award agreement, stock options award agreement, long term cash incentive award agreement, performance-
accelerated restricted shares award agreement, stock appreciation rights award agreement, or other similar agreement or instrument and any other legal
remedies available to the Company.
 
Impracticability
 

The Board shall recover any excess Incentive-Based Compensation in accordance with this Policy unless such recovery would be impracticable, as
determined by the Board in accordance with the Applicable Rules.
 
Successors
 

This Policy shall be binding and enforceable against all Covered Executives and their beneficiaries, heirs, executors, administrators or other legal
representatives.
 

 
 



 
Exhibit 10.2
 

ESCO TECHNOLOGIES INC.
PERFORMANCE COMPENSATION PLAN

Adopted August 2, 1993
As Amended Effective October 2, 2023

 
I.             AUTHORITY AND PURPOSE.
 

A.            This ESCO Technologies Inc. Performance Compensation Plan (“Plan”) has been adopted by the Committee pursuant to the authority
granted to the Committee under the ESCO Technologies Inc. 2018 Omnibus Incentive Plan (the “2018 Plan”) and its predecessors, in order to provide a
common framework for certain performance-based cash awards awarded and to be awarded pursuant to the 2018 Plan. This Plan and any awards granted
hereunder are subject in all respects to the terms, restrictions and limitations specified in the 2018 Plan.
 

B.             The purpose of the Plan is to provide an annual incentive plan for selected corporate and Subsidiary officers and key managers which is
based upon the performance of ESCO Technologies Inc. (the “Company”) and/or its Subsidiaries during a Fiscal Year. In particular, the Plan is designed to
(a) tie a specific portion of the compensation of selected officers and managers of the Company and Subsidiaries to specified performance criteria for a
given Fiscal Year, and (b) enhance the Company’s ability to stay competitive with general industry trends in executive compensation.
 
II.            DEFINITIONS.
 

In this Plan, the following capitalized terms shall have the following meanings unless the context clearly requires otherwise:
 

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

(b) “Chief Executive Officer” means the Chief Executive Officer of the Company.
 

(c) “Committee” means the Human Resources and Compensation Committee of the Board of Directors.
 

(d) “Covered Executives” shall have the meaning given in the Supplemental Clawback Policy.
 

(e) “Fiscal Year” means the fiscal year of the Company, which is currently the twelve-month period beginning October  1 and ending
September 30.

 
(f) “Participant” means an employee of the Company or a Subsidiary who has been selected by the Committee to participate in the Plan.

 
(g) “Performance Compensation Award” or “Award” means the target amount a Participant is eligible to receive under the Plan for a Fiscal

Year subject to specified performance criteria.
 

(h) “Performance Compensation Payment” or “Payment” means the amount actually payable to a Participant based on the target amount for
such Participant and the satisfaction of the performance criteria applicable to such Participant.

 
(i) “Plan Administrator” means the Company’s Vice President–Human Resources or other Company officer designated by the Committee.

 
(j) “Subsidiary” means any corporation, partnership or other entity a majority of whose equity interests are owned directly or indirectly by

the Company.
 

(k) “Supplemental Clawback Policy” means that certain Supplemental Clawback Policy adopted by the Committee on or about August 1,
2023 and effective as of October 2, 2023.

 
III.           ELIGIBILITY, APPROVAL AND ISSUANCE OF AWARDS.
 

Participation in the Plan is limited to those employees of the Company and Subsidiaries selected by the Committee upon recommendation by the
Chief Executive Officer. During the first 90 days of each Fiscal Year, the Chief Executive Officer shall submit to the Committee (i) a proposed list for each
Subsidiary and the Company of the Participants and their corresponding Performance Compensation Awards for that Fiscal Year, and (ii)  the proposed
performance criteria to be used for determining Payments based on the Awards, which may include but need not be limited to the performance criteria
listed in Subsection IV.A. Upon approval of the Awards and the associated performance criteria by the Committee, the Plan Administrator shall make
arrangements to ensure that each Participant is notified of the amount of his or her Performance Compensation Award as well as the performance criteria
and the other terms and conditions applicable to the Award. Additions or deletions to the list of Participants during a Fiscal Year shall be made only in the
event of an unusual circumstance, such as a promotion, layoff, disability, death, new hire, termination, or retirement.
 

