| Monawk cata sciences.

i .Raiph'H -O'Brien
. Chalrman-and Presicent

August 22, 1983

DEAR SHAREHOLDER:

On bé_hziif of the Board of Directors and Management, | cordially invite you
to the Annual Meeting of Shareholders to be held on Friday, September 3Q,
1983, at the Morris Museum of Arts and Sciences, Normandy Heights Road,

_‘ _ orristown, New Jersey, at 10:00 A.M. We look forward to greeting personally
- as many of our shareholders as will be able to attend the meeting at which the
' business and operations of the Company will be reviewed. '

The formal Notice and Proxy Statement are attached to this letter. This

_ material contains information concerning the business to be conducted at the

N ~ mecting which includes the election of Directors and the ratification of amend-
3 ments to the Company’s Stock Option Plans.

We hope you will join us at the meeting, but if you are unable to do so,
please take a moment to sign, date and relurn your proxy in the enclosed
envelope since it is important that vour shares be represented at the meeting.
Your cooperation in mailing your proxy promptly will be greatly appreciated.

Very truly yours,

RALPH H. O'Brign .
- Chairman of the Board and President

f Executive Headquarters
. Seven Century Drive
b Parsiopany. New Jersev 070154



‘\fl()HA“’k DATA SCIENCES CORP.

- Seven Ceatury Drive
Parsxppany. New Jersey 07054

‘\'OTICE OF ANNUAL MEETING OF SHAREHOLDERS
' - To Be Held September 30, 1981

To All Shareholders of | -

- Mouawk DaTa Scignces Corp.: |
NoT1ick 1s Herepy GIVEN that the Annual Meeting of Shareholders of

Monawk Darta Sciences Core. (the “Company™) will be held at the Morris

Muscum of Arts and Sciences, Normandy Heights Road, Morristown, New

Jersey on Friday, September 30, 1983 at 10:00 A.M._ Eastern Daylight Time, for

the following purposes:

I. To elect a Board of Directors consisting of nine members,

2. To consider and take action with respect to the ratification of
amendments to the Company's 1970 and 1979 Stock Option Plans, permit-
ting the exercise of options under the Plans by delivering shares of the Com-
pany’s Common Stock held by the optionee; and

3. To transact such other business as may propeﬂy come before the
meclmg or any adjournment thereof, : :

| The-Board of Directors has fixed Augusi 12, 1983 as the record date for the
meeting, and only shareholders of record at the close of business on such date
shall be entitled to vote at the meeting or any adjournment thereof.

By Order of the Board of Directors

JouN C. WALTERS
Secretary

Dated: August 22, 1983

© YGU ARE CORDIALLY INVITED TO ATTEND THE MEETING.
'WHETHER OR NOT YOU EXPECT TG BE PERSONALLY PRESENT,
PLEASE COMPLETE, DATE AND SIGN THE ENCLOSED PROXY AND
 RETURN IT PROMPTLY IN THE ENCLOSED ENVELOPE, WHICH
REQUIRES NO POSTAGE IF MAILED IN THE UNITED STATES. S



MOH AWK DATA SCIENLES CORP

Seven Century Drive
. Parstppany, ’\Tew Jersey 07054

g PROXY STATEMENT
ANNUAL MEETING OF SHAREHOLDERS

" To Be Held September 30, 1983

e GENERAL‘{NFORMATION |

SR Thc accompanymg proxv is bcmg sohmted by and on behalf of the management of Mohawk Data .
- Sciences Corp. (the *Company™), for use at the Company’s Annual Meceting of Shareho]ders to be -

g o _hcld on September 30, 1983, and any adjournmcnt thereof.

" The shares represented by all properly executed proxles received in time for the meeting will be

- '-'-_'-_'vote:d in accordance with the instructions specified in the proxy. If no directions are given, the Proxy

~will be voted in favor of the nine management nominees for Directors and for the amendments to the
1970 and 1979 Stock Option Plans. Giving a proxy does not preclude the right to vote in person, and a

. " proxy may be revoked by notice to the Compam in wrmng or in 1 open meeting, but such revocauon
- shall not affect any vote previously taxen,

.Copies of the Company’s Annual chort 1o Shareholdexs for its fiscal ycar endcd April 30, 1983

~ have previously been mailed to sharcholders. This proxy statement and the accompanymn proxy are '
o bcmg mailed to sharcholders. commgncmg on or about August 22, 1983. )

Only holders of issued and outstanding shares of the Company’s Common Stock of record at the

