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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF PENNSYLVANIA

IN RE HERLEY INDUSTRIES, INC. : Case No. 06-CV-2596 (JRS)
SECURITIES LITIGATION :

[PROPOSED| PRELIMINARY APPROVAL ORDER PROVIDING FOR
NOTICE AND HEARING IN CONNECTION WITH
PROPOSED CLASS ACTION SETTLEMENT

WHEREAS, as of July 2, 2010, Lead Plaintift' and Class Representative Norfolk County
Retirement System (“Norfolk” or “Class Representative”), on behalf of the Class entered into a
Stipulation and Agreement of Settlement (“Stipulation™) with the Defendants Herley Industries,
Inc. (“Herley”), Lee Blatt, Myron Levy, Anello Garefino, Thomas Gilboy, and John Kelley
(collectively the “Defendants,” without Herley the “Individual Defendants™), which is subject to
review under Rule 23 of the Federal Rules of Civil Procedure and which, together with the
exhibits thereto, sets forth the terms and conditions of the proposed settlement of the claims
alleged in the Consolidated Complaint (“Consolidated Complaint™) with prejudice (the
“Settlement”); and the Court having read and considered the Stipulation and the accompanying
exhibits; and the parties to the Stipulation having consented to the entry of this Order; and all
capitalized terms used herein having the meanings defined in the Stipulation;

WHEREAS, on September 30, 2009, the Court certified the Action as a class action; and

WHEREAS, on January 15, 2010, Norfolk was named as Lead Plaintiff and Class
Representative and the law firms of Labaton Sucharow LLP and Kirby Mclnerney LLP as Class
Counsel, pursuant to Rules 23(a) and (b)(3) of the Federal Rules of Civil Procedure;

NOW, THEREFORE, IT IS HEREBY ORDERED, this g‘—‘d‘ay of July, 2010 that:

1. The Court has reviewed the Stipulation and preliminarily finds the Settlement set
forth therein to be fair, reasonable and adequate, subject to further consideration at the settlement

hearing described below.
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2. A hearing (the “Settlement Hearing”) pursuant to Rule 23(e) of the Federal Rules
of Civil Procedure is hereby scheduled to be held before the Court on 7 /3 , 2010, at

ﬂ: Jd A.m. for the following purposes:

(a) to determine whether the proposed Settlement is fair, reasonable and
adequate, and should be approved by the Court;

(b) to determine whether the Final Order and Judgment as provided under the
Stipulation should be entered, dismissing the Action on the merits and with prejudice, and to
determine whether the release by the Class of the Settled Claims, as set forth in the Stipulation,
should be provided to the Released Defendant Parties:

(c) to determine whether the proposed Plan of Allocation for the proceeds of
the Settlement is reasonable and should be approved by the Court;

(d) to consider Class Counsel’s application for an award of attorneys’ fees and
reimbursement of expenses;

(e) to consider Class Representative’s application, if any, for its reasonable
costs and expenses (including lost wages) relating to its representation of the Class; and

63) to rule upon such other matters as the Court may deem appropriate.

3. The Court reserves the right to approve the Settlement with or without
modification and with or without further notice of any kind. The Court further reserves the right
to enter the Judgment approving the Settlement and dismissing the Action with prejudice
regardless of whether it has approved the Plan of Allocation or awarded attorneys’ fees and
expenses. The Court may also adjourn the Settlement Hearing or modify any of the dates herein
without further notice to members of the Class.

4. The Court approves the form, substance and requirements of the Notice of
Proposed Class Action Settlement (the “Notice”) and the Proof of Claim and Release form
(“Proof of Claim™), substantially in the forms annexed hereto as Exhibits 1 and 2 respectively.

