PONDEROSA, INC.

ENTRANCE ROAD, JAMES M. COX DAYTON INTERNATIONAL AIRPORT
DAYTON, OHIO 45401

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD JUNE 28, 1984

|

= PONDEROSA

I

-

"lh .
mllh

‘ "Il
(i
ly S

To The Holders of the Common Stock:

NOTICE 15 HEREBY GIVEN that the Annual Meeting of Stockholders of PONDEROSA, INC., a
Detaware corporation, will be held on the 28th day of June, 1984 at 9:00 AM in the 747 Room at
the Dayton Airport Inn located immediately east of the Company's corporate office building on
Entrance Road, James M. Cox Dayton International Airport. Dayton, Ohio. for the following
purposes:

1. To elect three Directors for a term of three years.

2. To amend Paragraphs Fourth and Fifth of the Company’s Restated Certificate of Incorpo-
ration in order to authorize 25,000,000 sharas of preferred stock, with no par value.

. To approve amendments to the Company's stock option plans to allow payment of the
exercise price of non-incentive stock oprons granted under the Company's Qualified Stock
Option Plan to be made in Common Stock of the Company, to increase the numiber of
authorized shares of Common Stock subject to options which may be granted under the
1982 Stock Option Plan from 450,000 to 800,000 shares and to grant certain stock appre-
clation rights to all current holders of non-incentive stock options granted under either plan
and to all holders of any stock options granted under the 1982 Plan after April 17, 1984.

4. To appoint Inc zpendent Accountants ior the Company.

5. Totransact such other business as may properly come before the meeting, or any adjourn-
ment thereof.

(€3]

Stockholders of record as of the close of business on Wednesday, May 2, 1984, will be entitied to.
recexve notice of, and 1o vote at, the meeting notwithstanding any subsequent transfer of stock.

Your itention is directed to the accompanying proxy and proxy statement.

By Order of the Board of Directors
- John R Mohr,, Secretary

Dayton, Chio

May 81984

ARL STOCKHOLDERS ARE INVITED TO ATTEND THE MEETING IN.PERSON. EVEN IF YOU
¢ "DOEXPECT TO. BE: PRESENT AT THE MEETING, PLEASE FiLL IN,DATE, SIGN-AND . .
i PROMPTLY RETURN THE PROXY IN. THE ENCLOSED ENVELOPE, STOCKHOLDERS ARE

fURGFD TO SEND THEIR® PROXIES WITHOUT DELAY. - L




PONDEROSA, INC.
PROXY STATEMENT
ANNUAL MEETING OF STOCKHOLDERS
June 28, 1984

All shares represented by valid proxies received pursuant to this solicitation, and not revoked, will
be voted at the Annual Meeting. Where a specification is made on the ballot provided in the proxy,
such shares will be voted in accordance with that specification. In the absence of any specification
tc the contrary, the shares will be voted in favor of the proposais set forth in the accompanying
Notice of Meeting and for the nominees for Directors set forth below. A proxy may be revoked at
any time before it is exercised by notice to the Company in writing or in open meeting.

The Board of Directors has fixed the close of business on May 2, 1984 as the record date for the
determination of the Stockholders entitied to receive notice of, and 1o vote at, the Annual Meeting
or any adiournment thereof, notwithstanding any subsequent transfer of stock. The stock transfer
books of the Company will not be closed. The list of all Stockholders entitied to vote at the Annual
Meeting is kept by the Company's primary transfer agent, Bank One, Dayton, NA, Kettering Tower,
Drayton, Ohio. This proxy statement and accompanying proxy shall be mailed to the Stockholders
on or about May 8, 1984,

VOTING SECURITIES AND PRINCIPAL HOLDERS

The authorized capital stock of the Company consists of 25,000,000 shares of Common Stock,
$0.70 par value (*Common Stock™). On May 2, 1984, the record date for the Annual Meeting, there
were 8,091,861 shares of Common Stock outstanding {excluding 780,204 shares held in the
Company's treasury), and holders thereof are antitied to one vote for each share held upon the
record date. The presence of Stockholders, in person or by proxy, owning at least 4,045,931 shares
of Common Stock shall constitute a quorum for the meeting.

No change in control of the Company has taken place since the last Annual Meeting of the Company
an June 20, 1883.

Set forth in the table befow as of May 2, 1984 is information with respect t¢ Stockholders who
. ‘beneficially owned more than 5% of the Company's Common Stock and information as to the
- Common Stock of the Company owned by ail Officers and Directors as a group:

Amount and
Nature of
Name and Address Title ot Beneficial Percent
of Bereficiat Owner Class Ownership of Class
McKenzie, Walker
. Investment Management, Inc.
80 E. Sir Francis Drake Bivd. Common Stock
Larkspur, California 94939 $.10 par value 624,300(1) 7.7%
< All Officers and Directors Common Stock
. as a Group (36 in number) $.10 par value 240,625(2) 2.9%

(1} -Allshares are held with sole investment power only.

A2y This amount includes 161,878 shares covered by stock options which are currently exercisable. :
All gther shares are held:by such persons with sole voting and sole investment power:
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ELECTION OF DIRECTORS

The Company's Restated Certificate of Incorporation provides for a classified Board of Directors
divided into three classes of Directors, each class haiding office for a three year term. Pursuant to
the Consolidated By-Laws of the Company, the number of Directors has been fixed by the Board
of Directors at seven. There are now three Direciors whose term expires in 1984, two Directors
whose term expires in 1985, and two Directors whose term expires in 1986. The Board of Directors
propos s that the three nominees listed below be elected as Directors at the Annual Meeting in
1984. Each of the nominees is presently a member of the Board of Directors and was elected to
his present term of office at the Annual Meeting of Stockholders in 1981, with the exception of Mr.
Howard P. James who was appointed to the Board of Directors on December 9, 1983 to serve as
a Director until the Annual Meeting.