= ._'_cloc.c of business on August 12, 1983 are entitled to notice of and to vote at the meeting. Each such |

E  holder is entitled to one vote per share. The number of shares of Coramon Stack outstandmg on -

g August 12, 1983 was 14,507,027,

L “As of Augu:,t 12, 1583, no person to th:. Compang, s knowledgc owned bencﬁcm]ly more than S% -
§ Of the Company’s outatandmg Common Stock. :

ELECT !ON OF DIRECT ORS

R Nme D:rectors are 1o be eiected at the Annual Meetmg to hoid office until the 1984 Annua]z.-
© . Meeting and until their successors are elected and qualify. - It is the intention of the persons namcd in

SR . the enclosed form of proxy. unless otherwise directed by sharcholders executing proxies, to vote all
" proxies received by them for the election of the nominees named below. Each nominee is now a

~ Director of the Company-and is standing for re-election. Management has no reason to believe that |

~.any nominee is not available or will not serve if elected; but in the event that any nominee should
B become unavailable for election for any presently unforeseen reason, the persons named in the form of

proxy will have the right to use their discretion to vote for a subsutute or to vote for the remaining

= nominees and icave a vacancy on the Board of Directors.

“The foiiewmg information concerning the nominees for e‘cctlon to the Board of D:rectors has |

B been furnished to the Company by such persons.



Number. (Percent)
of Shares of
Common Stock
~ Dwned Beneficially
' T o o o o Director as of
CName ﬁ . Principal Occupation Since June 30, 1983*

~ Deuglas K. Baker ....... .. President and Chiel Executive = 1981 34,090  { .2%)
Lo SRR ' - Officer of New World _
Computer Company Inc.,
‘manufacturer of computer
R : L “disk peripheral equipment :
R, Watson Bell . ... ... ... "Executive Vice President and -~ 1975 31,400 ( 2%)
o L - Chief Financial Officer of the : S
SR ' I _ Lompany ' : _ _
_Arihur F Flaherty R " Partner, Rich, May, Bilodecau 1976 -~ 200"
At ST & Flaherty, Attorneys ' .
-'.Ia'mf:s_ W. Ha_rt' CEiiea i Chanrman and President, -~ 1975 200
e ' Schick, Incorporated, _ .
distributor of electric
shavers, parts and accessories

= L. Donald Horne ........ ... Chairman and Chief Executive 1978 500

Officer of The Mennen
Company, worldwide
distributor of health and
S o ‘beauty products : - _
© William J. Mann.......... Exccutive Vice Premdcnt of the- 1982 25486  ( 2%)
R T Company - SR
“William E. McKenna . ..... General Partner, McKenna 1975 500
o S Equities and’ McKenna. : :
Investment Company. private -
FUTEET T - - investment companies - - _
Raiph H. O'Brien ....... . Chairman and President of the 1975 350,000 (2.4%)
: o ~ Company S _ :
George R. West. ... .. .. o Chairman and Chief Executive 1980 : 500
S : o - Officer of Allendale Mutual -' '
Insurance Company

Al Directors and Ofﬁcm as . L _ _ :
a Group (23 Pcrsons) ' '_ R _' PR - 561,320 (3 9%)
o Sudl amounts mciudc 34 090, 9 000 9 000, 160, DDO and 276, 578 shares Wthh may be acqulred
by Messrs. Baker, Bell, Mann and O Brien, and by all directors and' officers as. a group, upon the
" exercise of outstanding stock options. Figures in parentheses indicate percentage of the outstanding -
-+ Common Stock owned; where no figure appears, the amount held represents less than one-tenth of 1%. .
_ Each person listed dbovc has sole vmmg and inveéstment powcr as to all shares mdlcated :



Thc: following sets forth additional information regarding the nominees:

 Douglag K. Baker .. ... .. Mr. Baker, 49, was President and Chiel Executive Officer of Qantel

R : ' Corporation for seven years prior to ils merger with the Company in
1980 and continued to serve as President of the MDS Qantel Division
until May 1982 before assuming his present position. :

R. Watson Bell . . ... ... Mr. Bell, 55, joined the Company as Senior Vice President in 1975 and
. assumed his present position in 1980. For the prior five years he had

served as Vice President, Treasurer and Chief Financial Officer of

Lenox, Incorporated, a diversified manufacturer of consumer products.

% Arthur FFlaherty ... .. Mr. Flaherty has been a member of the law firm of Rich, May, Bilodeau |

& Flaherty for more than the past five years. Such firm has been
* retained from time to-time by the Company for legal services. Mr.
Flaherty, 51, is a member of the Audit Committce.

