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Item 1.01 Entry into a Material Definitive Agreement

On November 4, 2005, upon recommendation from the Compensation Committee, the Board of Directors of KLA-Tencor Corporation (the “Company”’) implemented
changes to the compensation for non-employee members of the Board as follows:

1. Decreased annual option grant from 10,000 shares of the Company’s common stock to 5,000 shares of the Company’s common stock, granted quarterly;

2. Annual grant of restricted stock units (“RSUs”) with a value of $50,000 that vest after one year but the shares underlying such RSUs are not delivered to the Director
until three years from the date of grant. In the event of a Director’s retirement, death or disability, the RSUs will immediately vest and be delivered. In the event a
Director fails to be re-elected, the shares will be immediately delivered. In the event a Director resigns, he or she shall forfeit all of his/her unvested shares; provided,
however, that a committee of the Board of Directors will be permitted to determine whether or not to accelerate vesting on a portion of such shares to reflect partial
year service to the Board and the delivery of shares, if any, would not be accelerated; and

3. Committee chair retainer of $10,000 for each of the three Committee chairs plus an additional annual option grant of 2,500 shares of the Company’s common stock
for the Chair of the Audit Committee which is granted annually and is fully vested at the time of issuance.

In addition, the Chairman of the Board will be entitled to receive the annual grant of RSU’s with the same vesting and delivery conditions as all other non-employee Directors.
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