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Item 1.01 Entry into a Material Definitive Agreement.

On June 13, 2005, the Board of Directors of Precision Optics Corporation, Inc. (the “Company”) granted to Richard E.
Forkey a non-statutory option to purchase 373,600 shares of common stock of the Company at an exercise price of
$0.83 per share. Mr. Forkey serves as the Company’s President, Chief Executive Officer and Treasurer and Chairman
of the Board of Directors of the Company; Mr. Forkey abstained from participating in the vote of the Board regarding
the grant of options to him. Upon the date of grant, 30% of the options, or 112,080 shares, vested immediately. The
vesting of remaining options is subject to achievement of certain financial milestones by the Company as follows.
Upon attainment of any one of the following targets, the remaining 70% of the options will vest:

·  Elimination of negative cash flow, evaluated on a quarterly basis.
·  Increase in gross sales to $1.5 million quarterly.

·  Elimination of net loss, evaluated on a quarterly basis (excluding the effects of any compensation expense
associated with stock options).

·  Maintenance of an average closing price per share for the Company’s common stock of $2.55 for at least ten
consecutive trading days.

Upon attainment of any one of the following targets, an additional 35%, or 130,760 shares, will vest and upon
attainment of any two of the following targets, the remaining 70% of the options will vest:

·  Reduction in negative cash flow to $0.4 million quarterly.
·  Increase in gross sales to $0.75 million quarterly.

·  Reduction in net loss to $0.4 million quarterly (excluding the effects of any compensation expense associated with
stock options).

·  Maintenance of an average closing price per share for the Company’s common stock of $1.70 for at least ten
consecutive trading days.

The options expire on June 13, 2015.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

Date: June 17, 2005

PRECISION OPTICS CORPORATION, INC.

By: /s/ Richard E.
Forkey                                        
Name: Richard E. Forkey
Title: Chairman of the Board, President,
           Chief Executive Officer and Treasurer
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