-~ James W. Hart ... ... ... Mr. Hart has been Chairman of the Bdard, President and Chief Execu- -
' tive Officer of Schick, Incorporated since 1975. Mr. Hart, 50, is
Chairman of the Compensation Committee.

‘L. Donald Horne ... .. ... Mr. Horne has been with The Mennen Company since 1972, served as
o President since 1977 and assumed his present positions in 1981, Heis

a Director of The Mennen Company and American National Bank, a~ ~

subsidiary of Horizon Bancorp. Mr. Horne, 50, is a member of the
Audit and Compensation Commitiees.

© William J. Mann. ... ... Mr. Mann, 52, joined the Company as Vice President—Operations in

- 1975, was elected Senior Vice President in 1976 and assumed his
present position in 1980. Prior to joining the Company, he served as
Senior Vice President of General -Automation, Inc., a computer
manufacturer. for two years, prior to which he had been Vice Presi-
dent—Manufacturing of the Business Machines Division of The -
Singer Carporation, a diversified corporation, for three years.

 William E. McKenna . ... Mz McKenna has been a general partner of McKenna Equities and.
: ' McKenna Investment Company, private invesiment companies, since
1977. He also served as Chairman of the Board of Sambo’s
Restauranis, Inc., a family restaurant chain, from 1979 to 1981 and as
Chairman of the Beard of Vencap, Inc., employment services, from

1977 to 1979. He is a Director of Calprop Corporation, Drexler Tech-

~ nology Corporation, L.D. Brinkman Corporation, Midlantic Banks, -
inc., Midlantic National Bank, Tiger International, Inc. and Williams
Electronics, Inc. Mr. McKenna, 64, is Chairman of the Audit Com-
mitiee. - '



Ralph H. O'Brien . ... .. . Mr. O Brien, $4. has been Chairman of the Board, Chief Executive Of-

ficer and President of the Company since 1975. Prior to such time he
had been employed by Litton Industries, Inc., a diversified manufac-
turer, for 21 years, last serving as Executive Vice President. Mr.
O’Brien is a Director of Midlantic National Bank, The Mennen Com-
pany and C. R. Bard, Inc.

George R. West .. ... ... Mr. West joined Allendale Mutual Insurance Company as President and
' ' Chief Executive Officer in 1979 and assumed his present position in
1982. Previously he served as Senior Vice President-—Administration
of Arkwright-Boston Manufacturers Mutual Insurance Company
since 1968, He is a Director of The Easiern Company and The First
~National Bank of Boston. Mr. West, 63, is a member of the Compen-

sation Commitiee. ’

The Board of Directors has standing Audit and Compensation Committees. The Compensation
Commitiee makes recommendations to the Board with respect 1o executive compensation for the
Company and its subsidiaries and administers the Company’s stock option plans. The Audit Commit-
tee recommends the selection of independent certified public accountants and reviews the scope of
audits performed by them and their reports; reviews the Company’s financial statements and any
-changes in accounting policy: revicws the Company’s implementation of its policy of complying with all
laws and regulations; and consults with the accountanis and management of the Company with regard
to the adequacy of internal controls. There were seven meetings of the Compensation Committee and
three meetings of the Audit Committee during the past fiscal year. The Board of Directors does not
have a nominating committee. '

Each non-employee director receives $13,000 per year for serving on the Company’s Board of
Directars and $1.250 for serving on any Commitiee of the Board. Committee Chairmen receive an -
additional $2,500 for serving in such capacity. The Board held seven meetings during the past fiscal
year. FEach director, other than Mr. Baker, attended at least 75% of the meetings of the Board and -
Committees of the Board of which he was a member.

The Company ard its finance subsidiary, MDS Credit Corp., are parties to credit agreements with
bank syndicates providing for loans up to $42,000,000 and $22,250,000, respectively. The First
National Bank of Boston. of which Mr. West is a director, acts as agent under cach agreement, and
- Midlantic National Bank. of which Messrs. McKenna and O’Brien are directors, is 2 member of each
syndicate.

The Board of Directors unanimously recommends a vote FOR the election of the above nominees -
as directors for the ensuing year. A majority of the outstanding shares of Common Stock must . be
‘represented in person or by proxy at the Annual Meeting to constitute a quorum, and a plurality of the
- votes cast is required for the election of directors.



