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DATAPOINT CGDRPORATION

: 8119 Datapomt Drive '
San Antome, Texas 78229
(512) 6‘?9-7000 :

“"Dear Stockholder

a | You re_ co dlally;umtcd to the Annual Meenng of Stockholders of Datapomt Corporanon to be held o
',;"on November 2 ' 6‘, \nyx_; the Wyndham and Colonnade Ballrooms of the Wyndham Hotel 9821\_«‘11 ,

_y—out proposal mmated by a group !ed by thef
dby the Board of Du‘ectors on Novernbeer_ 1985 P



DATAPOINT CORPORAT!ON

- 8119 Datapomt Drive
. San Antonio; Texas 78229
o (512) 699-7000 -

NOTICE OF ANNUAL MEE'?[‘ING OF STOCKHOLDERS
- : TO BE HELD NO‘VEMBER 25 1986 o

ol §.-_"To THE STOCKHOLDERS

‘ NOTXCE IS HEREBY GIVEN that the Annual Meenng of Stockhoiders of Datapomt Corporation, a
Delaware corporation (“Datapomt”) will be held’ on November 25, 1986, at. the Wyndham Hotel 9821‘

3 'Co]onnade, San Antomo, Texas, at 1:00 p.m,, “local nme for the fo]lowmg purposes.

i hablhty of directors.

( 1 } To elect eight directors of Datapomt to serve. unni the next Annual Meenng of Stockholders‘
and unnl their SUCCESSOTS are elected and quahﬁed : = '

(2) To consuier and vote upon the 1986 Employee Stock Optmn Plan

: (3) To consxder and vote upon the 1985 D;rector Stock Opuon Plan and the grant of an opnon i
T to purcnase 50, 000 shares of Datapomt Common Stock to Asher B Edeiman

Ak (4) To consider and vote upon a proposal to ‘amend the Cemﬁcate of Incorporat:on to auzhonze e
oo an addmonal 8, 000, 000 shares. of Preferred Stock. . : '

(5) To consxder and vote‘\L pon a proposai 1!0 amend the Cemﬁcate of Inoorporanon to lll‘ml the .

(6) To conmder and vote upon proposed mdemmﬁcatxon agreemenzs thh dlrectors

s (1 To. raufy the appomtmem of Arthur Young & Company, cemﬁed pubhc accountants as_, '
oip ;,Datapomt s audltors for the fiscal year endmg August 1, 1987. - :

(8) To transact such other busmess as properly may come. before the Annual Meetmg ob any '
'-adjournment thereof ER ‘ 1

Pursuani to: the By-laws of Datapomt and act;on taken by the Board of Difectors ‘of Datapomt

4’ October 10, 1986 has been ﬁxed as the record date for the determmatmn of the stockholders enmled o i
a ] nouce of and to vme at the AnnuaI Meetxno and any adjoummem thereof. : :

Whether or not you plan to attend the Annual Meenng, please oomplete, date and sngn ‘the enclosed

. proxy -and return it promptly to Datapomt m the return envelope enclosed for your use; which'requires no

: postage if mailed i in the United States. You' may revoke your proxy at any time before it is voted by filing
. with the Secretary of Datapomt a wntten revocauon ora proxy bearmg a later date or by attendmg and: -

o voung at the Annual Meeung

You are cordlally mvxted to attend

By Order of the Board of Direefors, o

-~ ROSS LAUGHEAD
“Secretary

. San Antonio, Texas

" October 20, 1986



PROXY STATEMENT |

DATAPOINT CORPORATION

8119 Dbatepo_int Drive ‘
San Antonio, Texas 78229
' (512) €99-7000

ANNUAL MEETING OF STOCKHOLDERb
‘ To Be Held ‘Vovember zs 1986

iNTRODUCT ION

k This Proxy Statement 15 bemg furnished to holders of ‘'shares of the Common Stock of Datapoint”
,Corporauort, a. Delaware oorporatton (“Datapomt ), in connection with ‘the solicitation of proxies by
the Board of Directors of Datapoint for use:at the Annual Meeting of Stockholders to be held on
November 25, 1986, .in the Wyndham and Colonnade Ballrooms of the Wyndham Hotel, 9821 Colonnade,

' San Antonio, Teras, at '1:00 p.m., local ime, and at any adjoumment thereof. - This Proxy Statement the -

enclosed Notice, and the enciosed form of Proxy are ﬁrst bemg maﬂed to stockholders of Datapomt on ori o

" about October 15, 1986.

