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THE EASTERN COMPANY
112 Bridge Street

P.O. Box 460
Naugatuck, CT 06770-0460

______________

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
April 25, 2012

______________

The Annual Meeting of shareholders of The Eastern Company (“Eastern” or the “Company”) will be held on April 25,
2012 at 11:00 a.m., local time, at the office of the Company, 112 Bridge Street, Naugatuck, Connecticut 06770-0460,
for the following purposes:

1. To elect two directors.
2.To ratify the Audit Committee’s recommendation and the Board of Directors’ appointment of Fiondella, Milone &

LaSaracina LLP as the independent registered public accounting firm to audit the consolidated financial statements
of the Company and its subsidiaries for the fiscal year 2012.

3. To transact such other business as may properly come before the meeting or any adjournment thereof.

The Board of Directors has fixed February 22, 2012 as the record date for the determination of common shareholders
entitled to notice of, and to vote at, the Annual Meeting or any adjournment thereof.

Your vote is very important. Whether or not you plan to attend the Annual Meeting, we urge you to sign, date and
return the enclosed proxy card promptly in the postpaid return envelope that is provided or call the toll free number
provided on the enclosed proxy card. If you attend the meeting and desire to vote in person, your proxy will not be
used.

All shareholders are cordially invited to attend the meeting, and management looks forward to seeing you there.

By order of the Board of Directors,

Theresa P. Dews
 Secretary

March 16, 2012
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PROXY STATEMENT

of

THE EASTERN COMPANY

for the Annual Meeting of Shareholders
To Be Held on April 25, 2012

The Board of Directors of The Eastern Company (“Eastern” or the “Company”) is furnishing this proxy statement in
connection with its solicitation of proxies for use at the 2012 Annual Meeting of Shareholders and at any adjournment
thereof. This proxy statement is first being furnished to shareholders on or about March 16, 2012.

GENERAL INFORMATION REGARDING VOTING AT THE ANNUAL MEETING

The Board of Directors of Eastern has fixed the close of business on February 22, 2012 as the record date for
determining the shareholders entitled to notice of, and to vote at, the Annual Meeting. On the record date, there
were 6,213,878 outstanding shares of Eastern common stock, no par value (“Common Shares”), with each Common
Share entitled to one vote.

The presence, in person or by proxy, of holders of a majority of the voting power of the Common Shares entitled to
vote at the Annual Meeting is necessary to constitute a quorum.

Shares represented by Eastern’s proxy card will be voted at the Annual Meeting, either in accordance with the
directions indicated on the proxy card, or, if no directions are indicated, in accordance with the recommendations of
the Board of Directors contained in this Proxy Statement and on the form of proxy. If a proxy is signed and returned
without specifying choices, the Common Shares represented thereby will be voted (1) FOR the proposal to elect
Messrs. Robinson and Tuttle to the Board of Directors; and (2) FOR the appointment of Fiondella, Milone &
LaSaracina LLP as the independent registered public accounting firm. The Company is not aware of any matters other
than those set forth herein which will be presented for action at the Annual Meeting. If other matters should be
presented, the persons named in the proxy intend to vote such proxies in accordance with their best judgment.

A shareholder may revoke the appointment of a proxy by making a later appointment or by giving notice of revocation
to The Eastern Company, 112 Bridge Street, P.O. Box 460, Naugatuck, CT  06770-0460. Attendance at the Annual
Meeting does not in itself revoke the appointment of a proxy; however, it may be revoked by giving notice in open
meeting. A revocation made during the Annual Meeting after the polls have been closed will not affect the previously
taken vote.

The Common Stock of the Company is registered on NASDAQ. Prior to December 15, 2011, the Company stock was
registered on the NYSE Amex.

