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CSP INC.

January 3, 2011

Dear Stockholders:

You are cordially invited to attend the 2011 Annual Meeting of Stockholders of CSP Inc. Our Annual Meeting will be
held on Tuesday, February 8, 2011, at 9:00 a.m. local time at our executive offices located at 43 Manning Road,
Billerica, Massachusetts 01821.

We describe in detail the actions we expect to take at our Annual Meeting in the attached Notice of 2011 Annual
Meeting of Stockholders and proxy statement.

Your vote is very important to us, regardless of the number of shares that you own. Whether or not you plan to attend
the Annual Meeting, please vote as soon as possible to make sure your shares are represented at the meeting. To
simplify this process, your vote may be cast over the Internet, by telephone or by mail.

We look forward to seeing you at the Annual Meeting.

Sincerely,

Alexander R. Lupinetti
Chief Executive Officer
CSP INC.
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NOTICE OF 2011 ANNUAL MEETING OF STOCKHOLDERS

Date: Tuesday, February 8, 2011

Time: 9:00 a.m. local time

Place: CSP Inc. Executive Offices
43 Manning Road
Billerica, Massachusetts 01821

At the Annual Meeting you will be asked to:

1.elect two Class III directors to the Board of Directors;

2.

3.

4.

5.

consider an advisory vote on executive compensation;

consider an advisory vote on the frequency of holding an advisory vote on executive compensation;

ratify the appointment of McGladrey & Pullen, LLP as the Company’s Independent Auditors for the fiscal year
ending September 30, 2011; and

consider any other matters that may properly be brought before the meeting.

By order of the Board of Directors,

Gary W. Levine
Secretary

Billerica, Massachusetts
December 23, 2010

YOUR VOTE IS IMPORTANT

TO ASSURE YOUR REPRESENTATION AT THE ANNUAL MEETING WHETHER OR NOT YOU ATTEND,
PLEASE COMPLETE, SIGN, DATE AND RETURN THE ENCLOSED PROXY CARD OR VOTE YOUR PROXY
OVER THE INTERNET OR TELEPHONE AS PROMPTLY AS POSSIBLE. ANY STOCKHOLDER ATTENDING
THE MEETING MAY VOTE IN PERSON EVEN IF HE OR SHE HAS RETURNED A PROXY. PLEASE NOTE,
HOWEVER, THAT IF YOUR SHARES ARE HELD OF RECORD BY A BROKER, BANK OR OTHER
NOMINEE AND YOU WISH TO VOTE, YOU MUST FIRST OBTAIN FROM THE RECORD HOLDER A
PROXY ISSUED IN YOUR NAME.

Important Notice Regarding the availability of Proxy Materials for the Annual Meeting of Stockholders to be held on
February 8, 2011. The notice of annual meeting, proxy statement, proxy card and 2010 Annual Report to Stockholders
are available at www.amstock.com/ProxyServices/ViewMaterial.asp? CoNumber=01524.

Edgar Filing: CSP INC /MA/ - Form DEFR14A

4



Edgar Filing: CSP INC /MA/ - Form DEFR14A

5



CSP INC.
(A Massachusetts Corporation)

PROXY STATEMENT

Annual Meeting of Stockholders
February 8, 2011
Table of Contents

Page
INFORMATION CONCERNING THE PROXY MATERIALS AND THE
ANNUAL MEETING 1

QUESTIONS AND ANSWERS REGARDING THE ANNUAL MEETING 1

PROPOSAL ONE: ELECTION OF DIRECTORS 5
Nominees for Election 5
Qualifications of Nominees

OUR BOARD OF DIRECTORS 6
Background Information About Directors Continuing in Office 6

CORPORATE GOVERNANCE 7
Independent Directors 7
Board Leadership Structure and Role in Risk Oversight 7
Meetings and Committees of the Board of Directors 7
Policies and Procedures for the Review and Approval of Transactions with Related
Parties 7
Code of Ethics 7
Communications with our Board of Directors 7
Policy Regarding Board Attendance 7
Director Candidates and Selection Process 7

COMMITTEES OF THE BOARD OF DIRECTORS 8
Audit Committee 8
Nominating Committee 9
Compensation Committee 9