 



 

 
IV.           PERFORMANCE CRITERIA
 

A.                       The performance criteria for any Award may include but need not be limited to one or more of the following: earnings per share;
adjusted earnings per share; sales; earnings; cash flow; profitability; customer satisfaction; investor relations; revenues; financial return ratios; market
performance; shareholder return and/or value; operating profits (including earnings before income taxes, depreciation and amortization); net profits;
earnings per share growth; profit returns and margins; stock price; working capital; business trends; production cost; project milestones; plant and
equipment performance; safety performance; environmental performance; gross margin; operating margin; net margin; expense margins; EBIT margin;
EBIT growth; EBITDA margin; EBITDA growth; adjusted EBITDA; NOPAT margin; net assets; working capital; asset turnover; working capital turnover;
accounts receivable turnover; accounts payable turnover; inventory turnover; inventory days outstanding; accounts receivable days outstanding; accounts
payable days outstanding; debt to equity; debt to capital; current ratio; return on equity; return on assets; return on net assets; return on invested capital;
return on gross assets; return on tangible assets; cash flow return on investment; cash value added; price to earnings ratio; market to book ratio; market to
capital ratio; cost of capital; cost of debt; cost of equity; market risk premium; stock price appreciation; total shareholder return; economic value added;
economic profit; sales growth percentage; EPS growth percentage; cash flow growth year over year; return on total capital, or any combination of the
foregoing. Performance criteria may be measured solely on a corporate, subsidiary, business unit or individual basis, or a combination thereof; may be
measured in absolute levels or relative to another company or companies, a peer group, an index or indices or Company or Subsidiary performance in a
previous period; and may be measured annually or over a longer period of time.
 

B.            Establishment of Performance Goals. The performance goals for each Award and the amount payable if those goals are met shall be
established in writing for each specified period of performance by the Committee no later than 90 days after the commencement of the period of service to
which the performance goals relate and while the outcome of whether or not those goals will be achieved is substantially uncertain. However, in no event
will such goals be established after 25% of the period of service to which the goals relate has elapsed.
 
V.            DETERMINATION OF MINIMUM PAYMENT AMOUNTS.
 

Prior to the end of each Fiscal Year, the Committee, after consultation with the Plan Administrator and on behalf of the Board of Directors and the
management of each Subsidiary, shall determine the minimum aggregate amount of Payments to be made by the Company and each Subsidiary pursuant to
the Awards granted under the Plan for that Fiscal Year.
 
VI.           DETERMINATION OF PAYMENTS.
 

A.            Payments shall be based upon the degree to which the actual performance of the Company and/or Subsidiary exceeds, satisfies or fails to
satisfy the predetermined performance criteria established by the Company for that Award. As soon as practicable after the end of each Fiscal Year, the
Committee shall determine the Payment to each Participant based on attainment of the performance criteria for the Participant’s Awards for such Fiscal
Year. The Chief Executive Officer shall submit to the Committee a proposed Performance Compensation Payment summary for each Subsidiary and the
Company which shall include (i) the actual performance of the Subsidiary and the Company during the Fiscal Year compared to the respective performance
criteria previously established for the Subsidiary and the Company Participants for such Fiscal Year, and (ii) the resulting proposed Payments; provided,
that the Committee may, following such submission, consider the further recommendations of the Chief Executive Officer. Final determination of the
amount of each Participant's Performance Compensation Payment (if any) as well as the total Payments under the Plan for each Fiscal Year shall be the
responsibility of the Committee.
 

B.                       The recommended Performance Compensation Payment to a Participant may be denied, or adjusted upward or downward by the
Committee as in the Committee's discretion is prudent and advisable based upon its assessment of the Participant's performance and the Company’s or
Subsidiary’s performance, as applicable, during the Fiscal Year; provided that the total of all Performance Compensation Payments for the Fiscal Year shall
be no less than the minimum determined by the Committee in accordance with Section V.
 