The Board of Directors proposes that the three nominees listed below be elected as Directors at the
Annual Meeting for a three year term expiring at the Annual Meeting in 1987. Unless a specification
i3 made to withhold a vote for any candidate, the erclosed proxy will be voted for the election of the
three nominges listed beiow for a term of three years and until their respective successors shall
have been duly qualified. If any nominee shall cease to be a candidate for election for any reason,
the proxy will be voted for a substitute nominee designated by the Board of Directors and for the
remaining nominee(s) so listed. The Board of Directors currently has no reason to believe that any
nominee will not remain a candidate for election as a Director or be unwilling to serve as a Director,
i elected.

The names of, and cenain information with respect to, the persons nominated for election as
Directors and the persons whose terms of office as Directors shall continue beyond the Annual
Meeting are set forth below. Except as otherwise indicated, no Director or nominee owns more than

onie percent of the Company's Common Stock.
Shares Which May
Be Considered

Nominees for Principal Occupation Year First  Beneficially Owned
Term Expiring and Five-Year Became a  Directly or Indirect!
i 1987 Employment History Age Director (As of May 2, 1984

Chairman of the Board of Directors 42 1968 135,778(1)
and President, Ponderosa, Inc (1)

Garald S, Ofice, Jr

Retired, Former Vice President 68 1975 1,200
—Materials Management, Eaton
Corporation (Manufacturer of
engineared products for capita
«ds, automotive, truck and con-
v raer markets), Cleveland, Ohio
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Mominees for
Term Expiring

Direciors whose
Term Expires
in 1985

g i

John F, Torley

Directors whose
Term Expires
_in 1986

John L Schastor

Principal Occupation
and Five-Year
Employment History

Chairman and Chief Executive
Officer, The Sheraton Corporation
(Hotels, inns and resorts woridwide),
Beston. Massachusetis (2}

Chairman of the Executive
Committee, 1979 to present
formerly Chairman of the Board
and Chief Executive Officer.
1967-1979, Amcast Industriat Corp.
(Manufacturer of cast metal
products), Dayton, Ohio (3)

Consultant 10 business; Chairman
of the Board of Directors, Sheldahl,
inc. {Manufacturer of flexibie
circuits), Northfield, Minnescta,
1980 to present; Former Chairman
of the Board of Directors,

The Stearns and Foster Company
(Manufacturer of home furnishings
and non-woven textiies),
Cincinnati. Ohio (4)

Chairman of the Board of Directors
and President, The Speciaity
Papers Company (Manufaciurer
of flexible packaging materials),
Dayton, Ohio (5)

72

68

Shares Which May
Be Considered

Year First Beneficially Owned

Became a  Directly or Indirecti

Director {As of May 2, 1984
1983 0
1971 2,100
1975 10,000
1971 2,080



Shares Which May
Be Considered

Directors whose Principal Occupation Year First Beneficially Owned
Term Expires and Five-Year Became a  Directiy or indirectly
__in 1986 Employment History Age Director {As of May 2, 1984)

President and Chief Executive 49 1975 150
Officer, Robbins & Myers, Inc.

{Fluids handling equipment,

electric motors and controls

and comfort conditioning

products) Dayton, Ohio (6)

{1} Mr. Office is a Director of Bank One, Dayton, NA, formerly Winters National Bank and Trpst Co.,
Dayton, Ohio, a subsidiary of Banc One Corporation, Columbus, Ohio. Bank One participates
to the extent of $8 million in the Company’s $60 million Revolving Credit Agreement with a group
oi banks which was approved on April 17, 1984. The agreement contains terms and conditions
competitive with and no iess favorable than those available from the banking industry generally
at the time of execution of the agreement. Mr. Office is also a Director of ChemlLawn Cor-
puration, Columbus, Ohio. Mr. Office’s beneficial ownership of the Company's shares, which
inciudes 85,047 shares subject to stock options currently exercisable, constitutes 1.7% of the
issued and outstanding shares of the Company.

Wr. James is a Direclor of The Sheraton Cerporation, The Shawmut Corporation and The

Shawmut Bank of Boston.

{3 Mr. Torley, a registered Professional Engineer, is a Director of Standard Register Company,
Amcast Industrial Corp., Monarch Machine Tool Company, Morris Bean & Company, and Van
Dyne-Crotty. inc.

(4} Mr. Brierley is a Director of Sheldahl, inc. and Transohio Financial Corp.

(&) Mr. Schaefer is a Director of The Specialty Papers Company. Shopsmith. Inc. and Gem
Savings, inc.

{8} My. Wallis a Director of Huffy Corporation, Bark One. Dayton, NA, and Robbins & Myers, inc.

The Company does not have a standing nominating committee of the Board of Directors. Nomi-
nations for Directors are considered by the full Board. Messrs. Schaefer, Brierley and Wall comprise
ihe Audit Commitiee of the Board of Directors.The Audit Committee regularly meets with the
Company's independent outside accountants, internal auditors and financial management execu-
uves of the Company. The Audit Committee reviews the scope and results of audits, as well as
recommendations made by the Company's aforementioned auditors, accountants and executives
with respect 1o internal and external accounting controls. During the last fiscal year, the Audit
Commuttee met three times.

{2

Messrs. Torley, Brierley, and Williams comprise the Executive Compensation Committee of the
Board of Directors. The Executive Compensation Committee reviews the compensation philosophy
and policy of the Company and administers the Company’s stock option plans. The Committee
determines the compensation of the Chief Execurive Officer and determines compensation and
beriefit tevels for alf elected officers so that the Company can retain and recruit highly qualified
employees. During the last fiscal year, the Executive Compensation Committee met two times.

 Buring the fiscal year ended February 23, 1984, the Board ot Directors met six times, including a
four-day planning meeting at fiscal year-end with participation by the principal officers of the
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Company. Each incumbent director attended no fewer than 75% of the aggregate number of
meetings of the Board of Directors and meetings of the committees thereof during the time such
person was a Director and/or member of any such committee.