5. The Court approves the appointment of The Garden City Group, Inc. as the

Claims Administrator to supervise and administer the notice procedures as well as the processing
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of claims. The Claims Administrator shall cause the Notice and the Proof of Claim, substantially
in the forms annexed hereto, to be mailed, by first class mail, postage prepaid, on or before July
16, 2010 (“Notice Date™), to all Class Members who can be identified with reasonable effort. To
the extent it has not already done so, Herley shall cause its transfer records and shareholder
information to be made available to the Claims Administrator within ten (10) calendar days from
the date of this order for the purpose of identifying and giving notice to the Class. The Claims
Administrator shall use reasonable efforts to give notice to nominee purchasers such as
brokerage firms and other persons or entities who purchased or otherwise acquired Herley
common stock during the period from October 1, 2001 through June 14, 2006, inclusive, (the
“Class Period”) as record owners but not as beneficial owners. Such nominee purchasers are
directed, within seven (7) calendar days of their receipt of the Notice, to either send copies of the
Notice and Proof of Claim to their beneficial owners by first class mail, or to provide the Claims
Administrator with lists of the names and addresses of the beneficial owners, and the Claims
Administrator is ordered to send the Notice and Proof of Claim promptly to such identified
beneficial owners by first class mail. Nominee purchasers who clect to send the Notice and
Proof of Claim to their beneficial owners shall also send a statement to the Claims Administrator
confirming that the mailing was made as directed. Additional copies of the Notice shall be made
available to any record holder requesting such for the purpose of distribution to beneficial
owners, and such record holders shall be reimbursed from the Settlement Fund, after receipt by
the Claims Administrator of proper documentation, for their reasonable expenses incurred in
sending the Notices and Proofs of Claim to beneficial owners. Class Counsel shall, at or before
the Settlement Hearing, file with the Court proof of mailing of the Notice and Proof of Claim.

6. All fees, costs, and expenses incurred in identifying and notifying members of the
Class shall be paid from the Settlement Fund.

7. The Court approves the form of the Summary Notice of Hearing on Proposed
Class Action Settlement (“Summary Notice™) substantially in the form annexed hereto as

Exhibit 3 and directs that Class Counsel shall cause the Summary Notice to be published in
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Investor’s Business Daily and transmitted over Business Wire within ten (10) calendar days of
the Notice Date. Class Counsel shall, at or before the Settlement Hearing, file with the Court
proot of publication of the Summary Notice.

8. The form and content of the notice program described herein, and the method set
forth herein of notifying the Class of the Settlement and its terms and conditions, meet the
requirements of Rule 23 of the Federal Rules of Civil Procedure, Section 21D(a)(7) of the
Securities Exchange Act of 1934, 15 U.S.C. § 78u-4(a)(7), as amended by the Private Securities
Litigation Reform Act of 1995, and due process, constitute the best notice practicable under the
circumstances, and shall constitute due and sufficient notice to all persons and entities entitled
thereto.

9. In order to be entitled to receive a distribution from the net monetary recovery
pursuant to the Settlement (the “Net Settlement Fund”), in the event the Settlement is effected in
accordance with the terms and conditions set forth in the Stipulation, each Class Member shall
take the following actions and be subject to the following conditions:

(a) A properly executed Proof of Claim, substantially in the form attached
hereto as Exhibit 2, must be submitted to the Claims Administrator, at the address indicated in
the Notice, postmarked not later than one hundred twenty (120) calendar days after the Notice
Date. Such deadline may be further extended by Court Order. Each Proof of Claim shall be
deemed to have been submitted when postmarked (if properly addressed and mailed by first class
mail, postage prepaid) provided such Proof of Claim is actually received prior to the motion for
an order of the Court approving distribution of the Net Settlement Fund. Any Proof of Claim
submitted in any other manner shall be deemed to have been submitted when it was actually
received at the address designated in the Notice. Any Class Member who does not timely submit
a Proof of Claim within the time provided for shall be barred from sharing in the distribution of
the proceeds of the Net Settlement Fund, unless otherwise ordered by the Court.