VII.         MANNER OF AND TIME FOR PAYMENTS.
 

Once the Payments have been approved by the Committee pursuant to Section VI, the Plan Administrator shall take the necessary actions to notify
each Participant of the amount of his or her Performance Compensation Payment. Performance Compensation Payments will be made through payroll not
later than 2½ months following the end of each Fiscal Year. The Company shall withhold from each Payment all taxes required to be withheld by any
federal, state or local government and any other applicable deductions authorized by the Participant.
 
VIII.        DESIGNATION OF BENEFICIARY.
 

Each Participant shall have the right to designate a beneficiary, and to change such beneficiary from time to time, by filing a request in writing
with the Plan Administrator. If a Participant dies after the end of the Fiscal Year but prior to receiving the Payment due for such Fiscal Year, the Payment
will be paid to the Participant’s designated beneficiary at the time such amount would have been paid to the Participant, subject to Section VII. In the event
the Participant has not designated a beneficiary, or in the event a beneficiary predeceases the Participant, the amount otherwise payable to such beneficiary
shall be paid to the person in, or divided equally among the persons in, the first of the following classes of successive preference beneficiaries in which
there shall be any person surviving such Participant:
 

(1) The Participant's spouse;
 

(2) The Participant's children; or
 

 



 

 
(3) The Participant's executors or administrators;

 
provided that any amount payable to a minor may instead be paid to such adult or adults as, in the sole opinion of the Plan Administrator, are primarily
responsible for the custody and support of such minor.
 
IX.           ADMINISTRATION OF THE PLAN.
 

The Committee has the sole responsibility for overall administration and control of the Plan, including the selection of Participants, the amounts of
Awards, the selection and approval of performance criteria, the determination of the minimum total Payments under the Plan for each Fiscal Year, the
satisfaction of performance criteria, and the final determination of Payments to each Participant. The Plan Administrator shall be responsible for
implementing the actions required under the Plan.
 
X.            VESTING.
 

A Participant must be in the employ of the Company or a Subsidiary on the date a Performance Compensation Payment of an Award is made
pursuant to Section VII in order to be eligible for Payment pursuant to the Award. Notwithstanding the foregoing, however, in the event that, either before
or after the end of the Fiscal Year, a Participant’s employment is terminated by reason of the Participant’s death or disability, by the Company without
cause, or by the Participant due to retirement on or after the age of 60, the Committee shall have the sole discretion as to whether the Participant shall be
entitled to any Payment, and if so, the amount of such Payment, and any such amount shall be paid at the time determined pursuant to Section VII.
 
XI.          AMENDMENT OR TERMINATION.
 

The Committee may amend or terminate the Plan at any time, but no amendment may impair any of the rights or obligations under any Award
theretofore granted to a Participant under the Plan without such Participant's consent; provided, however, that notwithstanding the foregoing the Committee
may amend the Plan or any Awards in such manner as it deems necessary to comply with the requirements of any applicable law, rule or regulation.
 
XII.         MISCELLANEOUS.
 

A.            All Payments under the Plan shall be made from the general assets of the Company or Subsidiary, as the case may be. To the extent any
person acquires a right to receive a Payment under the Plan, such right shall be no greater than that of an unsecured general creditor of the Company or
Subsidiary.
 

B.                       Nothing contained in the Plan and no action taken pursuant thereto shall create or be construed to create a trust of any kind, or a
fiduciary relationship between the Company or a Subsidiary and any other person.
 

C.            Except as provided in Section XIII, no amount payable under the Plan shall be subject in any manner to anticipation, alienation, sale,
transfer, assignment, pledge, encumbrance or charge, either voluntary or involuntary, and any attempt to so alienate, anticipate, sell, transfer, assign, pledge,
encumber or charge the same shall be null and void. No such amount shall be liable for or subject to the debts, contracts, liabilities, engagements, or torts of
any person to whom such benefits or funds are or may be payable.
 