EXECUTIVE COMPENSATION
The following table sets forth the remuneration paid during the fiscal year ended February 23, 1984
to the five most highly compensated Executive Officers of the Company whose total remuneration

exceeded 360,000, naming each such person; and all Executive Officers and Directors as a group
(35 in number):

CASH COMPENSATION TABLE
(A} (B) €}

Name of individuat Capacities in Cash
or Number in Group Which Served Compensation
Geralg S. Office, Jr. Chairman of the Board
of Directors and President $ 425,000
C. Stephen Lewis Executive Vice President $ 175,000
Donald R. Jackson Executive Vice President
and Chief Financial Cfficer $ 120,000
John W, Claveland Executive Vice President $ 112,000
Wichael K. Puiliam President, ESI Meats, Inc. $ 107,115
It Officers and Directors
as a Group (35 in Number) $2,824,337

Mr. Office has entered inio an employment agreement with the Company dated July 1, 1980, as
amended June, 1982 and most recently amended and clarified by agreement dated October 13,
1883, pursuant o which he shall continue as the chief executive officer of the Company until July
. 1,2001 ata salary in such amount as may be mutually agreed upon by Mr. Office and the Company

-from time 1o time, provided that his salary may not be reduced without his consent below the rate
then paid to him in the Company's immediately preceding fiscal year ($425,000 for the fiscal year
ended February 23, 1984). Upon his retirement on July 1, 2001, Mr. Office or his beneficiaries are
entitled to receive an annual pension (or & lesser actuarial equivalent if he elects) equal to 75% of
his average total reportable income (“Ponderosa Compensation”) for the highest compensated five.
- years of the last ten years preceding his retirement. Mr. Office will receive such annual pension for
e or for a period of years equal to the number of years he was employed by the Company at his
oretirement {presently fourteen years). In the event Mr. Office takes an early retirement, but no

=+« sooner than January 1, 1990, he shall be entitled to receive a pension equal to 50% of his

Fonderosa Compensation for the highest compensated five years of the last ten years preceding

. retirement which will be increased by 5% per year for each year or part of year of early retirement

after: 1890 until he receives his full pension. The agreement also provides disability and death
benefits generally based upon the retirement formula but reduced, subject to certain limitations,
‘if death or disability occurs prior to July 1, 2001.

The employment agreement also contains provisions which may require the Company immediately
~-+tofund an escrow. Funding is required if a “change in control” (as defined in the agreement) of the

- Company is threatened. In such event the Company must pay inic escrow a then actuarity deter-
mined amount sufficient to fund Mr. Office’s salary to normal retirement, based on his then current .
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compensation, as wel! as his retirement, disability and death benefits under the agreement. If after
a change in control of the Company is threatened, Mr. Office terminates empioyment with the
Company involuntarily after such date but betore a change in control occurs, he or his beneficiaries
shail be entitled {o benefit payments from the escrow. Otherwise his right to payment from the
escrow will arise if employment terminates for any reason after a change in control of the Company
occurs. or other conditions exist which trigger payment of the escrow.

In addition. under the employment agreement, Mr Office is subject to nan-competition restrictions
for a period of ten years following termination of empioyment or foitowing his last disability or
retirement benefit payment under the agreement. However, the non-ccmpetition restrictions shall
not apply f Mr.Office leaves the Company's employ involuntarily after a change in control (as
defined in the agreement) of the Company is threatened or if his employment with the Company is
terminated voluntarily or involuntarily after a change in control occurs.

Mr. Lewis, Mr. Jackson, Mr. Cleveland, Mr. Pulliam and two other executive officers of the Company
have entered into agreements which may require the Company to fund an escrow account. Funding
is reguired if a “change in control” (as defined in such agreements) of the Company is threa.ened.
in such event the Company is required immediately to pay into escrow an amount equal to the sum
of their then current annual rate of salary plus the banus, if any, awarded or to be awarded to them
for the most recent fiscal year. If after a change in contrel of the Company is threatened, their
employment terminates involuntarily for any reason other than disability, retirement on or after the
dae they reach normal retirement age. or death, they shall be entitied to benefit payments from the
escrow: altherwise, their right to payment from the escrow will arise if their employment is terminated
for any reason after a change in control of the Company occurs.

DIRECTORS FEES
The Company has a standard arrangement with its Directors for payment of a base annual amount

of $25.000 per year in thirteen equal installments to coincide with its accounting cycle. All Directors
also receive an additional $500 each quarter to cover expenses and $1,000 for each committee
meeting atfiended. Messrs. Schaefer and Torley receive an additionai $2,500 annually for serving
as Chairman of the Audit and Executive Compensstion Committees, respectively. The base annual
amount was increased effective February, 1984 to $27.500 per year. Mr. Office does not receive
any extra compensation for serving as Chairman of the Board of Directors. Directors who s¢ wish
may elect io defer payment of Directors” fees.

The Company has entered into consulting agreements with five of its non-employee Directors that
provide for continuation of consulting services to the Company after they no longer serve on the
Board of Directors otherwise than for termination for cause, if they have served at least seven fuil
yvears as a Director. The agreements provide for payment of an amount equivalent to the amount
of base Director fees for the last year of service as a Director, presently, $27,500 per year, if they
have served ten full years as a Director. A pro rata reduced amount is payable in the event the
Director has served seven full vears, with prior service credit, but less than ten years. In no event
is the ongoing compensation greater than 100% of the Director’s fees paid during the last year of
service. Payments commence upon retirement from active service on the Board and the later of (a)
ine Director reaching 60 years of age. or {b) retirement from active participation on the Board of
Directors after age 60. The payments once commenced, continue for the natural life of the Director.
Eachi Director agrees to continue to provide counsel and advice to the Company after active
participation on the Board at all reasonable times without further payment of fees other than~
expenses and must not engage in employment or other activities which compete with the Company.
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STOCK OPTIONS

The foliowing tabulation shows as to certain Exacutive Offiners and as to all Executive Officers as
& group {i).the amount of options-granted under the Company'’s stock option plans (Qualified Stock
Option Plan-and 1982 Stock Option Plan, as amended) during the period from February 23, 1979
to February 23, 1984, (i) the average per share exercise price thereof, (jii) the net value of shares
{market value less exercise price) realized upon the exercise of options during such period, (iv) the
number of shares sold during-such period by such persons, (excluding such persons who have not
purchased securities through the exercise of options during such period), (v) the amount of shares
subject to all unexercised options held as of February 23, 1984, and (vi) the potential (unrealized)
value of such outstanding options as of February 23, 1984 (market value less exercise price).