Solicitation of Proxies

The cost of solicitation of proxies will be borne by the Company. This solicitation by mail to the Company’s
shareholders (including this proxy statement and the enclosed proxy) began on approximately March 16, 2012. In
addition to this solicitation by mail, officers and regular employees of the Company and its subsidiaries may make
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solicitation by mail, telephone or personal interviews, and arrangements may be made with companies, brokerage
firms, and others to forward proxy material to their principals. The Company will defray the expenses of such
additional solicitations (the cost of which is not known at this time).

The proxy statement is also available on the Company’s website at www.easterncompany.com.
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Voting at the Annual Meeting

A plurality of the votes duly cast is required for the election of directors. Each of the other matters to be acted upon at
the Annual Meeting will be approved if the votes cast in favor of the matter exceed the votes cast opposing the matter.

Under Connecticut law, an abstaining vote or a broker “non-vote” is considered to be present for purposes of
determining a quorum but is not deemed to be a vote cast. A broker “non-vote” occurs when a nominee holding shares
for a beneficial owner does not vote on a particular proposal because the nominee does not have discretionary voting
power with respect to that item and has not received instructions from the beneficial owner. As a result, abstentions
and broker “non-votes” are not included in the tabulation of the voting results on the election of directors or the other
matters to be acted on at the Annual Meeting, each of which requires the approval of a plurality or majority of the
votes cast, and therefore do not have the effect of votes of opposition in such tabulations.

The Board of Directors recommends voting:

FOR the election of Messrs. Robinson and Tuttle as directors.

FOR the appointment of Fiondella, Milone & LaSaracina LLP as the independent registered public accounting firm.

2
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Item No. 1

ELECTION OF DIRECTORS

At the meeting, two directors will be elected to serve for a three-year term which expires in 2015 or until their
successors are elected and qualified. Mr. David C. Robinson and Mr. Donald S. Tuttle III, current directors whose
term expires in 2012, are the nominees for election at the meeting.

Unless otherwise specified in your proxy, the persons with power of substitution named in the proxy card will vote
your shares FOR the Company’s nominees named below. If the nominees are unable or unwilling to accept
nomination, the proxies will be voted for the election of such other person as may be recommended by the Board of
Directors. The Board of Directors, however, has no reason to believe that the Company’s nominees will be unavailable
for election at the Annual Meeting. Approval of this resolution requires the affirmative vote of a plurality of the votes
duly cast by the shares represented at the meeting which are entitled to vote on the matter.

The Board of Directors recommends a vote FOR the election of Mr. Robinson and Mr. Tuttle as directors.

Each director has furnished the biographical information set forth below with respect to his present principal
occupation, business and other affiliations, and beneficial ownership of equity securities of the Company. Unless
otherwise indicated, each director has been employed in the principal occupation or employment listed for at least the
past five years.

Company Nominees for Election at the 2012 Annual Meeting
For a three-year term expiring in 2015

David C. Robinson, age 69, has been a business consultant since August of 2006. He previously was employed as a
Managing Director with the Sinclair-Robinson Group, an insurance agency, in Wallingford, Connecticut for the period
from August 2004 through November 2005. Prior to that, he was President of The Robinson Company, a general
insurance agency located in Waterbury, Connecticut. Mr. Robinson has been a Director of the Company since 1990
and currently serves on the Audit, Compensation and Executive Committees.

Mr. Robinson has extensive knowledge in the areas of pensions and other employee benefits. His background as an
actuary and head of his own insurance agency, prior to its sale, provides the Company with many years of experience
in the areas of employee benefits and risk management.

Donald S. Tuttle III, age 63, has been a business and investment consultant since May of 2008.  He previously was
employed by UBS Financial Services, Inc. in Middlebury, Connecticut as Vice President of Investments. Mr. Tuttle
has been a Director of the Company since 1988 and serves on the Audit, Compensation and Executive Committees.

Mr. Tuttle is a descendent of Eben Tuttle, an original founder of the Company in 1858. Mr. Tuttle has a long
relationship with the Company, its history and products. His previous career as a UBS financial advisor provides the
Company with advice, if needed, with respect to the Company’s needs in the marketplace for public companies.