On October IO 2986 (the “Record Date”) the issued and outstandmg caprtal stock of Datapomt
oonsrsted of 17 806,807 shares of Common Stock, par valué §. 25 per share (excluding 2, 928 400 shares,
heid in the treasury of Datapomt) held by approxrrnately 4,644 holders of record. :

The accompanymg proxy ls soltcrted or behalf of the Board of Dtrectors of Datapomt

VOTING RIGHTS AND PRO)LY INFORMATION :

: The Board has ﬁxed the close of busmess on October 10, 1986 as the Record Date for the"' ‘
,determmauon of: stockholders entttled 10 notice. ‘of and to vote at the Annual- Meeting. Each hold_er of

.. Datapoint. Common Stock on the Reoord Date is ent.tled to cast one vote per share. '
The aﬂ‘irmatrve vote. of a majonty of the ehares of Datapomt Common Stock represemed at’ the A

"Annual Meetmg is reqmred to elect any per:on ‘a dtrector of Datapomt to approve the 1986 Employee

" ‘Stock Option’ Plan the 1985 Drrector Stock Optton ‘Plan and the grant of an option to purchase 50, 000.

. sharesof Datapomt Common Stock to. Asher B. Edelman, 10 approve the mdemmﬁcanon agreements. with:

© " directors, -and to ratfy the appomtment of auditors. - The affirmative vote of the majority of the

" outstanding shares: of" Datapomt Common Stock is requrred to approve amendments to the Certificate of
i :‘Incorporatton authonzmg addtttonal Preferred Stock. and lrmmng the liability of dtrectors

. All shares of Datapomt Common Stock represented at the Annual Meettng by properly executed

£ proxtes received prior to or.at the Annual Meetmg, and not revoked, will be voted at the Annual Meeting *

_ in accordance with the instructions thereon.  If no’ tnstructtons are indicated, proxies wiil be voted for the.

.election of ‘the nomtnees to the Board as set forth in this Proxy Statement and in favor of the other
.proposals referred to in the precedtng paragraph Datapomt does not know of any matters, other than as
‘described in the Notice of Annual Meetmg, which are to come before the Annual Meeting. If any other ‘

matters are properly presented at the Annual Meettng for actton the persons named in the enclosed form

“of proxy and. acth.g thereunder wzll have the dtscretton to vote on such matters in accordanee wrth thcxr_” '

. best Jjudgment..

A proxy. grven pursuant to thts sohcrtatton may be revoked at any time: before it is voted. Promes may S

 be revoked (1) by ﬁltng with the. Secretary of Datapomt at or before the Annual Meettng @ written notice

« of revocatton bearing a later date than the proxy, (ii) by duly executing a subsequent proxy relating to the
" same shares and delivering it to the Secretary of Datapoint 4t or before the Armual Meeting or (m) by
 attending the Annual Meeting. and ‘voting in person (although atiendance at the Annual Meeting will not
_inand of itself constitute revocation of a proxy). Any written notice revokmg a proxy should be delivered:
to Mr. Ross Laughead Secretary, Datapomt Corporanon 8119 Datapomt Drive, San Antomo Texas
78229 '



ELECTION OF DIRECTORS

At 1he Annual Meetmg, elght dlrectors, eonsntutmg the entire Board of D1rectors of Datapoint; are to -

. be elected i¢ hold office until the next Annval Meeting and until their respective successors are elected and
- qualified. Th-. affirmative vote ofa majority of the shares of all voting stock represemed at the Annual