All Executive

Gerald S. C.S. Donald R. John W. Michael K. Officers
; Office, Jr. Lewis Jackson Cleveland Puiliam as a-Group
- Granted--2/23/79
10 2/23/84
Number of Shares 52,500 16,000 11,500 6,500 6,950 170,402
. Average per Share
Opt!on Price $ 1407 $ 125 $ 1216 $ 1225 S 11.41 $ 14.20
Exercised—2/23/79
1o 2/23/84

Net Value Realized

in'Shares (market

value less exercise

price) — $ 82,341 — $ 11625 $ 5550 $ 270107

Number of Shares
- Usold=—2/23:79 ‘
10:2/23/84 — — — — — 1,425
Unexercised on
2/23/84
‘Number-of Shares 90,000 17,902 11,500 8,000 6,500 192,859«
Potential (un- :
realized) Value
(market value
less exercise
i price} $585,938 3114083 $ 81,562  § 32,250 $ 49,187 -$1 019,545

" The tabulation reflects the restatement of shares. and optien price: per share for the 3-for-2. split
~..declared in December; 1982. No option which gualifies as'an incentive stock option (“1SO")-under.. -
: Section 422A of the Internal Revenue Code of 1954, as amended may be exercised until all1S0's

~held having a prior granting date have been exercised. Consequently, persons reporting potentiat

: “value may not be able'to realize this value in whole or.in.part:



Employees of the Company, as a group, were granted options covering 287,177 shares, not taking
into consideration lapses or terminations, during the period from February 23, 1979 to February 23,
1984.

On February 23, 1384, the closing price of the Company’s Common Stock on The New York Stack
Exchange was $19.25 per share.

PENSION PLANS

Under the Company's Pension Plans, which were effective March 1, 1977, annual benefits are
payable upon retirement to employees of the Company and its subsidiaries, including officers.
Eligibility requirements include that an empioyee shall have atiained the age of 25 years but shall
e less than 60 years of age at the time of hire, shall have compieted one year of service and shall
not be a member of a collective bargaining unit. The estimated amount of the Company’s con-
ribution to its Pension Plans, which were effective March 1, 1977, for or on behalf of the persons
named above and ali Executive Officers as a group, cannot readily be separately or individually
caiculated by the regular actuaries for the Pension Plans. At age 65 with 30 years of service, the
empioyee shail receive a benefit of 70% of the first $600 of average monthly compensation plus
407 of average monthly compensation in excess of $600 minus 100% of the participant's primary
social security benefit. Average monthly compensation is defined as the average of the participant’s

thiy compensation as determined for those five consecutive plan years of the last ten plan years
immediately preceding his retirement which yield the largest sum. A participant with less than thirty
years of service shaH have his benefite reduced proportionately. Early retirement with reduced
benefits is avaiiable at age 55 with at least ten years of service. Mr. Office has fourteen years of
credited service, Mr. Lewis has nine years of credited service, Mr. Jackson has three years of
crecited service. and Mr. Cleveland and Mr. Pulliam each have five years of credited service under
the Pension Plans.

men

The following tabulation shows estimated annual retirement benefits payable to employees under
the Pensicn Plans:

Y. ars of Service

Annual Compensation _1 20 80
$100,000 $11,241 $22.482 $33.724
200.000 24574 49,149 73,724
300.000 37,908 75,816 90.000
400.000 51,241 90,000 90,000
500,000 64,575 90,000 $0.000

Al benefits are computed under the Sccial Security law for employees retiring in the first half of
1984, assuming an employee of age 65, and assuming that annual compensation represents the
ae :«f the five highest annual compensation figures in the last ten years. The amounts in 1he

ué,ed by the internat Revenue Code of 1954, as amended. This limit is sub)ect o acost
adjustment beginning in 1986,



EMPLOYEE STOCK OWNERSHIP PLAN

Eftective for the fiscal year ended Fetruary 23, 1978 and thereafter, the Company and its sub-
sidignies adopted the Employee Stock Ownershiz Plan for eligible employees who have attained the
age of 25, have completed a specified term of service, and who are not members of a collective
bargaining unit. To take advantage of changes in federal tax laws created by the Economic
Recovery Tax Act of 1981, the Company amended the Employee Stock Ownership Plan, effective
January 1. 1983, 10 provide for a new contribution formula based upon a percentage of compen-
sation of participants in the plan. Subject to cenain limitations, the Company and its subsidiaries
make an annual coniribution for each fiscal year of the Company equal 1o 0.5% of participants’
2agregale compensation during such fiscal year of the Company. Allocation of this contribution, less
expenser paid by the Employee Stock Ownership Plan, is made to participants in accordance
the ratio that their respective annual compensation {up to a maximum of $100,000) bears to
e aggregale annual padicipating compensation of all employees included in such plan during that
caiendar year. Contributions by the Company may. at its option. be in cash or shares of Common
Stock of the Company, or a combination theresf. Cash contributions by the Company are to be
invested in the Company’s Common Stock purchased on the open market, in private transactions
or ctly from the Company at the then-current market price. Each dollar contributed to the
vee Stock Ownership Plan by the Compary, in the form of cash or common stock, reduces
income taxes payable by the Company 1 the same amount.

centributions to this Plan by the Company mmediately and fully vest with each participant. In
amn fimited circumstances, which involve the recapture or redetermination of investment tax
taken in prior years, contributions in currant years may be adjusted. A participant may not
draw any of the funds or Common Stock of the Company held for him pursuant to the Employee
Stock Ownership Plan until such participant cezses to be employed by the Company by reason of
relirement, death, disability or other termination c employment, or until such shares have been held
y such Plan for more than 84 months. As of December 31, 1983, Mr. Office and Mr. Lewis each
ad 508 shares of Common Stock aliocated to their respective aceuunts and Mr. Cleveland and Mr.
Puliam each had 185 shares of Common Stack allocated to their respective accounts under this
Plan.