3 
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Continuing Directors (Terms to Expire in 2014)

John W. Everets, age 65, has been Chairman and CEO of SBM Financial in Portland, Maine since June 2010. He
previously was Chairman of Yorkshire Capital in Boston, Massachusetts from January 2006 through May 2010 and he
was President and CEO of G.E.  H.P.S.C. in Boston, Massachusetts from January 2004 through December 2005. Mr.
Everets has been a Director of the Company since 1993 and serves on the Audit and Compensation Committees. Mr.
Everets has also served on the Boards of M.F.I. Inc and Financial Security Assurance (FSA).

Mr. Everets’ years of experience as Chairman of H.S.B.C., an asset lending company now part of General Electric, has
qualified him as our independent financial expert. With that background, he serves as Chairman of the Company’s
Audit Committee.

Leonard F. Leganza, age 81, has been President and Chief Executive Officer of the Company since April 1997 and
was appointed Chairman in December of 2006.  Mr. Leganza also serves on the Board of Directors of the
Republican-American newspaper.

Mr. Leganza has served as a Director of the Company for more than 30 years, from 1980 through the present. He is a
Certified Public Accountant who practiced with the firm Ernst & Ernst (now Ernst & Young) for several years. He
also served as a Director, Executive Vice President and Chief Financial Officer of Scovill, Inc., a NYSE company, for
twenty years.  In addition to his operations and financial experience, his several years of directorships in public and
private companies and non-profit institutions have provided him with extensive knowledge of governance issues. He
brings his broad wealth of experiences to the leadership of the Company.  Mr. Leganza serves on the Executive
Committee.

Continuing Director (Term to Expire in 2013)

Charles W. Henry, age 62, is an attorney and partner with the law firm Henry & Federer, LLP located in Woodbury,
Connecticut. Mr. Henry has been a Director of the Company since 1989 and serves on the Audit, Compensation and
Executive Committees.

Mr. Henry’s independent legal expertise is valuable to the Company if and when matters of law or regulation arise in
the normal course of the Company’s businesses.  His firm does not provide any services to the Company.

Name

Common Stock
Beneficially
Owned as of
February 22,

2012

Percentage
Of

Class
John W. Everets   57,387 0.9%
Charles W. Henry   61,696 1.0%
Leonard F. Leganza 127,110 2.0%
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David C. Robinson   86,279 1.4%
Donald S. Tuttle III   81,632 1.3%
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Item No. 2

RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The firm of Fiondella, Milone & LaSaracina LLP acts as our principal independent registered public accounting firm.
The services of Fiondella, Milone & LaSaracina LLP for the fiscal year ended December 31, 2011 included an audit
of the consolidated financial statements of the Company; assistance in connection with filing the Form 10-K annual
report with the Securities and Exchange Commission; assistance on financial accounting and reporting matters;
preparation of state and federal tax returns; audit of employee benefit plans; and meetings with the Audit Committee
of the Board of Directors.

All audit services provided by Fiondella, Milone & LaSaracina LLP for 2011, which were similar to the audit service
provided in prior years, were approved by the Audit Committee in advance of the work being performed.

The Audit Committee has recommended, and the Board of Directors has approved, continuing the services of
Fiondella, Milone & LaSaracina LLP for the current fiscal year. Accordingly, the Board of Directors will recommend
at the meeting that the shareholders approve the appointment of Fiondella, Milone & LaSaracina LLP to audit the
consolidated financial statements of the Company for the current year.

The proposal to appoint Fiondella, Milone & LaSaracina LLP as the independent registered public accounting firm
will be approved if, at the Annual Meeting at which a quorum is present, the votes cast in favor of the proposal exceed
the votes cast opposing the proposal.

Representatives of Fiondella, Milone & LaSaracina LLP will be present at the Annual Meeting and will have an
opportunity to make a statement if they desire to do so, as well as respond to questioning.