-Meenng is. requned w0 elect any per%on as a dlrec&or of Datapoint. - ‘ , b

R Although the Board of Directors does not contemplate that any of the nommees for dxrector named =

-~ herein will be unavaxla"-le for elecnon in the event of a vacancy in the slate of nominees, it ‘currently is

T _xntended that the proxy wnl be voted for the elecuon of a nominee: who wﬂl be selected by the Board of 1
L Directors ofDa'tapomf ' el : o :

The nommees for elecuon as: drrectors are as follows :

& DORIS D BENCSIK age 55 is: Execuuve Vlce Presrdent and Chref Operatmg 0ﬂicer of Darapom. :
S, Mrs. Benc51k Jorned Datapomt in 1982 as’ V1ce Presrdent -Enginezring, became Vice. President- -Operations -
e ;;m August l98f‘4 and Senior Vice Presiden 1 Operatrons in January 1985 -She: became Executive Vice. i

- Systems Dmsxon from 1980:t0 1982 She Isa membef of the Execunve Commmee

LA :Company, broker—dealer General Parmer since’ Jr v 1984 of Asco’ Partners, the sole general partner of .
. Arbltrage Securmes Company, and General Par

. Securities: Company, broker-dealer.: Mr. Edelma n.. :tor, CEairman of the Board and Chalrman of the.

' Executive Committee of Intelog

“domestic customer service subsidi

i ;.i-f,;Scrences‘ Col’P Smoe ,F 2

of, Datapoint in March- 1982, and was Chi=f Operating Officer of Datapoint from such date until his

2 f'f:s a member of the Execun f’Commlttee

L - Chief' Operaung Officer: srnce October 1984 of Managemem Assrstance Inc, a computer manufactunng e

- Datapoint in March 1985. - Mr. Kail is also a director of Intelogic Trace, Inc. and Mohawk Data Sciences,
-«lnc He Is a member of the Fmance and’ Management Compensatlon and Stock Opnon Plan Commmees

Sade Presuient and Chief Operaung Officer and a\drrector of- Datapomt in November 1985.  ‘Prior to joining: o
,;LDatapomt, Mrs Bencsxk was: dlrector of: engmeenng in; Data General Corporauons Small Busmess

ASHER B .EDELMAN age 46 ‘has been General Panner since: July 1979 of Plaza Securmes B
~m January 1977 through June 1984 of Arbitrage "

Trace, Inc.; t public: ‘company.- ‘created ‘from Datapomt s former 1

\ “dlrector Vlce ‘Chairman of the Board and Chaxrman of the: Execnnve G
Committee of United, Sto -yards’ Corporatxon and’ dn’ector and Chaxrman of the Board of Mohawk Data-j-;é'-'E G
iary vl’;985 :'fCanran (‘ orporauon, ‘a corporauon controlled by Mr Edclman has Eow

:rremdem-Markenng; ' ‘;me General Manager‘;of Datapolnt s Domest1c Markeung Dmsron in’ 1977 . i
. was elected Executive. Vnce Presrdem—Corporate Development in 1980 and was elected Executive Vice e
Premdem-Fmanee and Corporate Development of Datapomt mn 1981 Mr. Gistaro was elected Presulent S

e election as Cluef Executwe Oﬁ_icer in: March 19 985 Mr (nstaro is also a dzrector of Inteloglc Traee Inc He D E

e DANIEL R KAIL age: Sl has been Managmg ’I‘rustee smce January l986 of Management,‘_;:-_:[ o
e ,‘,Assnstance Inc. qualdanng Trust, and pnor thereto had ‘been a dlrector, Execunve Vice President’ and.