REMUNERATION AND OTHER TRANSACTIONS
WITH MANAGEMENT AND OTHERS

- The following table sets forth the remuneration paid or accrued by the Company for the fiscal year
~ ended April 30, 1983 to each of its five most highly compensated officers and to all directors and
officers as a group. : S '

"Cash and cash-equivalent
forms of remuneration

Securities or

property,
. insurance _
Salaries, bepefits or
directors’ reimnburse- Aggregate of
o . . : _ fees, ment, contingent
. Name of individual or : Capacities in commissions, personal forms of _
pumber of persons in group . which served bonuses(l) benehits(2) remuneration3) -
‘Peter S, Anderson .. ..... Semior Vice Presidem and § 141775 817203 $23,940
S _ President—MDS Systems{4)
" R Watson Bell.......... Exccutive Vice President and 152000 30,379 - 13,687
L L _ Chief Financial Officer
William J. Mann . ... . ... ~ Executive Vice President 150,000 28,435 17,297
Ralph H. O’Brien ....... Chairman of the Board and 385,000 174815 15,821
L o - President(3) ' ' ' 3 _
‘Dallas L. Talley ......... nenior  Vice President and 121,019 17,159 13,198
- . President—MDS Qantel
All Officers and Directors | o |
~as a Group (27 Persons) ' . 2,221,013 496,305

e e

(1) Includes amounts payable under the Company's Key Executive Bonus Plan, providing for
- bonuses of up to 50% of base salary based on certain operating results of the Company. :

(2) Includes remuneration paid under the Company's stock option plans and premiums paid by
the Company under its Exccutive lasurance Plan.

{(3) Represents estimated annual pension benefits upon retirement under the Company’s Pension
~ Plan, assuming that such individuals retire at normal retirement age, that the benefits under the
~ Pension Plan are not altered prior to retirement and that the named individuals continue to receive
pensionable compensation in excess of $75.000. The Plan provides for protection of vesting rights in
the event an individual’s employment is interrupted for less than a year and bridging those rights under

certain circumstances for longer breaks in service. - Such amounts do not irclude benefits under the

" ‘Executive Insurance Plan. No amounts are included with respect to the Company’s contribution to its
" Pension Plan, since such contributions cannot be readily calculated for the designated persons.

(4) Mr. Anderson resigned in February 1983.

- {5} Mr. O’Brien is compensated under an employment contract which expires in 1988 under . -
" which he presently receives a base salary of $310,000 and an annual performance beonus of up to
$400,000. S ' . . _

5.



Executive Insurance Plan-

In 1976 the Company established an insurance program for exccutive officers, supplementing the
coverage availuble under the Company’s group insurance plar and the benefits under its Pension Plan.
Uinder the program, such officers obtain individua! life insurance policies under which the Company '
pays the premiums and participates in the receipt of the pelicy proceeds. Death benefits for the
- participants are calculated at two and one-half times such person’s annual base salary (other than Mr.
O'Brien, whose benefit is calculated on the basis of annual compensation of $400,000). Alternatively,
a1 normal retirement the officer may assign the policy to the Company and receive ten annual pay-.
_ments from the Company in an amount ranging from approximately 40% 10 60% of his annual base
salary at'such time, with the Company retaining the death benefit. The employee’s rights under the
insurance policy a2cnerally terminate in the event of a termination of employment: however, in such
event, the officer has the right to acquire the policy upon payment to the Company of its cash surrender

. value. Pursuant 1o his employment contract, Mr. O'Brién’s right to have the premiums paid by the

Company vests on a pro rata basis over a ten year period .hrough 1988. Since May 1, 1878 the
‘Company paid premiums of 518,090, $95,834. 363,322, $297,258 and 825,738 on behalf of Messrs.
" Anderson, Bell, Mann, O'Brien and Talley and $930,291 for all present officers and directors as a -
group. The program is designed so that, if the assumptions made as to mortality experience, palicy
‘dividends and other factors are realized. the Company will recaver the major portion of its payments
thercunder. ' '

Pension Plan

Under the Company's Pensicn Plan for Emplovees, pension benefits are provided for full-time
employees of the Company and its domestic subsidiaries. The Pension Plan is non-contributory, offset
by federal social security payments, funded on an actuarial basis, and pays benefits based on service

and rate of compensation. Pensionable remuncration under the Pension Plan currently consists of base - .

salary plus S0% of honus, commission and overtime, up to a maximum of $75,0G0. The Company was

not required to ma®< a contribution to its Pension Plan during the past fiscal year. The amounts set