W

PONDEROSA, INC. EMPLOYEE THRIFT AND SAVINGS PLAN

o3

2 Pongerosa. Inc. Employee Thrift and Sawings Plan (the “Thrift Plan”) was approved by the
Board of Directors on September 13, 1982 and became effective as of January 1, 1983 along with
the Ponderosa, inc. Employee Thrift and Savings Trust {the “Trust’). The Thrift Plan was approved
by the Company’s Stockholders at the 1983 Annual Meeting. An amendment and restatement of
the Trrift Plan was approved by the Board of Directors on December 9, 1983, which amendment
anc restatement became effective April 1. 1984. The purpose of the Thrift Plan is to encourage
25 ¥Ees 10 save on a regular basis and to provide them with an enhanced opportunity to become
ocknoiders of the Company and thereby 1o secure for the Company the incentive inherent in
2mployes stock ownership.

(a5

1

Fhe Thnft Plan is a profit sharing plan intended ‘o be qualified under Section 401(a) of the Internal
Revenue Code and contains cash or deferred salary reduction arrangements intended to be
¥l ed under Section 401(k} of the Internal Revenue Code of 1964, as amended.

g



Participation in the Thrift Plan is available to all employees of the Company meeling certain eligibility

requiremants based on age (25 years of age) and {ength of service (one year) and is subject to alf
terms. conditions and restrictions set forth in the Thrift Plan. As of September 30, 1983, approxi-
matey 2,700 employees were eligible to participate in the Thrift Plan.

The Thrift Pian is funded by allocations from participating employees, by contributions from the
Company and by such net earnings as are obtained from the investment of the assets in the Thrift
Plan. Subject to certain limitations on maximum allocations. a participating employee may de sig-
nate rom 1% to 10% of his annual compensation before taxes to be aliocated to the Thrift Sian,
Under certain conditions, a participating employee may contribute an additional amount equal to
from 1% 10 6% of his annual compensation.

The internal Revenue Service requires savings pians which permit employees to obtain tax advan-
tages (such as the Thrift Plan) to meet a compiex test assuring a fair mix of contributions with
respect to participating employees at all earnings tevels. in certain instances, it may be necessary
o hmit the allocations made with respect to higher compensated employees under this Plan.
Emplayee allocations may be invested in a guaranteed income fund, Common Stock of the Com-
pany. a diversified equity fund, a money market fund, or life insurance, at the option of the par-
tcipating employes.

The Company. subject to the limitations of the Thrift Plan and to the extent of net income during the
tiscal year 10 which a contribution relates. pays inio the Thrift Plan on an annual basis on behalf of
2ach eligibie participating empioyee a contribution equal to 50% of the employee’s allocation up to
a maximum of 2% of the employee’s annual compensation. The Company in its sole discretion may
make additional matching contributions cutiined i the Thrift Plan. Company contributions may, at
the option of the Company, be made in cash or in shares of Common Stock, or a combination
thereol. The Company's contributions wil in no avent exceed the amount deductible for federal
income 1ax purposes.

Employee aliocations are fully vested at ail imes and never subject to forfeiture. The Company’s
contributions to a participating employee’s account vest as follows: less than 3 years of service —
0% atieast 3 ycafs but less than 5 years — 50%: five or more years — 100%. There are service
redits for all service to the Company for all catendar years commencing after 1974. A total of
175,000 shares of Company Stock is available to fund the Thrift Plan. AmeriTrust Company
National Association (the “Trustee”) serves as trustee of the Trust. All investments are held in the
rame of the Trustee or its nominees as provided in the trust agreement and the Trustee has the
scie responsibility o perform custodial duties of the funds invested in the Trust.

The Company has the responsibility for the administration of the Thrift Plan. The Company reserves
the right 1o make any amendment to the Thrift Plan which does not cause the funds invewed in the
Trust {0 be used for, or divested to, any purpose other than the exclusive benefit of participating
employess or their beneficiaries.

T

AS of December 31. 1883, pursuant to Company contributions to their respective accounts under
he Thrift Plan. Mr. Office had received 397 shares of Common Stock, Mr. Lewis had received 185
nares of Common Stock. Mr. Jackson had received 169 shares of Common Stock, Mr. Cleveland
had received 158 shares of the Common Stock, and Mr. Pulliam had received 101 shares of
Common Stock.

U 5y
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AMENDMENT TO RESTATED CERTIFICATE OF INCORPORATION
AUTHORIZING PREFERRED STOCK

The Boad of Directors unanimously recommends that the Company's Restated Certificate of
incorporation be amended to authorize 25.000.000 shares of preferred stock, with no par value
{"Preferred Stock™). The terms and conditions of such Preferred Stock would be determined by the
Board of Directors at the time of issuance. These terms and conditions could include designation
of different series, price and dividend rates and designation as cumulative and-or participating with
regpect to dividends, redemption provisions, sinking fund requirements, voting rights. pre-emptive
d liquidation preference. The specific terms of any series of Preferred Stock will depend
primarily on market conditions and other facters existing at the time of issuance. The Board of
Lrrgctors does notintend to issue any Preferrec Stock except on terms which the Board of Directors
deems 10 be in the bast interests of the Compzny and its Stackholders.

# opporunities arise that would make desirabie the issuance of Preferred Stock either through
pubiic offerings or private placement. the proposad amendment would avoid the possible delay and
sxpense of a Stockholders meeting, except as may be required by law or regulatory autherities or
ursuant 1o the rules of The New York Stock Exchange or any other stock exchange on which the
¥'s Securities may be listed. The Board of Directors has no present plan or commitment for

possibie future financings and acquisitions ang :n meeting other corporate needs which may arise.