"'fand servmmg company Mr Kall was Vloe Presxdent Corpo ate Planning and Development from: .
" ;f'iFebruary 1980 through September 1984 of Management Assnstanee Inc. ‘He became ‘a director: of L



CLARK R. MANDIGO, age 43 has been Presrdent since 1983 of BHP Petroleum ( Americas). Inc.
(formerly Energy Reserves Group), an oil and gas exploration and production company. Mr. Mandige
was Executive Vice President-Administration of Energy Reserves Group from 1982 to 1983. He was Vice’
~ President, Secretary and General Counsel of Energy Reserves Group from 1976 to 1982. He became a

; " director of Datapoint in May 1985. - Mr. Mandigo is also a director of Intelogic Trace, Inc. and United
,'Sto\,kyards C orporanon He is Chairman of the Management Compensanon and Stock Opt-on Pian

- 'Committee and a member of the Fmance Committee.

~CHARLES P STEVENSON JR age 39, has been Presndem since 1982 of Capcor Inc, a -
corporation - mvoived in diversified financial actwmes, -and President since 1975 of Stevenson Capital
‘Management Corp -a financial services company. Mr. Stevenson is also a director of Umted Stockyards

= Corporanon ‘He is also a director of Imeiogrc Trace, Inc. He became a director of Datapomt in March -

1985, Heis Chairman of the Finance Committee and @ member of the Audit Execunve and Mandgenlenl :
_.Compensauon and Stock Option Plan Commtttees : 1

: DWIGHT D. SUTHERLAND age 60, has" been Partner and Chief’ Execunve Officer for more than

ﬁve years of Sutherland Lumber Co;, a. retail lumber chain. Mr. Sutherland is also a diréctor of United
. Stockyards: Corporatiorn, First Nattonal Charter Corp., Employers Reinsurance Corp. and National -
- Fidelity Life Insurance Company He became a dtrecror of Datapotnt in March 1985 He is Chaurman of

* the Audlt Commmee : o , : i

Audlt, Compensatlon and Nommatmg Commlttees .

: Datapomt has' Standmg Audrt anu Management Compensatron and Stock Opuon Plar\ Comrmttees of
. the ‘Board of Dtrectors but does. not have a Nommanng Commntee The members of those o mmntees o
:-have been 1denttﬁed above.’ ‘ : , : . B

< The Audrt Commmee annually reoommends to the Board of Dtrectcrs mdependent audltors for-._; :
Datapomt ‘and its subsidiaries; meets with the mdependent audnors concermng the audit; evaiuates non- .
* audit'services and the financial statements and accounting. deveiopments that may affect Datapoint; meets.

- with management ‘apd Datapoint’s. mtemaI auditors concerning matters similar to those discussed with the '.; :
“outside auditors; and makes reports and ‘recommendativ.s to the Board-of Directors and Datapoint’s’

: ':' managemem mtemal audltors and mdependent auditors from time to time as it deems appropnate This
.. Committee met four times during the fiscal’ year ended July-27, 1985 during whleh penod its composmon
changed and met ﬁve umes dunng the ﬁscal year ended July 26 1986. : :

..+ The. Managemem Compensanon and Stock Option. Plan Commlttee makes salary reoommendatlons 8
‘fregatdmg senior” management to ‘the Board of Directors and administers Datapoxnts Management -
Incentive Compensatton Stock Optron and Executwe Performanoe Award Pians described below. The
M anagement Compensation and Stock Opuon Plan Committee met four times during the fiscal year ended .
- July.27, 1985, during whtch penod its: oomposmon changed and met ﬁve trmes dunng the ﬁscal year_;

B ._ 3.~_ended July 26 1986

Meetmgs of the Board of Du'ectors and Commlttees

The Board of Dxrectors met 18 times dunng the ﬁscal year ended July 27 1985 and Six times dunng

: ,the ﬁscal year ended. July: 26, 1986 Dunng each fiscal year, each nominée for director of Datapomt"

o attended at least 75% of the aggr egate of (a) the total number of meetmgs of the Board of Directors, and
(b, the total number of meeungs held by ali oommuttees of the Board on whrch he served durmg hts ‘

~ tenure- as director ' : L : : :