(b) The Proof of Claim submitted by each Class Member must satisfy the

following conditions, unless otherwise ordered by the Court: (i) it must be properly completed,
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signed and submitted in a timely manner in accordance with the provisions of the preceding
subparagraph; (ii) it must be accompanied by adequate supporting documentation for the
transactions reported therein, in the form of broker confirmation slips, broker account statements,
an authorized statement from the broker containing the transactional information found in a
broker confirmation slip, or such other documentation as is deemed adequate by Class Counsel;
(ii1) if the person executing the Proof of Claim is acting in a representative capacity. a
certification of his, her or its current authority to act on behalf of the Class Member must be
included in the Proof of Claim; and (1v) the Proof of Claim must be complete and contain no
material deletions or modifications of any of the printed matter contained therein and must be
signed under penalty of perjury.

() As part of the Proof of Claim, each Class Member shall submit to the
jurisdiction of the Court with respect to the claim submitted, and shall (subject to effectuation of
the Settlement) release all Settled Claims as provided in the Stipulation.

(d) Each Proof of Claim shall be submitted to and reviewed by the Claims
Administrator, under the supervision of Class Counsel, who shall determine in accordance with
this Stipulation the extent, if any, to which each claim shall be allowed, subject to review by the
Court.

(e) Proofs of Claim that do not meet the submission requirements may be
rejected. Prior to rejection of a Proof of Claim, the Claims Administrator shall communicate
with the claimant in order to afford the claimant the opportunity to remedy curable deficiencies
in the Proof of Claim submitted. The Claims Administrator, under supervision of Class Counsel,
shall notify, in a timely fashion and in writing, all claimants whose Proofs of Claim they propose
to reject in whole or in part, setting forth the reasons therefore, and shall indicate in such notice
that the claimant whose claim is to be rejected in whole or in part has the right to a review by the
Court if such claimant so desires and if such claimant complies with the requirements below.

® If any claimant who is notified by the Claims Administrator that the

Claims Administrator intends to propose that his, her or its claim be rejected in whole or in part
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desires to contest such rejection, such claimant must, within the deadline established by the
Claims Administrator, serve upon the Claims Administrator a notice and statement of reasons
indicating the claimant’s grounds for contesting the rejection along with any supporting
documentation, and requesting a review thereof by the Court. If a dispute concerning a claim
cannot be otherwise resolved, Class Counsel shall thereafter present the request for review to the
Court.

10. Class Members were previously notified of their right to request exclusion from
the Class by dissemination of the Notice of Pendency of Class Action (“Pendency Notice™), as
ordered by the Court on April 5, 2010, and no additional exclusion period is required.

11. Class Members who previously served a valid request for exclusion from the
Class in accordance with the Court-approved Pendency Notice shall not be entitled to receive
any payment out of the Net Settlement Fund as described in the Stipulation and Notice. Any
Class Members who did not properly exclude himself; herself or itself by timely serving a valid
request for exclusion in accordance with the Pendency Notice shall be bound by all orders,
determinations and judgments in this Litigation, including but not limited to, the terms of the
Settlement.

12. The Court will consider objections to the Settlement, the Plan of Allocation, the
award of attorneys’ fees or reimbursement of expenses only if such objections and any
supporting papers are filed in writing with:

Clerk of the Court
United States District Court

for the Eastern District of Pennsylvania
James A. Byrne United States Courthouse
601 Market Street
Philadelphia, Pennsylvania 19106-1797

Copies of all such papers are delivered or sent by first class mail (with a corresponding
postmark), on or before fourteen (14) calendar days prior to the date set herein for the Settlement

Hearing, upon each of the following:
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On behalf of Class Representative and the Class:

LABATON SUCHAROW LLP KIRBY McINERNEY LLP
Jonathan Gardner Ira M. Press

140 Broadway 825 Third Avenue, 16" Floor
New York, New York 10005 New York, New York 10022

Counsel for Norfolk County Retirement System and
the Class

On behalf of the Defendants:
BLANK ROME LLP
James T. Smith
One Logan Square
Philadelphia, Pennsylvania 19103
Counsel for Defendants Herley Industries, Inc.: Lee
Blatt; Myron Levy; Anello Garefino, Thomas
Gilboy; and John Kelley
Attendance at the hearing is not necessary; however, persons wishing to be heard orally in
opposition to the approval of the Settlement, the Plan of Allocation, and/or the requests for
attorneys’ fees and other expenses are required to indicate in their written objection their
intention to appear at the hearing. Persons who intend to object to the Settlement, the Plan of
Allocation, and/or the requests for an award of attorneys’ fees and other expenses and desire to
present evidence at the Settlement Hearing must include in their written objections the identity of
any witnesses they may call to testify and exhibits they intend to introduce into evidence at the
Settlement Hearing. Class Members do not need to appear at the hearing or take any other action
to indicate their approval.