~ aside by the Company during the last five years 1o fund the service costs for the benefit of all partici-
~pants aggregated $2,451,800. -

The following table illustrates the estimated annual benefiis payable upon retirement at age 65
under the Pension Plan to emplovees in various compensation and years of service classifications,
assuming the social security benefit in effeet at April 30, 1983 applied throughout the service period:

Estimated Annual Pension
Pavahle Based on Service oft

Compemation Wyeans 28 yeary Fyears 40 years.
$30.000 .. ... $2704  $ 5274  $ 7753 $10314
$40,000 .. ... .. T 3,920 7.648 11.224 14,882
$50000 ... 5.17 10,148 14,974 19,882

860000 ... ... 6420 12,648 18,724 24,382
© §75,000 and above .. ... ... 8,295 16,398 24,349 32,382



o A‘a of Apil 30;'1933,'credit¢d y-i_:érs of service iri__the Pension Pi'a_n__'a_:re as foliowsi_Mr.:And.e.rsoh—A.S;
o Mr Bell—7.7: Mr. Mann—7.9: Mr. O’Brien—8.1: and Mr. Talley—1.4. I '

| Stock Option Plans

- The following table sets forth, as to'certain named directors and officers of the Company, and as 0"
~ all directors and ofhicers as a group, (1) the number of sharcs and average exercise price of Common

- Stock covered by options granted by the Company from May 1, 1978 to April 30, 1983, (ii) the net
. walue (market value less exercise price) of shares acquired during that period through the exercise of

g © group—86%.

"~ options, (iii) sales by such persons who exercised options during such period, {iv) the number of shares |
. ‘covered by ‘outstanding options ar April 30, 1583, and (v) the potentia! (unrealized) value of such
-~ ‘options at such date. Lo - o - :

: . o . _ o Alt Directors -
Perer &  R. Warson  William 3.~ Ralph . Dailas 1. and Officers

: _ T Andenon C Bell - Mann - OPBrien - Tailey. as a Growp -~
.'”'.:-':O'm'iu-n> Granted: - L D : : R . : . _

 Number of <hares oL I 22 E00 1_6_()()0 16000 0 — 26363 209363 -
e Average oplion ;vr"i_c{: e S 1209 0% 114y S 14— 0% 117708 1236
o Qptions l_%xcrciscd: B o I . S '

o ‘m.z vatee realized -'v--mark'c'z' vadue _ . N I : e _
SR Cless exorchic price . L. ... S E96YT O S256,375 0 BIVLESS S1.584.062 o - 52859449 .
b SharesSobt o 2000 e e e 29,144

‘ ':QuhiunﬂingQp{ihﬁ:s: - Lo LT T o B
 Number of shares o B . T 16000 16,000 60,000 26,363 L 262,703
Potential  (unreadized) Cvalue - : SO _ R ' T
Cmarket value foss exercise price® b % 675000 § 57500 & 836,250 $101.554 31457368

JET T N — e o

SR * Of such \}al'u'é. the following percentages thereof relate to exercisable .o'pti_ons: Mr. Bﬂl_lv—-56%:,. _

- Mr. Mann—36%, Mr.  O'Brien—100%, Mr. Talley—76%, and all directors and officers as a-
L From May 1, 1978 th’mﬁgh April 30, 1983 optidns cove.f‘ing an aggregate of 581,521 sharcs.wer'e_
- granted to employees under the Company’s option plans at an average price of $13.35 per share.

" Provisions have been included in the options granted under the Company's 1970 ang 1979 Stock
~Option Plans (the “Plans”) to reimburse optionees for income and withholding taxes incurred as a
~result of the exercise of options thereunder. Accordingly, if the exercise of an option results in the

3 emplovee's receiving income upon which the Compaay is required to withhold taxes, the Company will -
“advance such person (including employee directors and officers) an amount equal to the required
~ withhelding, which advance is evidenced by a non-interest bearing note payable the eariier of termina-
“ tion of employment or the March 15 subsequent to the calendar year of exercise. In addition, the
.Company will pay as additional taxable compensation on March 15 of the year following the year of

j. exercise, if the optivnee is still eriployed on such date, an amount which, with certain limitations, is

" equal 1o the difference between {a) the federal and other income taxes payable by the employee for the

| xable year in which income is realized on account of such exercise and (b) the taxes which would
. have been payable if such exercise had not taken place, provided that in computing such difference any

 gainin excess of $30.00 per share is excluded, and will similarly advance the required withholding on
L such payment. The Company will also pay an additional amount on the second March 15 following the

? .