Audit Fees:  Fiondella, Milone & LaSaracina LLP audit fees were $360,262 in 2011 and $315,000 in 2010. Audit fees
include fees associated with the annual audit and the reviews of the Company’s quarterly reports on Form 10-Q for the
quarters ended April 2, 2011, July 2, 2011 and October 1, 2011.

Audit-Related Fees: Fiondella, Milone & LaSaracina LLP fees for audit related services were $47,546 in 2011 and
$50,111 in 2010.  Audit related services primarily include audits of the employee benefit plans of the Company.

Tax Fees:  Fiondella, Milone & LaSaracina LLP tax fees paid in 2011 for preparation of the 2010 federal and state
income tax returns were $21,744 and in 2010 fees paid for preparation of the 2009 federal and state income tax returns
were $20,639.

All Other Fees:  Fiondella, Milone & LaSaracina LLP provided non-audit services in 2011 of $1,500 and did not
provide any non-audit services in 2010.

The Board of Directors recommends a vote FOR the appointment of Fiondella, Milone & LaSaracina LLP as the
independent registered public accounting firm.

5
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AUDIT COMMITTEE FINANCIAL EXPERT

The Board of Directors has determined that all audit committee members are financially literate and are independent
under the current listing standards of NASDAQ. The Board has also determined that John W. Everets qualifies as an
“audit committee financial expert” as defined by the SEC rules adopted pursuant to the Sarbanes-Oxley Act of 2002.

REPORT OF THE AUDIT COMMITTEE

The Audit Committee oversees the Company’s financial reporting process on behalf of the Board of Directors. The
Board of Directors adopted a revised written charter for the Audit Committee on February 4, 2004.  A copy of the
Audit Committee’s charter is available on the Company’s website at www.easterncompany.com.

Management has the primary responsibility for the financial statements and the reporting process, including the
system of internal control. The independent registered public accounting firm is responsible for expressing an opinion
on the conformity of those statements with generally accepted accounting principles. Within this framework, the Audit
Committee has reviewed and discussed the audited financial statements included in the Annual Report on Form 10-K
with the independent registered public accounting firm and management. In connection therewith, the Audit
Committee reviewed with the independent registered public accounting firm their judgments as to the quality, not just
the acceptability, of the Company’s accounting principles; the reasonableness of significant judgments; the clarity of
disclosures in the financial statements; and other related matters as required to be discussed under generally accepted
auditing standards.

In addition, the Audit Committee has discussed with the independent registered public accounting firm the auditors’
independence from management and the Company, including the matters in the written disclosures required by the
Public Company Accounting Oversight Board and the Independence Standards Board, and considered the
compatibility of nonaudit services with the auditors’ independence.

The Audit Committee also discussed with the Company’s independent registered public accounting firm the overall
scope and plan for their audit, their evaluation of the Company’s internal controls and the overall quality of the
Company’s financial reporting. The Audit Committee meets with and without management present and held five
meetings during fiscal year 2011.

In reliance on the reviews and discussions referred to above, the Audit Committee recommended to the Board of
Directors that the audited consolidated financial statements be included in the Company’s Annual Report on Form
10-K for the year ended December 31, 2011 for filing with the Securities and Exchange Commission. The Audit
Committee has recommended and the Board of Directors has approved, subject to shareholder ratification, the
selection of Fiondella, Milone & LaSaracina LLP as the Company’s independent registered public accounting firm for
the current fiscal year.

Audit Committee:

John W. Everets, Chairman
Charles W. Henry
David C. Robinson
Donald S. Tuttle III
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL SHAREHOLDERS

The following table sets forth information, as of February 22, 2012 (unless a different date is specified in the notes to
the table), with respect to (a) each person known by the Board of Directors of the Company to be the beneficial owner
of more than 5% of the Company’s outstanding Common Shares, (b) each current director of the Company, (c) each of
the Named Officers (as hereinafter defined) and (d) all directors and executive officers of the Company as a group:

Shareholder

Amount and nature
of beneficial
ownership (a)

Percent of
class (b)