13. Any Class Member who does not make his, her or its objection in the manner
provided shall be deemed to have waived such objection and shall forever be foreclosed from
making any objection to the fairness, reasonableness or adequacy of the Settlement, to the Plan
of Allocation, and/or the requests for an award of attorneys’ fees and other expenses, unless

otherwise ordered by the Court, but shall otherwise be bound by the judgment to be entered and

the releases to be given.



Case 2:06-cv-02596-JS Document 282 Filed 07/02/10 Page 8 of 42

14. Pending final determination of whether the Settlement should be approved, Class
Representative, all Class Members, and each of them, and anyone who acts or purports to act on
their behalf, shall not institute, commence or prosecute any action which asserts Settled Claims
against the Released Defendant Parties.

15. As provided in the Stipulation, Class Counsel may pay the Claims Administrator
a portion of the reasonable fees and costs associated with giving notice to the Class and the
review of claims and administration of the Settlement out of the Settlement Fund, including
paying taxes, without further order of the Court: provided however, that such amounts shall not
exceed $100,000 unless and until the Court has entered an Order and Final Judgment following
the Settlement Hearing.

16. All papers in support of the Settlement. Plan of Allocation, Class Counsel’s
request for an award of attorneys’ fees and expenses and Class Representative’s request, if any,
for its reasonable costs and expenses (including lost wages) relating to its representation of the
Class shall be filed with the Court and served by overnight mail or hand delivery seven (7)
calendar days prior to the date set herein for the Settlement Hearing.

17. At or after the Settlement Hearing, the Court shall determine whether the Plan of
Allocation proposed by Class Counsel, and any application for attorneys’ fees and expenses,
including the expenses of Class Representative, if any, should be approved.

8. No person who is not a Class Member, Class Representative or Class Counsel
shall have any right to any portion of, or to any distribution of, the Net Settlement Fund unless
otherwise ordered by the Court or otherwise provided in the Stipulation.

19. All funds held in escrow shall be deemed and considered to be in custodia legis of
the Court, and shall remain subject to the Jurisdiction of the Court until such time as such funds
shall be distributed pursuant to the Stipulation and/or further order of the Court.

20. If any specified condition to the Settlement set forth in the Stipulation is not
satisfied and Class Representative, Class Counsel or Defendants elect to terminate the Settlement

as provided in paragraphs 30 through 31 of the Stipulation, then, in any such event, the
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Stipulation, including any amendment(s) thereof, except as expressly provided in the Stipulation,
and this Preliminary Approval Order shall be null and void, of no further force or effect, and
without prejudice to any Party, and may not be introduced as evidence or used in any actions or
proceedings by any person or entity against the Parties, and each Party shall be restored to his,
her or its respective litigation position as it existed prior to reaching the agreement in principle to
settle the Action on June 23, 2010.

21. All reasonable expenses incurred in identifying and notifying members of the
Class as well as administering the Settlement Fund shall be paid as set forth in the Stipulation.
In the event the Court does not approve the settlement, or it otherwise fails to become effective,
neither Class Representative nor any of its counsel shall have any obligation to repay any
amounts actually and properly incurred or disbursed pursuant to the Stipulation to the extent that
those expenses do not exceed $100,000.

22. The Court retains exclusive jurisdiction over the Action to consider all further

matters arising out of or connected with the Settlement.