- calendar vear of exercise to reimburse the emplovee for the taxes pavable on the initial reimbursement,
subject to the same restrictions and requirements set forth above. Since both the amounts required to
be included in income by the empioyee and the amounts paid by the Company as additional compensa-
tion are deductible by the Company for tax purposes, the Company may receive a tax benefit greater
than the amounts paid by it 1o the emplovee. Pursvant 1o the provisions of the Plans, the Company
advunced Mr. O'Brien $316,137, to cover required withholding taxes in connection with his exercise of
a stock option during the past fiscal year. Since May 1, 1978 the Company paid additional compensa-
ton of $17.062, $139,985, $220.376 2nd $570.781, respecuvely, to Messrs. Anderson, Beh, Mann and
O’Brien, $1.302,429 to all officers and directors as a group, ard $1,641,766 to all employees, to offset
the income taxes pavable under stock options exercised by them.

MDS Capital Corporation, a subsidiary of the Company, made non-interest bearing loans to
Messrs. Bell and O'Brien aggregating $50.000 and $400.000, respectively, ir: connection with transac-
tions relating to stock options previously exercised by them. Mr. Bell's lean is payable January 15,
1984 and Mr. O'Brien’s loun is pavable upon the earlier of April 30, 1988 or the sale by him of shares -
of Common Stock of the Company received upon exercise of such stock options,

- MDS Qanfel Stock Options

Prior to its merger into the Company in 1980, Qantel Corporation had granted options under its
Employee Non-Qualified Stock Option Plan, which was terminated wpon the merger, and had granted
additional non-qualified options outside of such pian. These options were assumed by the Company in
accordance with the merger exchange ratio. In 1982 the Company made an clection to treat the MDS
Qantel options as “incentive stock options™, 10 the extent permitted by the Economic Recovery Tax Act
of 1951 ("ERTA™). Otherwise, the tarms of these options, which remain unaffected by such plan’s
termination, are generally similar to options grantad under the Plans.

In connection with his purchase of stock of Qantel Corporation prior to iis merger into the
Company, Mr. Baker received a loan bearing interest ai 7%, with principal and accrued interest of
$530.614 at April 1, 1983, and a non-interest bearing loan in the amount of $100.000, payable in 1986.
The 7% Note has been cancelled for sonsideration which included the cancellation of an option for
20,090 shares of the Company’s Common Stock. :

Savings Plan _

The MDS Saviags Plan was introduced in 1977 as a combined savings and retirement plan for
zmployees, Under the Plan, employees may authorize payroll deductions covering a portion of their
wages. The Company allocates 1o the account of cach participant on a monthly basis shares of its
Common Stock equal in value 10 40% of the employee’s basic contributions under the Plan. The
Common Stock normally vests to the extent of 50% afier participation in the plan for three years and
100% after five vears, except that in each case contributions made within 12 months remain unvested.
No allocation of Common Stock is made on behalf of persons who pardcipate in the Executive
Insurance Plan. Since May 1, 1978 a 1otal of 1,037 shares were allocated under the Plan to all present
officers as a group, and 91,904 shares were sumntlarly allocated 10 all smployees.

RATIFICATION OF AMENDMENTS TO STOCK OPTION PLANS
One of the purposes of the Annual Meeting is to consider and ratify amendments to the 1970 and
1979 Stock Option Plans (the “Plans™), providing that the Compensation Committee, at its option,
may permit payment of the exercise price of a stock option by delivering Common Stock of the

Comyx y haviog a market value equat to such exercise price or by a combination of cash and Common
Stock,



The amendments permitting 1he exercise of options by delivering sharcs of Common Stock were
adopted by the Compeasation Commitiee in January 1983, They were adopied pursuant to
sharcholder-approved provisions authorizing the Compensation Committee to amend the Plans in
certain cases withou: further shareholder approval. They were alse adopted in reliance on a Securities
~and Exchange Commiission ("SEC™) release 10 the effect that shareholder approval of amendments of
this sort was notl necessary 0 order for these transactions to qualify for an exemption from Section
16{b) of the Securities Exchange Act of 1933 relating to “short-swing™ profits from transactions in the
Company’s shares. However, a recent federal court opinion challenges the SEC's interpretation, and in
order to clarify the situation ard remove any doubt which may be raised by such opinion, the Company
is seeking sharcholder ratfication of these amendments. :

Although the amendments enable optionees to oxercise their options without a sigmficant cash
payment, they do not resull in any merease in the ::ompensalion an option provides since the shares
surrendered must have a market value equal to the option p!‘iu;. The following example is tllustrative:
Assame that an option covering 100 shares at an exercise price of S10 is exercised at a time when the
market value is SIS0 11 the option is exercised for cash, the optionee pays $1,000 and receives shares
worth $1,500, for a gain of $500. 1f the aption is exercised by using shares, the optionee surrenders
shares valued at SEDOD and receives shares werth $1,500, aiso for a gain of $500.