2010 COMPENSATION OF NON-EMPLOYEE DIRECTORS 9

OUR EXECUTIVE OFFICERS 10
Background Information About Executive Officers 10

COMPENSATION OF EXECUTIVE OFFICERS 11

Edgar Filing: CSP INC /MA/ - Form DEFR14A

6



Page
Employment Agreements and Arrangements 12
Change of Control Agreements 12
Outstanding Equity Awards at 2010 Fiscal Year-End 13
PROPOSAL TWO: ADVISORY VOTE ON EXECUTIVE COMPENSATION 14
PROPOSAL THREE: ADVISORY VOTE ON THE FREQUENCY OF AN
ADVISORY VOTE ON EXECUTIVE COMPENSATION 15

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT 16
Stock Owned by Directors, Executive Officers and Greater-Than-5% Stockholders 16
Section 16(a) Beneficial Ownership Reporting Compliance 17

INFORMATION ABOUT OUR AUDIT COMMITTEE AND INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM 18
Audit Committee Report 18
Our Independent Registered Public Accounting Firm 19
Fees for Professional Services 19
Pre-Approval Policies and Procedures 19
Whistleblower Procedures 19

PROPOSAL FOUR: RATIFICATION OF THE APPOINTMENT OF OUR
INDEPENDENT AUDITORS 20

OTHER MATTERS 20
Other Business 20
Stockholder Proposals for 2012 Annual Meeting 20
Solicitation 20

Edgar Filing: CSP INC /MA/ - Form DEFR14A

7



INFORMATION CONCERNING THE PROXY MATERIALS AND THE ANNUAL MEETING

Our Board of Directors is soliciting proxies to be voted at the 2011 Annual Meeting of Stockholders to be held on
February 8, 2011. Your vote is very important. For this reason, our Board is requesting that you permit your common
stock to be represented at the Annual Meeting by the persons named as proxies for the Annual Meeting. This proxy
statement contains important information for you to consider when deciding how to vote on the matters brought before
the Annual Meeting. Please read it carefully.

Our principal executive offices are located at 43 Manning Road, Billerica, Massachusetts 01821. Our main telephone
number is (978) 663-7598. In this proxy statement, CSP Inc. is sometimes referred to as the Company and CSPI.

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Stockholders to be Held on
February 8, 2011

These proxy solicitation materials are available at
www.amstock.com/ProxyServices/ViewMaterial.asp?CoNumber=01524 on or about December 27, 2010 to all
stockholders entitled to vote at the Annual Meeting. A copy of our Annual Report on Form 10-K for the fiscal year
ended September 30, 2010 will be made available at
www.amstock.com/ProxyServices/ViewMaterial.asp?CoNumber=01524 concurrently with these proxy solicitation
materials.

Pursuant to rules adopted by the Securities and Exchange Commission, which is referred to in this proxy statement as
the SEC, we have elected to provide access to our proxy materials both by sending you this full set of proxy materials,
including a notice of annual meeting, proxy card and 2010 Annual Report to Stockholders, and by notifying you of the
availability of our proxy materials on the Internet. The Notice of annual meeting, proxy statement, proxy card and
2010 Annual Report to Stockholders are also available at
www.amstock.com/ProxyServices/ViewMaterial.asp?CoNumber=01524.  In accordance with SEC rules, the materials
on the site are searchable, readable and printable and the site does not have "cookies" or other tracking devices which
identify visitors.

We are mailing this proxy statement and the enclosed form of proxy to stockholders on or about Janury 7, 2011.

QUESTIONS AND ANSWERS REGARDING THE ANNUAL MEETING

Where and when is the Annual Meeting of Stockholders?

Our annual meeting of stockholders will be held at our executive offices, 43 Manning Road, Billerica, Massachusetts
at 9:00 a.m. local time on February 8, 2011.

Who may vote at the Annual Meeting?

You may vote if our records show that you owned your shares on December 17, 2010, which is the record date. At the
close of business on the record date, 3,543,547 shares of our common stock were issued and outstanding and eligible
to vote. You may cast one vote for each share of common stock held of record by you on the record date on all matters
presented.

Why did I receive the proxy materials by email?
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   You requested that the Company deliver proxy materials to you electronically by email. If you wish to terminate this
request, please contact American Stock Transfer & Trust Company, LLC by calling (800) 937-5449 or writing to 6201
15th Avenue, Brooklyn, New York 11219.

1
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What is the difference between holding shares as a stockholder of record and beneficial owner?