NSB Advisors LLC (c)
200 Westage Business Center Drive , Suite
228
Fishkill, NY  12524

2,844,018 45.8%

Dimensional Fund Advisors LP (d)
Palisades West, Building One
6300 Bee Cave Road
Austin, TX  78746

    313,251   5.0%

John W. Everets       57,387   0.9%

Charles W. Henry       61,696   1.0%

Leonard F. Leganza     127,110   2.0%

David C. Robinson       86,279   1.4%

John L. Sullivan III (e)       36,145   0.6%

Donald S. Tuttle III (f)       81,632   1.3%

All directors and executive officers as a group
(6 persons)(g)

   450,249   7.2%

(a)The Securities and Exchange Commission has defined “beneficial owner” of a security to include any person who
has or shares voting power or investment power with respect to any such security or who has the right to acquire
beneficial ownership of any such security within 60 days. Unless otherwise indicated, (i) the amounts owned
reflect direct beneficial ownership, and (ii) the person indicated has sole voting and investment power.

Amounts shown include the number of Common Shares (if any) subject to outstanding options under the Company’s
stock option plans that are exercisable within 60 days.

Reported shareholdings include, in certain cases, shares owned by or in trust for a director or nominee, and in which
all beneficial interest has been disclaimed by the director or the nominee.

Edgar Filing: EASTERN CO - Form DEF 14A

16



7

Edgar Filing: EASTERN CO - Form DEF 14A

17



(b)The percentages shown for the directors and executive officers are calculated on the basis that outstanding shares
include Common Shares (if any) subject to outstanding options under the Company’s stock option plans that are
exercisable by the directors and officers within 60 days.

(c)Reported shareholdings per a Schedule 13G/A filed with the SEC on February 14, 2012. NSB Advisors LLC is a
registered investment advisor. Although NSB Advisors LLC has sole dispositive power of the 2,844,018 shares, it
does not have or share voting power over the shares.

(d)Dimensional Fund Advisors LP (“Dimensional”), a registered investment advisor, is deemed to have beneficial
ownership of 313,251 Common Shares per a Schedule 13G filed as of February 10, 2012. Although Dimensional
has voting and dispositive power over such shares, the shares are owned by its clients, and it disclaims beneficial
ownership of the shares.

(e)Mr. Sullivan is a Named Executive Officer of the Company. See “Executive Compensation – Summary
Compensation Table” for information regarding Mr. Sullivan’s age and business experience.

(f) Mr. Tuttle’s shareholdings include 28,825 Common Shares of which he has indirect beneficial ownership.

(g)Unless otherwise indicated, Directors and Named Executive Officers have sole voting and investment power as to
450,249 shares (7.2% of the outstanding stock).

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934 requires the Company’s directors and officers, and persons who
beneficially own more than 10% of a registered class of the Company’s equity securities, to file reports of ownership
and changes in ownership with the Securities and Exchange Commission and with NASDAQ. Directors, officers and
greater-than-10% beneficial owners are required by SEC regulations to furnish the Company with copies of all
Section 16(a) reports that they file. Based solely on its review of copies of such reports filed with the SEC since
January 2011, or written representations from certain reporting persons that no such reports were required for those
persons, the Company believes that all persons subject to the reporting requirements of Section 16(a) have filed the
required reports on a timely basis, with the exception that one report was filed late by Charles W. Henry. This report
related to a sale of Company shares, and was inadvertently filed late due to a change of brokerage firms. The report
was filed promptly upon discovery of the failure.

THE BOARD OF DIRECTORS AND COMMITTEES

The Board of Directors of the Company is currently composed of five members, four of whom are independent as
defined in the listing standards of NASDAQ. The fifth director, the principal executive officer, is both Chairman and
Chief Executive Officer. For seventeen years prior to becoming principal executive officer in 1997, the Chairman
served as an independent director and chairman of the Company’s Executive Committee and Audit Committee.