Under the Plans options may be exercised with shares in immediately successive transactions using

option shares from one oxercise 10 pay the option price on the next exercise until the options are fuily
exercised. In this way, optionees are able to excrdise their eptions in full. The (,ompanv presently
restricts the use of the share exercise feature 1o one sach transaction in any six month period.
However, such policy may be modified by the Compensation Committee in the future.
' Options covering 51,110 shares have been excreised in this manner, including options covering
2123, 3.000 and 20000 shares by Messrs. Anderson, Bell and Mann and 36,373 shares by all officers
and directors as 3 proup. S "Stack Option Plans™ for additional information with respect to out-
standing stock options,

Since its organization, the Company has enabied 115 kev employees 10 obtain a proprietary interest
i the Company by granting them stock options. The Board of Directors believes that the possession of
a proprictary interest in the Company afforded by the receipt of stock options and shares of Common
Stock ypon exercise thereof acts as an incentive in stimulating the interest of key emirlovees to promote
the suecess of the Company. The flexibility of using cash or Common Stock to exercise stock options
faciiitates the emplovee’s ability 1o obtain such proprictary interest and, therefore, promotes the
miended purpose of the Plans. '

The Board of Directors unumimousty recommends o the sharcholders that they ratify such
amendments.  The atirmative vote of the holders of a majority of the wotal number of shares of

Common Stock outstanding on the record date iy required for ratification

Description of the Plans

Options under the 1979 Plan moy be granted at any time through May 15, 1989, Additioual
optians may o longer be granted under the 1970 Plan, but outstanding options may be exercised uatil =
thetr expiration 18 vears from the date of grant. The Company’s Compensation Committee which
administers the Plans mav grant options under the 1979 Plan to key employees, including officers,
without Board of Directors :apwumi exeept in the case of 2 member of the Compensation Commitiee,
upen such term and conditions as € sees it subject only 10 the requirements that the exercise price
may not e foss than the fair market value of the Lompmy s Common Stock at the date of grant and

‘that the expiration date shall not be more than 10 years after the date of grant.

4]



‘Options are generally cxercisable beginning one year after the date of grant and then only 1o the.
extent of 25% per year on a cumulative basis. There is no limit on the number of optioned shares which
may be granted to any one employee. Options are not transferable (other than by will or by the laws of
descent and distribution). and if an optionee ceases 10 be employed by the Company or any of its
subsidiaries for any reason, 2ny option held by him will terminate immediately, unless the Committee
~has granted an option which may be exercised within 30 duys after any such termination. In the cvent
‘ol his death. his option to the extent then exercisable will expire one year alter the date of death (unless '

it expires sooner by its terms). The Compensation Committee may accelerate the exercisability of
outstanding options, in whole or in part, at any time. In addition, options become fully exercisable n
the event a change of ownership or a merger or consolidation of the Company occurs and within 18
months the optionee’s employment 1 terrinated without cause. '
The Plans contain no provisions restricung the Company from granting additional options to
holders of outstanding options thereunder, whether in substitution for such options or otherwise. Such
additional options may be made exercisable at prices lower than the exercise prices of such outstanding
“options. Options under the Plans include anti-dilution provisions which become effective in the event of
a stock dividend. split or the like or any recapitalization, merger or consolidation. When options
grantcd under the 1979 Plan terminate or expire without having been exercised in full, further options
~covering the shares not purchased may be granted. : '

The Committee may amend or terminaie the Plans as it deems advisable: prowded however, that

any amendment which increases the aggregate number of shares covered therebv or reduces the
- minimum purchase price is subject to approval by the sharcholders of the Company within 12 months
after its adoption or it shall become void. However, no amendment or termination of the Plans may,
~without the consent of the optionee, adversely 2ffect the rights of such optionee.
Options granted under the Plans are not intended to qualify as “incentive stock options™ which |