Most of our stockholders hold their shares through a broker, bank or other nominee rather than directly in their own
name. As summarized below, there are some distinctions between shares held of record and those owned beneficially.

Stockholder of Record.    If your shares are registered directly in your name with our transfer agent, American Stock
Transfer & Trust Co., you are considered the stockholder of record with respect to those shares, and the proxy
materials including your proxy card were sent directly to you by us. As the stockholder of record, you have the right to
grant your voting proxy directly to us via the Internet, by telephone or by mail, or to vote in person at the Annual
Meeting.

Beneficial Owner.    If your shares are held in a stock brokerage account or by a bank or other nominee, you are
considered the beneficial owner of shares, which are held in “street name,” and the proxy materials including your proxy
card are being provided to you by your broker, bank or nominee, who is considered the stockholder of record with
respect to those shares. As the beneficial owner, you have the right to direct your broker, bank or nominee on how to
vote and are also invited to attend the Annual Meeting. However, since you are not the stockholder of record, you may
not vote these shares in person at the Annual Meeting, unless you request, complete and deliver a proxy from your
broker, bank or nominee. Your broker, bank or nominee has sent you a voting instruction card for you to use in
directing the broker, bank or nominee how to vote your shares.

How many votes can be cast by all stockholders?

Each share of our common stock is entitled to one vote. There is no cumulative voting. We had 3,543,547 shares of
common stock outstanding and entitled to vote on the record date.

How many votes must be present to hold the Annual Meeting?

We must have a quorum in order to hold the Annual Meeting and conduct business. A majority of our issued and
outstanding shares as of the record date constitutes a quorum. Shares are counted if you are present at the Annual
Meeting or a proxy card has been properly submitted by you or on your behalf. In general, abstentions and broker
“non-votes” are counted as present for the purpose of determining the presence of a quorum. The vote on each matter
submitted to stockholders is tabulated separately. American Stock Transfer & Trust Co. will tabulate the votes.

How many votes are required to elect directors?

Directors are elected by a plurality of the votes cast. This means that the two individuals nominated for election to the
Board of Directors who receive the most “FOR” votes (among votes properly cast in person or by proxy) will be elected;
a nominee does not need to receive a majority to be elected. If you withhold authority to vote with respect to the
election of a nominee, your shares will not be voted with respect to that nominee. Your shares will be counted for
purposes of determining whether there is a quorum.

How many votes are required to approve the advisory vote on the compensation of the Company’s named executive
officers (the “say-on-pay proposal”)?

      Approval of the say-on-pay proposal requires the affirmative vote of a majority of the shares represented and
entitled to vote at the Annual Meeting. You may vote either “FOR” or “AGAINST” the say-on-pay proposal, or you may
abstain. A properly executed proxy marked “ABSTAIN” with respect to the say-on-pay proposal will not be counted as
a vote cast with respect to such proposal. Because your vote is advisory, it will not be binding on the Board or the
Company. However, the Board will review the voting results and take them into consideration when making future
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decisions regarding executive compensation.

How many votes are required to determine, on an advisory basis, the frequency with which the stockholders of the
Company shall have an advisory vote on the compensation of the Company’s named executive officers?

      The advisory vote on the frequency of the say-on-pay proposal is a non-binding vote as to how often the
say-on-pay proposal should occur. You may vote for: every year, every two years, or every three years, or you may
abstain. The choice among the four choices included in the resolution that receives the highest number of votes will be
deemed the choice of the stockholders. Because your vote is advisory, it will not be binding on the Board or the
Company. However, the Board will review the voting results and take them into consideration when making future
decisions regarding the frequency of the advisory vote on executive compensation.

How many votes are required to ratify the appointment of the Company’s independent auditors?

                Ratification of the appointment of McGladrey & Pullen, LLP as the Company’s independent auditors
requires the affirmative vote of a majority of the shares represented and entitled to vote at the Annual Meeting. You
may vote either “FOR” or “AGAINST” ratification of the appointment, or you may abstain. A properly executed proxy
marked “ABSTAIN” with respect to the ratification of the appointment will not be counted as a vote cast with respect to
such ratification.

2
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How do I vote?

   You may vote in one of three ways:

Over the Internet

If your shares are registered in your name: Vote your shares over the
Internet by accessing the proxy online voting website at:
www.voteproxy.com and following the on-screen instructions. You
will need the company number account and control numbers that
appears on your proxy card when you access the web page.

