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Item 1.01 Entry into a Material Definitive Agreement
Modification of Executive Officer Base Compensation and Incentive Targets.

On August 8, 2006, the Compensation Committee of the Company’s Board of Directors modified the base compensation payable to three executive officers
and the percentage of base salary designated for one executive officer as target cash bonus amount under the Company’s annual bonus plan, the Axcelis Team
Incentive Plan (the “ATT”). In making these changes to executive compensation, the Committee applied its compensation philosophy to provide base salaries
and target bonus compensation within the 50th percentile of such categories of compensation paid by similar companies for comparable positions, based on
market benchmarking data compiled by external consulting firms.

The August 8, 2006 Compensation Committee actions adjusted the base salaries of three executives to the amounts set forth below and the ATT target for Mr.
Flynn. The ATT targets for Messrs. Levine and Palette are unchanged. These changes will be effective from August 19, 2006.

ATI Target as a %

Executive Officer Title Base Salary of Base Salary
Matthew Flynn Senior VP, Global Customer Operations $315,000 60%
Marc Levine Senior VP, Product Development $275,000 50%
Donald Palette Senior VP, Finance $235,000 40%

The Axcelis Team Incentive Plan for Executive Officers adopted by the Compensation Committee of the Board of Directors on January 26, 2005 is filed as
Exhibit 10.12 to the Company’s Form 10-K for the year ended December 31, 2004. A description of the implementation of such plan for the fiscal year
ending December 31, 2006 is described in the Company’s Report on Form 8-K filed with the Commission on February 6, 2006.
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