: ~were created by ERTA, and the Company presently expects to continue to include provisions for the

reimbursement of optionees, including emplovee directors and officers, for income and withholding
tuxes resulting from the exercise of stock options under the Plans. However, there is no requirement 1o

- do so. and the Commitiee has the authority to modify. amend or eliminate such tax reimbursement

provisions, which are described on pages 7 and &. _ _ :
Under the present Internal Revenue Code and regulations there are no tax consequences to the
emplovec or the Company upon the grant of an option pursuant to the Plans. However. except as noted
~ below, upon the exercisc of such an option the difference between the option price and the fair market
~value of the Common Stock at the date of exercise is taxable 10 the employec as ordinary income and
deductible by the Company. The shares of Common Stock so acquired will constitule a capital asset in
. the hands of the employee and his tax basis for such shares will be the fair market value thereof on the
‘date of exercise. [f shares so acquired are later sold or exchanged, then the difference between the sales
price and the fair market value of such shares on the date of exercise of the option is taxabie as long-
~teemy or short-term capital gain or loss depending upon whether the shares have been held for more
then one véar alfter such date. :

As stated above, generally income is realized upon exercise of an option under the Plans
However, the emplovee will not recognize ordinary income at the time of such exercise if a sale of such
shares at a profit would subject such employee to potential liability under Section 16(b) of the Securi-
ties Exchange Act of 1934, In that case the employee will not be taxed until the date when such
potential liability lapses. However. an employee may elect {not later than 30 days after acquiring such

— shares) to include in income currently the difference between the fair market value of such shares at
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the.time of exercise and the option price, noiwithstanding the fact that a sale of such shares at a profit
“would subject such employee te potential liability under Section 16(b). I such election is made, no
“additional laxable income will be recognized at the time the restriction lapses. The Company will be
mem.d to a tax deduction at the time and to the extent income is realized by such employee.

- Based upon a publisked ruling of the Interral Revenue Service, an employee who pays the option
price upon exercise of un option under the Plans, in whole or in part, by delivering shares of the
Company's Common Stock aiready owned by him will recognize no gain or logs for Federal income tax
purposes on the shares surrendered, but otherwise wiil be taxed according 1o the rules described above.

- With respect 1o shares scguired upon exercise which are equai it number 10 the shares surrendered, the
" basis of such shares received will be equal to the basis of the shares surrendered. and the holding period
~of such shares received will inciude the holding period of the shares surrendered. The basis of addi-
'_tional shares received upon exercise will be equal to the fair market value of such shares on the date of
“exercise, and the holding pu:od for such additional shdru, wiil commence on the date the option- 1s
' excruscd ' :

RFLAT!O?\SH[P WITH I?\DEPF\‘DE?\T PUBLIC ACC DLNTANTS

The Board of Directors, at the rcmmmendduon of 1ts Audit Commitice, has rcappointed the firm
of Arthur Andersen & Co. as independent auditors for the 1984 fiscal year. Arthur Andersen & Co.’
has served as the Company’s auditers since 1972 and had previously audited its European operations
since 1968, A representative of Arthur Andersen & Co. is expected to be present at the Annual
Meeting, with the opportumity 1o make a statement xf he so desires and 10 respond Lo apprapriate
quutmm :

_ MISCELLANEGUS _

‘The cost of soliciting proxies relating 10 the Annual Meeting will be paid by the Company.
Directors, officers and employees of the Company may, without additional compensation, solicit prox-
jes.from sharcholders, which solicitation may be made by telephone, telegram or personal interview. In

“addition, the Company has retained The First National Bank of Boston, its Transfer Agent, to solicit
proxics for the Annual dumng, for a fee estimated at $85.000. Brokerage houses, other cusiodians,

nominees and Hduciaries will be requested to forward soliciting material to the beneficial owners of
- stock held of record by such persons and will be reimbursed by the Company for expenses incurred in
- do:m. 0.

' Any proposal of sharcholder intended to be presented at the 1984 Annuwal Meeting of
‘Sharcholders must be rescived by the Sceretary of the Cmmpan} no later than Muay 23, 1984,

- As of the date of this Proxy Statement the management of the Company does not know of any
other matter that will come before the Annual \Icctmg In the event that any other matter properly
comes before the Annual Meeting, the persons named in the enclosed form of proxy intend to vote all
proxics in accordance with their best judgrment on such matters.

August 22, 16
Monawk Darta Sciences Cory,

Jonx C. WALTERS
Secrerary

PLEASE SIGN. DATE AND MAIL YOUR PROXY NOW
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