Amendment to the Restated Certificate of incorporation is adopted, the Board of Directors will.
further action by the Stockholders. be empowered to authorize the issuance, in series, of
up e & total of 25,000,000 shares of Preferred Stock at such times. to such persons and for such
censdderation as it may deem desirable.

issuance of the Preferred Stock could result in ne or more classes of securities outstanding that
wiit have certain preferences with respect to dividends and in liguidation over the Common Stock:
the dilution of the voting rights. net income per share and net book value of the Common Stock;
iminution or depletion of the assets available for payment or distribution to holders of

Stock in the event of liquidation, dissciution or winding up of the Company. Issuance of
tionai Common Stock, directly or pursuant {1 conversion rights granted to Preferred Stock, may
250 result in dilution of the voting rights. net :ncome per share and net book value of the then

standing Common Stock.

ed Stock might be used for acquiring the business. assets, real estate and operating rights
isinesses that may be acquired by the Comopany. Also. in the event of a hostile attempt to take
the Company. it might be possible for the Board of Directors to issue Preferred Stock with righis
preferences which could impede the compietion of such takeover. For exampie, it might be
sessibie for the Board of Directors to issue 2 non-hostile party a series of Preferred Stock, the

vorable vote of which would be necessary 1o approve any merger, sale of assets or other
srdinary corporate transaction involving the hostile bidder or similar parties. Such possibilities
nake the Company a less attractive takeover candidate and may deter takeover attempts not
ved by the Board of Directors in which holders of Common Stock might receive a substantial
urm abiove market value for some or all of their shares. At the same time. such possibilities may
nable ine Board of Directors to negotiate more favorable terms for the benefit of Stockholders:

1
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The Company does not believe that the Restated Certificate of Incorporation or By-Laws presently
contain any provisions adopted principally as anu-takeover devices. However, certain provisions
may be considered 10 have an ant-takeover effect under certain conditions. Since 1975, the
Company has staggered the terms of office of its directors so that approximately one-third of the
directors are elected each year to serve for three year terms, in order to maintain continuity of
management. This method of electing directors might be deemed 1o have an anti-takeover effect.
In addition. the Restated Certificate of Incorporation provides that if any person is, or within the
preceding twelve months has been, the beneficial owner of 5% or more of the outstanding voting
securities of the Company. the affirmative vote of the holders of at least 75% of the outstanding
voting securities of the Company is required in order to approve (a) a merger or consolidation with
or into said 5% stockholder, (b) the sale of all or substantially ali of the assets ¢f the Company 1o
said 5% stockhoider. or (¢) the issuance or transfer of voting securities of the Company as part of
an exchange or acquisition of the securities or assets of said 5% stockholder. However, the
foregoing provision woulid not be applicable if the proposed transaction was approved by a majority
of the Board of Directors of the Company, and a maiority of those Directors voting for such approval
were elected and acting Directors of the Company prior to the time that such person became the
holder of 5% or more of the Company's outstanding voting securities. The Restated Certificate of
incorporation alsc states that the foregoing provisions may be amended only by the affirmative vote
of 75% of the outsianding voting securities of the Company. The Board of Direclors has also
adopted amendments to the Company's Stock option plans granting stock appreciation rights
exercisable upon a “change in control” of the Company, as described on pages 14 and 15 hereof,
which may be viewed as having an anti-takeover effect. Finally. as described on pages 5and 6, the
Gompany has entered into employment agreements with certain key executive officers which
require funding of escrow accounts and salary continuation under certain circumstances refating to
actual or threatened “change of control” of the Company, which may also have an anti-takeover
effect.

Whiie the Company may from time to time cons.der proposals which may under certain circum-
stances be deemed ‘o have anti-takeover implications, the Company has no present intention to
adept any acditional proposals or to submit any additional proposals for consideration by
Stockholders.

The Board of Directors has no knowledge of any present efforts by any person to obtain control of
the Company or to efiect large accumulations of its stock. As of May 2. 1984, Directors and Officers
of the Company beneficially owned 2.9% of the Common Stock of the Company.

Approval of this Amendment ic the Restated Certificate of Incorporation requires the affirmative
vote of a majority of shares represented at a meeting at which a quorum is present.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR" THIS PROPOSED AMENDMENT
TO THE RESTATED CERTIFICATE OF INCORPORATION. IF A CHOICE 1S SPECIFIED BY THE
STOCKHOLDER IN THE PROXY, THE SHARES WILL BE VOTED AS SPECIFIED. IF NO SPEC-
IFICATION 1S MADE, THE SHARES WiLL BE VOTED "FOR” THE PROPOSED AMENDMENT TO
THE RESTATED CERTIFICATE OF INCORPORATION.



AMENDMENTS TO QUALIFIED STOCK OPTION PLAN AMD 1882 STOCK OPTION PLAN
Qualified Stock Option Plan
1. General

The Board of Directors and Stockholders approvaed adoption of the Qualified Stock Option Plan on
June 18, 1972 ("Qualified Pian’). A total of 300.000 shares of the Company's authorized but
unissied Comrmon Stock was reserved for issuance. The Qualified Plan provides for granting of
aptians 1o purchase shares of the Company’'s Common Stock to eligible employees of the Company
and its subsidiaries. Al options granted under the Qualified Plan are authorized by the Board of
Diractors and are evidenced by stock option agreements. These options wers designed to be
quatiied stock options under Section 422 of the Internal Revenue Code of 1954, as amended.
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purpose of the Qualified Pian is to encourage ownership of the ".ompany’s Common Stock by
ertain Officers and key employees of the Company and to serve as an inducement in attracting
ualified personnel to enter into the employment of the Company. As of March 2, 1984, there were
42 employees of the Company participating in the Qualified Plan. Although the Qualified Plan
expired on June 18. 1882, outstanding options continue to be subject to the terms and conditions
of the Qualified Plan as amended. The Qualifiec Plan is administered by a committee of the Board
Directors.
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The Qualfied Plan provides that the exercise price per share of Common Stock under stock options
subject to the Quaiified Plan shall be not less than 100% of the fair market vaiue of the Common
Stock on the date each such option was granted. A proportionate adjustment in the exercise price
per share will be made to reflect any pro rata increase or decrease in the number of shares of
{ won Stock of the Company subject to an cption.