Date 2""4 .2010
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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF PENNSYLVANIA

IN RE HERLEY INDUSTRIES, INC.
SECURITIES LITIGATION

-_—

Case No. 06-CV-2596 (JRS)
Exhibit A-1

NOTICE OF PROPOSED CLASS ACTION SETTLEMENT
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TO: ALL PERSONS WHO PURCHASED OR OTHERWISE ACQUIRED THE
PUBLICLY TRADED SECURITIES OF HERLEY INDUSTRIES, INC. DURING
THE PERIOD FROM OCTORBER 1,2001 THROUGH JUNE 14, 2006,
INCLUSIVE, (THE “CLASS PERIOD”) AND WHO ALLEGEDLY SUSTAINED
A LOSS AS A RESULT OF THE ACQUISITION (THE “CLASS”).

YOU MAY BE ENTITLED TO A PAYMENT FROM THIS
PROPOSED SETTLEMENT.

A federal court authorized this notice. This is not a solicitation from a lawyer.

. If approved by the Court,' the proposed Settlement will create a $10,000,000
Settlement Fund for the benefit of eligible investors who purchased or otherwise
acquired common stock of Herley Industries, Inc. (“Herley” or the “Company™) during
the Class Period.

. The Settlement would resolve claims in a class action lawsuit alleging that Herley and
certain of its officers and directors misled investors by making certain
misrepresentations and omissions in Herley’s public statements, which had the effect
of inflating Herley’s stock price (the “Action™). The Class is represented in the Action
by the court-appointed Lead Plaintiff and Class Representative, Norfolk County
Retirement System (“Class Representative™).

o he Court will review the Settlement at the Settlement Hearing to be held on
/ , 2010 at Q: ﬁ(/jm.

. Your legal rights are affected whether you act or do not act. Read this notice
carefully.

YOUR LEGAL RIGHTS AND OPTIONS IN THIS SETTLEMENT

SUBMIT A CLAIM FORM
BY , 2010

The only way to get a payment.

OBJECT BY
, 2010

Write to the Court about why you do not like the Settlement.
This will not exclude you from the Class.

GO TO A HEARING ON Ask to speak in Court about the Settlement at the Settlement
, 2010 Hearing.
DO NOTHING J Get no payment. Give up rights.

LAl capitalized terms not otherwise defined in this document shall have the meaning
provided in the Stipulation and Agreement of Settlement, dated July 2,2010 (the
“Stipulation™).



Case 2:06-cv-02596-JS Document 282 Filed 07/02/10 Page 12 of 42

SUMMARY OF THIS NOTICE

Statement of Plaintiff Recovery

This proposed Settlement will create a Settlement F und of $10,000,000 in cash, plus
interest as it accrues. Based on the information currently available to Class Representative and
the analysis performed by its damages expert, it is estimated that if members of the Class submit
claims for 100% of the shares eligible for distribution under the Plan of Allocation (described
below), the estimated average distribution per share will be approximately $.74.° Historically,
actual claims rates are substantially less than 100%, which result in higher distributions per
share. This estimate is before deduction of any court-awarded expenses, such as attorneys’ fees
and litigation expenses, Class Representative’s costs and expenses and the cost of sending this
Notice and administering the distribution of the Settlement. The amount an eligible Class
Member will actually recover will depend on numerous factors, including the numbers of Class
Members who submit a valid Proof of Claim. These factors are fully explained in the Plan of
Allocation beginning on page [ ] Please refer to the Plan of Allocation for more information
on your potential “Recognized Loss” (defined below).

Statement of Potential Outcome if the Claims Continued to Be Litigated

The Parties disagree about whether each or any of the Defendants is liable for the claims
asserted against them and whether each or any of the Defendants caused any damages. The
issues on which the Parties disagree include, for example: (1) whether the Defendants made any
false or material misstatements or omissions; (2) whether those alleged misrepresentations and
omissions were material; (3) whether the Defendants acted with the required state of mind;

(4) the amount by which the prices of Herley common stock were artificially inflated (if at all)

> An allegedly damaged share might have been traded more than once during the Class
Period, and this average recovery would be the total for all purchasers of that share.
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