The current structure of the Board allows it to perform its duties effectively and efficiently considering the relatively
small size of the Company. All directors are members of all committees, except that the principal executive officer is
not a member of the audit or compensation committees, and one director is not a member of the executive committee.
Each director is chairman of a committee related to his expertise. Due to the small size of the Board, the Board does
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not have a lead independent director.
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Because of the Company’s diversified manufacturing and marketing activities, risk oversight responsibilities are
focused generally on the Board’s overall assessment of broad and general business and economic conditions in the
market sectors in which the Company operates. With Board oversight, extensive Sarbanes-Oxley compliance testing
of internal controls substantiates the credibility of the Company’s financial reporting and operating controls.

The Board is provided with detailed and timely financial and operating communications, including the nature of
significant capital projects as well as other important business matters indicating business trends and economic
projections that might affect the Company’s businesses.

The subject of Board “diversity” has not been approached in any formal manner. The Board currently does not have any
policy focused on diversity. Should circumstances change and the number of persons on the Board be expanded,
diversity would be considered.

Directors were selected to serve based on their individual professional and business background and skills as they
might relate especially to activities beyond the “core” businesses of the Company. Those skills include Finance, Legal,
Employee Benefits and Governance matters.

The Board of Directors of the Company is committed to sound corporate governance practices. The Board of
Directors believes that its corporate governance practices enhance the Company’s ability to achieve its goals and to
govern the Company with the highest standards of integrity.

The Company’s Board of Directors has three standing committees:  an Executive Committee, an Audit Committee and
a Compensation Committee. During 2011, the Board of Directors had six (6) meetings. During 2011, each Director
attended 100 percent of those meetings and the meetings of committees on which he served.

Executive Committee. The Executive Committee, acting with the full authority of the Board of Directors, approves
minutes, monthly operating reports, capital expenditures, banking matters, and other issues requiring immediate
attention. During 2011, the Executive Committee held no meetings.

Audit Committee. The Audit Committee advises the Board of Directors and provides oversight on matters relating to
the Company’s financial reporting process, accounting functions and internal controls, and the qualifications,
independence, appointment, retention, compensation and performance of the Company’s independent registered public
accounting firm. The Audit Committee also provides oversight with respect to the legal compliance and ethics
programs established by management and the Board of Directors. The Company’s Code of Business Conduct and
Ethics, as adopted by the Board of Directors on February 4, 2004, is available on the Company’s website at
www.easterncompany.com. During 2011, the Audit Committee held five (5) meetings.

Compensation Committee. The Compensation Committee is responsible for establishing basic management
compensation, incentive plan goals, and all related matters, as well as determining stock option grants to employees.
The Board of Directors adopted the Company’s Compensation Committee Charter on December 13, 2006, and it is
available on the Company’s website at www.easterncompany.com. During 2011, the Compensation Committee held
three (3) meetings.

The Company does not have a standing nominating committee. Rather, due to the small size of the Company’s Board
of Directors, the independent members of the Board of Directors consider director nominees. As defined by the rules
and regulations of NASDAQ, the independent members of the Board of Directors of the Company include all of the
members of the Board of Directors other than the chairman, president and chief executive officer of the Company.
These independent directors select and nominate individuals for election to the Board of Directors. A copy of the
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charter  describing the nominations process for directors is  available on the Company’s website at
www.easterncompany.com.
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Each member of the Board of Directors must have the ability to apply good business judgment and must be able to
exercise his or her duties of loyalty and care. Candidates for the position of director must exhibit proven leadership
capabilities and high integrity, exercise high level responsibilities within their chosen careers, and have an ability to
quickly grasp complex principles of business and finance. In general, candidates will be preferred to the extent they
hold an established executive level position in business, finance, law, education, research, government or civic
activities. When current members of the Board of Directors are considered for nomination for reelection, their prior
contributions to the Board of Directors, their performance and their meeting attendance records are taken into account.