D.            Nothing contained in the Plan is intended or shall be construed to confer upon any Participant the right to continue in the employ of the
Company or a Subsidiary or to limit the right of a Participant’s employer to discharge the Participant at any time, with or without cause.
 

E.            The Plan shall be construed and administered in accordance with the laws of the State of Missouri, without regard to the principles of
conflicts of law which might otherwise apply.
 
XIII.        COVENANTS.
 

A.            For purposes of this Plan, “Misconduct” means any of the following actions engaged in by a Participant during the period commencing
upon receipt of any Performance Compensation Payment and ending two (2) years after such receipt:
 

(1) As an individual or as a partner, employee, agent, advisor, consultant or in any other capacity of or to any person, firm, corporation or
other entity, directly or indirectly carrying on any business or becoming involved in any business activity, which is (i) competitive with
the business of the Company or any Subsidiary, as presently conducted and as said business may evolve in the ordinary course, and (ii) a
business or business activity in which the Participant was engaged in the course of his/her employment with the Company and or any
Subsidiary (provided that nothing herein shall prohibit Participant from being a 2% or less shareholder of a publicly traded corporation);

 
(2) As an individual or as a partner, employee, agent, advisor, consultant or in any other capacity of or to any person, firm, corporation or

other entity, directly or indirectly recruiting, soliciting or hiring, or assisting anyone else in recruiting, soliciting or hiring, any employee
of the Company or any Subsidiary;

 
(3) Inducing or attempting to induce, or assisting anyone else to induce or attempt to induce, any customer of the Company or any

Subsidiary, to discontinue its business with the Company or such Subsidiary;
 

(4) Engaging in the unauthorized use or disclosure of confidential information or trade secrets of the Company or any Subsidiary resulting in
harm to the Company or any Subsidiary; or

 

 



 

 
(5) Engaging in intentional misconduct resulting in a financial restatement and/or an increase in the Participant’s incentive or equity

compensation.
 

B.            In the event of Misconduct described in clause XIII(A)(5), the Company or any Subsidiary shall be entitled, in addition to any other
legal or equitable remedies it may have, to recover from the Participant (i) any Performance Compensation Payments made to the Participant during the
period for which restatement of the Company’s financials is required (but not to exceed three years), or (ii) any Performance Compensation Payments made
to the Participant during the three year period preceding the date on which a restatement is required to the extent such Performance Compensation
Payments are in excess of what would have been paid to the Participant if calculated under the restated financials, or (iii)  if no financial restatement is
required, any Performance Compensation Payments made during the three year period preceding the date on which the Participant receives increased
incentive or equity compensation as a result of such Misconduct to the extent such increased incentive or equity compensation exceeds the amount the
Participant would have received in the absence of such Misconduct.
 

C.            In the case of Misconduct or threatened Misconduct described in clauses XIII(A)(1) through XIII(A)(4), the Company or any Subsidiary
shall be entitled, in addition to any other legal or equitable remedies it may have:
 

(1) To temporary, preliminary and permanent injunctive relief restraining such breach or threatened breach, the Participant hereby expressly
acknowledging that the harm which might result as a result of any noncompliance by the Participant would be largely irreparable and
agreeing that if there is a question as to the enforceability of any of the provisions of this Award the Participant will abide by the Award
until after the question has been resolved by a final judgment of a court of competent jurisdiction; and/or

 
(2) To cancel this Award; and/or

 
(3) To recover from the Participant any Performance Compensation Payments made to the Participant under this Award during any

period(s) that the Participant was engaged in such Misconduct (but not to exceed three years).
 

D.            Subject to the limitations described herein, the Committee shall have sole discretion in determining the amount that shall be recovered
from the Participant under subsection XIII(C), provided that to the extent Performance Compensation Payments have been recovered by the Company
under the Company’s Dodd-Frank Act Recovery Policy such amounts shall not also be recoverable pursuant to this Section XIII.
 

E.            Beginning with the Fiscal Year 2023 Award, Performance Compensation Payments made to Covered Executives under this Plan shall be
subject to recovery by the Company under the Company’s Supplemental Clawback Policy.
 

 
 