If your shares are held in the name of a broker, bank or other
nominee: Vote your shares over the Internet by following the voting
instructions that you receive from such broker, bank or other
nominee.

By Telephone

If your shares are registered in your name: Vote your shares over the
telephone by accessing the telephone voting system toll-free at
1-800-PROXIES (1-800-776-9437) in the United States or
1-718-921-8500 from foreign countries from any touch-tone
telephone and following the telephone voting instructions. The
telephone instructions will lead you through the voting process. You
will need the Company number, account and control numbers that
appear on your proxy card.

If your shares are held in the name of a broker, bank or other
nominee: Vote your shares over the telephone by following the
voting instructions you receive from such broker, bank or other
nominee.

By Mail

Vote by signing and dating the proxy card(s) and returning the
card(s) in the prepaid envelope.

What if I submit my proxy but do not vote for one or more of the proposals?

If you submit your proxy via the Internet, by telephone or by returning your signed proxy card, but do not mark or
specify selections, then the shares you hold will be voted FOR each of the nominees listed in Proposal One, FOR
Proposal Two, FOR Proposal Four, and not voted on Proposal Three. If you indicate a choice with respect to any
matter to be acted upon on your proxy, the shares you hold will be voted in accordance with your instructions.

If you are a beneficial owner and hold your shares through a broker and do not submit your selections in accordance
with the instructions received from your broker, the broker or other nominee will determine if it has discretionary
authority to vote on the particular matter. Under the rules that govern brokers who are voting with respect to shares
held in street name, brokers have discretion to vote such shares on routine matters, but not on non-routine matters.
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Routine matters include ratification of auditors. Non-routine matters include matters such as the election of directors
and the advisory votes on executive compensation. If the broker determines it does not have discretionary authority to
vote on a particular matter, it will indicate a broker “non-vote” for such matter in the proxy. Broker non-votes are treated
as present for purposes of determining the presence of a quorum, but are also treated as not entitled to vote.

Can I change or revoke my vote after submitting it?

Yes. After you submit your vote via the Internet, by telephone or by mail, you retain the power to revoke your proxy
or change your vote. You can revoke your proxy or change your vote at any time before it is exercised by giving
written notice to our corporate secretary specifying such revocation. You may change your vote by timely delivery of
a valid, later-dated proxy or by voting by ballot at the Annual Meeting if you are a record holder.

3
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What should I do if only one set of proxy materials for the Annual Meeting are sent and there are multiple CSPI
stockholders in my household?

Some banks, brokers and other nominee record holders may be participating in the practice of “householding” proxy
materials and annual reports. This means that only one copy of the proxy materials may have been sent to multiple
stockholders in your household. You may promptly obtain an additional copy of the proxy materials and our 2010
Annual Report at no charge by sending a written request to 43 Manning Road, Billerica, Massachusetts 01821 or by
calling our Investor Relations department at 978-663-7598. You can also access the proxy materials and annual report
online at www.amstock.com/ProxyServices/ViewMaterial.asp? CoNumber=01524. If you hold your shares through a
bank or other nominee and wish to discontinue householding or to change your householding election, please contact
your nominee. If you hold your shares in your own name and wish to discontinue householding or to change your
householding election, you may do so by calling (800) 937-5449 or writing to American Stock Transfer & Trust
Company, LLC, 6201 15th Avenue, Brooklyn, New York 11219.

Who can attend the Annual Meeting?

All stockholders as of the record date, or their duly appointed proxies, may attend. Each stockholder may also bring
guests to the meeting if there is space available.

Where can I find more information?

We file annual, quarterly and current reports, proxy statements, and other information with the SEC. Our common
stock is traded on the NASDAQ Global Market (NASDAQ) under the symbol “CSPI.” You may read and copy any
document that we file at the SEC’s Public Reference Room at 100 F Street, N.E., Room 1580, Washington, D.C.
20549. Our SEC filings are also available to the public on the SEC’s website at http://www.sec.gov.

Who can help answer my questions?

If you have additional questions about the matters proposed for consideration at the Annual Meeting, you should
contact:

CSP Inc.
43 Manning Road
Billerica, MA 01821
Attn: Gary W. Levine, Chief Financial Officer
Phone: (978) 663-7598 ext. 1200

What should I do now?
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