2 Qualified Plan provides that options granted thereunder would expire not later than five years
> the date of grant. On April 20, 1982, the Board of Directors of the Company extended the term
all non-incentive stock options outstanding urder the Qualified Plan for an additional five years
from the date of expiration. On March 1, 1980, the Board of Directors granted all optionees the right
i accelerate their exercise rights sc that all or any part of an option granted under the Qualified Plan
@y be exercised immediately thereafier.

2. Payment of Exercise Price of Options in Common Stock

The Boeard of Directors has adopted as of Aprii 17, 1984. and recommends for Stockholder ap-
i, an amendment 1o the Company's Quaiified Stock Opticn Plan to ailow payment by an
onge exercising non-incentive stock options using Common Stock. as well as cash. This mod-

ng stock oplion pians. since the Company’s 1982 Stock Option Plan perraits payment of an
ion granted thereunder in cash, Common Stock, or a combination thereof. Furthermore. this
ment would permit optionees greater flexibility with respect to option exercises because such
ionees could avoid disposition ¢f assets which might otherwise be necessary !0 raise the cash
red lo pay the exercise price, and may thereby defer recognition of tax on any such dispositions
ordance with the Internal Revenue Code of 1954, as amended. and regulations promulgated
ereunder. From the Company's perspective, the same amount of value will be received upon
aroise of an option # this payment method is utilized since the expected operating cash inflow.
from the exercise of stock options is immaterial.

13



3. Stock Appreciation Rights

The Board of Direcrors has adopted as of Aprit 17, 1984, and recommends for Stockholder ap-
proval, an amendment o the Qualfied Plan under which each present holder of a rnon-incentive
stock option will receive a stock appreciation right {"SAR”) with respect to each non-incentive stock
on held. Each SAR will be granted in tandem with each non-incentive stock option so that the
sxercise of the SAR will terminate the hoider's rights under the non-incentive stock option. and the
exgrcise of the non-incentive stock option wil terminate the holder's rights under the SAR. Each
SAR wili become exercisable at the time of a “change in control” of the Company. A “change in
wouid occur when {1} any person acquired in excess of forty-nine percent (49%) of the
angding voling stock of the Company, i} the Stockhoiders approve a merger, consolidation. or
r combiration mvolving the Company whereby more than forty-nine percent (49%) of the voting
of the surviving corporation is held by former stockholders of the constituent corporation other
gcmpan\,n or {iii} two or more persons not rominated in proxy statements forwarded by the
of Directors to stocknolders during any period of 24 months, and nominated by other than
rd of Directors, are elected by the Stockholders. Upon exercise of a SAR, the holder will be
ited 1o 2 cash payment from the Company equal to the excess of (i) the fair market value of the
10n Stock at the date of exercise over (i) the related non-incentive stock option exercise price,
the fair market value of the Common Stock at the date of the grant of the related non-incentive
ion. A holder may elect to exercise a portion of a non-incentive stock option or SAR in
case the proportionate rights of the holder under the non-incentive stock option or SAR,
vew are reduced. An exercise c¢f a portion of an SAR entitles the holder thereof to the
onate amount of the appreciation in the Common Stock described above.

i
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he grant of the tandem non-incentive stock option SAR will not result in income to & participant or

deduction to the Company. The tax consequences of an exercise of the non-incentive stock option
uncer the non-incentive stock option'SAR will be treated the same as the exercise of a non-
nitve stock option under circumstances wherg there is not a tandem SAR. The exercise of an

SAR will result in ordinary income to the holder in an amount equal to the cash to which the
parti Dam is entitied and the Company is allowed a deduction in an equivalent amount. The
payment of cash by the Company 1o a holder of a SAR pursuant to the exercise of the SAR by such
hoide

resuits in a charge against the Company's earnings for financial accounting purposes.

1982 Stack Option Pian
1. General

of Directors and Stockholders approved adoption of the 1982 Stock Option Plan on June
982 Plan”). The 1982 Pian has a ten-year duration and is administered by a committee
-ard of Directors composed entirelv of Directors who are not eligible to participate in the
no Under the 1982 Plan. certain options granted thereunder as well as certain options
funder the Qualified Plan constitute “incentive stock aptions” {IS0's) under Section 4224 of

e oplion is granted; per year per optionee, with limited carryover to subsequent years.
Had options may also be granted under the 1982 Plan.
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Under the 1982 Plan, ISO's are granted at not fess than 100% of the fair market value of the
Cempany’s Common Stock on the date of the grant. Non-incentive stack options may be granted
at such price as the administrative committee determings in its discretion.

Under the 1882 Plan, no ISO is exercisable in whole or in part prior to twelve months after it is
granted and the optionee must have been empioyed by the Company for at least two years. After
the initial twelve-month period, and subject to the period of employment requirements, |SO's will
become cumulatively exercisable in three successive annual installments, each instaliment com-
prising 33%% of the total number of shares subject to the oplion. No ISO may be exercised until
all 1ISO's with a prior granting date have been exercised, Payment by the optionee upon exercise
of an option may be maae using Comman Stock, as well as cash. Proceeds of the exercise of
options under the 1982 Pian will constitute general corporate funds.

ptions will have a maximum duration of ten vears. Notwithstanding restrictions on exercise, the
Board of Girectors. by an amendment to the 1982 Plan adopted April 17, 1984, provided that
exarcise rights may be accelerated on “change of control” of the Company as defined on page 14
above. :

2. Authorization of Additional Shares

The Board of Directors recommends that an additional 350.000 shares of authorized Common
Kk be reserved for issuance under the 1982 Stock Option Plan (1982 Plan™). Under the 1982
ian as previously approved by the Stockholcers of the Company at the 1982 Annual Meeting.
260 shares of Common Stock, including 185,800 shares subject to options outstanding at June
1982 under the Qualified Plan. were reserved for issuance (such numbers adjusted to reflect

2 stock split in December. 1982). A totai of 61,223 shares of Common Stack is presently
bie for grant under the 1982 Plan. If approved by the Stockholders, 350,000 additional shares
uthornized Common Stock will be reserved for issuance under the 1982 Plan, making 411.223
shares available for new grants as of June 28. 1984.