The independent members of the Board of Directors will consider director nominees who are identified either by the
directors, by the shareholders, or through some other source. The independent members of the Board of Directors may
also utilize the services of a third party search firm to assist them in the identification or evaluation of director
candidates, as they deem necessary or appropriate.

Shareholders wishing to submit the names of qualified candidates for possible nomination to the Board of Directors
may make such a submission by sending to the Board of Directors (in care of the Secretary of the Company) the
information described in the Company’s Bylaws. This information generally must be submitted not more than 90 days
nor less than 60 days prior to the first anniversary of the preceding year’s annual meeting.

The independent members of the Board of Directors will make a preliminary assessment of each proposed nominee
based upon his or her resume and biographical information, the individual’s willingness to serve as a director, and
other background information. This information is evaluated against the criteria described above and the specific
needs of the Company at the time. Based upon a preliminary assessment of the candidate(s), those who appear best
suited to meet the needs of the Company may be invited to participate in a series of interviews, which are used as a
further means of evaluating potential candidates. On the basis of information learned during this process, the
independent members of the Board of Directors will determine which nominee(s) they will recommend for election to
the Board of Directors. The independent members of the Board of Directors use the same process for evaluating all
nominees, regardless of the original source of the nomination.

10
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DIRECTOR COMPENSATION IN FISCAL 2011

Name (1)

Fees
Earned

or Paid in
Cash

($) (2)

Stock
Awards

($)

Option
Awards

($)

Non-equity
Incentive

Plan
Compensation

($)

Change in
pension value

and
nonqualified

deferred
compensation

earnings
($)

All
Other

Compensation
($) (3)

Total
($)

John W. Everets $24,600 $762 $25,362
Charles W.
Henry

  24,582   396   24,978

David C.
Robinson

  24,600   762   25,362

Donald S. Tuttle
III

  24,600   396   24,996

(1)This table discloses 2011 director compensation. All non-employee directors who served as a director in 2011
received compensation.

(2)In 2011, The Eastern Company paid non-employee directors an annual rate of $24,600, which was paid in
Common Shares of the Company or cash, in accordance with the Directors Fee Program adopted by the
shareholders on March 26, 1997 and amended on January 5, 2004. The amounts listed could include adjustments
for fractional shares from previous periods. The directors make an annual election, within a reasonable time before
their first quarterly payment, to receive their fees in the form of cash, stock or a combination thereof. The election
remains in force for one year. Mr. Henry elected to receive all of his director compensation in stock.

(3) All non-employee directors are provided a $50,000 life insurance benefit.

POLICIES AND PROCEDURES CONCERNING RELATED PERSONS TRANSACTIONS

Our Code of Business Conduct and Ethics prohibits all conflicts of interest between the Company and any of its
directors, officers and employees, except under guidelines approved by the Board of Directors or committees of the
Board of Directors. A conflict of interest exists whenever an individual’s private interests interfere or conflict in any
way (or even appear to interfere or conflict) with the interests of the Company. Employees are encouraged to report
any conflicts of interest, or potential conflicts of interest, to their supervisors or superiors. However, if they do not
believe it appropriate or if they are not comfortable approaching their supervisors or superiors about their concerns or
complaints, then they may contact either the chairman of the Audit Committee of the Board of Directors or Company
counse l .  The  Code  o f  Bus ine s s  Conduc t  and  E th i c s  i s  ava i l ab l e  f o r  r ev i ew  a t  ou r  webs i t e  a t
www.easterncompany.com.

To identify related party transactions, each year the Company requires our directors and executive officers to complete
a questionnaire that identifies any transaction with the Company or any of its subsidiaries in which the director or
executive officer or their family members have an interest. If any related party transactions are reported, the Board of
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Directors reviews them to determine if the potential for a prohibited conflict of interest exists. Prior to its review, the
Board of Directors will require full disclosure of all material facts concerning the relationship and financial interest of
the relevant individuals in the transaction. Each year, our directors and executive officers also review our Code of
Business Conduct and Ethics.

11
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