VW

3. Stock Appreciation Rights

The Boarg of Directors has adopted as of Aprit 17, 1984, and recommends 1o the Stockholders for
‘al. an amendment 1o the 1982 Plan under which participants will receive a stock appreciation
andem with each future grant of an 1SC and with respect to all non-incentive stock options
enever granted. The SAR will become exercisable upon a “change in control” of the Company

lefined on page 14 hereof. At such time, the holder of an outstanding tandem ISO'SAR or
son-incentive siock option/SAR will be entitled 1o elect to exercise the SAR or the respective option.
nolder ejects to exercise the option. ther the hoider's rights under the respective SAR are
terminated. if the holder elects 1o exercise the SAR. then the holder's rights under the respective
' are lerminated. The election to exercise an SAR entitles the holder to receive from the
ny & cash payment equat o 1he excess of (i) the fair market value of the Common Stock on
te of exercise over (i) the reiated option exercise price, i.e., the fair market value of the
mon Stock on the date the respective option was granted. A holder may elect to exercise a
1.0 an option or the respective SAR in which case the proportionate rights of the holder under
F or option. respectively, arg terminated. An exercise of a portion of an SAR entitles the
thereof 1o the proportionate amount of the appreciation in the Common Stock as described
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The grant-of the tandem ISO'SAR or non-incentive stock option SAR will not result in income to a
paricipant or a deduction to the Company. The tax consequences of an exercise of the option
portion of an 1SQ:SAR ar non-incentive stock option’SAR will be treated the same as the exercise
of an 180 or non-incentive stock option, respectively, under circumstances where there is not a
tandem SAR. The exercise of an SAR will result in ordinary income to the holider in an amount equal
e the cash to which the participant is entitled and the Company is allowed a deduction in an
equivalent amount. The payment of cash by the Company to a hoider of an SAR pursuant to the
exercise of the SAR by such holder results in a charge against the Company's earnings for financial
accounting purposes.

Approval of these amendments to the Qualifiec Stock Option Plan and 1982 Stock Option Plan
requires the affirmative vote of a majority of shares represented at a meeting at which a quorum is
present.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR” THESE PROPQSED AMEND:

MENTS TC THE QUALIFIED STOCK OPTION PLAN AND 1982 STOCK OPTION PLAN. IF A
CHOIGE 1S SPECIFIED BY THE STOCKHOLDER IN THE PROXY. THE SHARES WILL BE
VOTED AS SPECIFIED. iF NO SPECIFICATION {S MADE, THE SHARES WILL BE VOTED “FOR”
THE PROPOSED AMENDMENTS TO THE QUALIFIED STOCK OPTION PLAN AND 1982
STOCK OPTION PLAN.

APPOINTMENT OF INDEPENDENT ACCOUNTANTS

oard of Directors and the Audit Committee have approved and recommended that the firm of
e Pa;kms & Sells be appointed as independent accountants of the Company for fiscal year

5. The firm of Deloitte Haskins & Sells has served as the Company's independent accountants

‘a" year 1983. The Company has been advised by Deloitte Haskins & Selis that the firm
have an ydsrect financial ;ntmest orany matenal mdlrect fin ~nc:a! interest, inthe Company :

y Or any of ts subs:dmr.es in the capacity of promoter, underwriter, voting trustee; -
Hicer or employee.

Representatvas of Deloitte Haskins & Sells are expected to be present at the Annual Meeting with -
the apport s to make a statement if they so desire. Such representatives are also expected to
be availabie ‘0 respond to questions at the Annual Meeting.

FINANCIAL INFORMATION

[ The discussion and analysis of financial condition and results of operations.set forth on pages 18 .-
thraugh 21 of the Company's Annuai Report to Stockholders for the year ended February 23,1984,
tre financialinformation set forth on page 22 and pages 24 through 37 of the Company's Annuat
10 Stockholders for the year ended February 23, 1984 are incorporated herein by reference,
The Company's Annual Report 1o Stockholders for the year ended February 23, 19884:is.being. senz

1 Stepkhoiders prior1o:0r-si imultaneously with the maifing of this Proxy Statement.
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STOCKHOLDER PROPOSALS

« presenied at the 1985 Annual Meeting must be received
meiusion in the Company’s proxy statement and form of

As of the date of this proxy statement. e Company has no knowledge of any business which will
nted for consideration at the Annual Meeting other than the issues described above.
Shouid any other matter properly come tefore the meeting. it is the intention of the persons named
atcompanying proxy to vote such proxy in accordance with their best judgment.

SOLICITATION OF PROXIES

ng and mailing the proxy and other material used in the
soiiciiation of proxies will be paid by the Company. In addition to the solicitation of proxies by mail,
arrangements may be made with brokerage houses and other custodians, nominees and fiduciaries
o send pr X ma erials 1o their princicais. and the Company will reimburse them for their reason-
at ckel expenses in so dong. To the extent deemed desirable in order o ensure
resentation. officers and regular employees of the Company may request the return of
i atly. by telephone or telegram. The Company has alsc engaged Morrow & Co., Inc.
juct ihe solicitation of proxies. The cost of such service will be approximately $7.500. and the
ny will resmburse Morrow & Cao.. inc. for its out-of- -pocket expenses incurred in connection
. The exient 10 which this wilf e necessary depends entirely on how promgptly proxies are
i Stockhoiders are urged to send their proxies without deiay.

The entire expense of preparing, assemol
f o1

CTrder of the Board of Directors
7. Mehr. Secretary

PONDEROSA, INC.
P. 0. Box 578

Dayton, Ohio 45401
Telephone: (513) 890-6400