See “COMPENSA"‘"ION OF EXECUTIVE OFFICERS AND DIRECTORS” below for certam other =

1nformauon concérning directors. -



CHANGE HW CONTROL

Followmg re}ectxon in January, 198“ by the Boardl of Directors of Datapomt of a p'oposal by Asher B

iy "‘Eclelrnaf1 ‘to acquire Datapomt Mr.. Edelman and certain of his affiliates (the “Edelman Group”) in
' ."_March 1985 mailed consent solicitation materials to Datapoint’s stockholders seeking o remove the -
e mcurnbent Board of Directors ard'to rcplace them with six persons designated by the Edelmau Group:
 The Edelman: Group, which at such time had aoquuedl approximately 11.5% of the outstandxng Datapomt

‘ ”'*f 2 sole general panncr, anumber of i mvestment accounts over which Mr. Edelman has investment discretion;
et Umted Stockyards Corporatlon a Delaware corpo*atlon of which Mr. Edelman is Vice Chaman of the

United); and | Helix Partners (“Helix”) a New York limited partnership of which Mr. Edelman is sole

that certain amendmerits to Datapomt s by-laws attempung to resmct the use of consent sohcuauons were ', o

EE STOCK OPTION PLAN. -

-,Datapomt s 1974,1977 and 1983 Stock Option

s ! 'ispllts in the form of 100% stock dmdends) of Datapomt s Common Stocic upon ‘the exercise. of opnons."
- granted under the plans No further grants ‘may be made under the 1974 Plan, and there remain 315,265

: - 1,000,000 shares to: be use

i _,_Employee Plan Managcmcnr beheves that the pnor Employee Plans have enhanced Datapomt s posmon_'_ L |

. Common Stock oonsmed of Plaza’ Securities Company (“Plaza™), a New York limited partnership of
‘ 'whwh Mr: Edelman is controllmg general partner; Arbitrage Securities Company (“Arbltrage”) a New T
York hmned partnerslnp of wblch Asco 'Partners (“Asco") a New. York general partnership, is sole -~ -
e general partner {(Mr. Edelman is controlhng ‘general ‘partner of Asco); Dart. Partners, L.P. (“Dan”) ciue

- Bullet Partners, L.P., and Minor Associates, L.P., Delaware limited partnerships of which Mr. Edelman is. .

= Board _(Mr 'Edelman, Plaza and: Arbxtrage ‘hold approxnmately 26.3% of the outstandmg common stock of g

general panner Subsequent to the malhng of the’ oonsent sohcn:anon matenals, the Delaware courts: found‘ g

d1rector on May 2 1985 Mrs Dons D Bencsrkr‘frk‘:,;’ .
nt; Datapomt s Board: of Dlrectors consists of ..o
_ 'sttaro Mandlgo Raymond French Damel

at a new. 1986 Employee Stock Opnon Plan (the; il

"by, the stockholders of Datapomt shomd be_f : :

The pnor Employee Plans authonze ‘the: purchase of a total of 3 600 000 shares (adjusted for stock o

- * shares available for the grant of opuons“ur der the 1977 and 1983 Plans at September 15, 1986, The Board =
_of Directors believes that the e.st interests of Datapomt will he served by the. avanlabﬂlty of an addiional
r opuons granted under the terms and. conditions of the proposed 1986 (e



in the htghly competitive market for executive talent. bui to remain compeuuve it is 1mportant that a plan
perrmttmg the grant of additional options be adopted :

The 1986 Employee Plan differs from Datapomts 1974, 1977 and’ 1983 Plans (each of Whlch is
. substanually identical to the’ others) in the fol]owmg material ways:

(a) Under the 1986 Employee Plan, the Committee can grant optioris exerersable over time or
L exerctsable 1mmed1ately Under the prior Emplovee Plans, the Management Compensaticn and Stock
- Option Committee of the Board of Directors ( the “Comtmttee Y could not grant optrons exercrsable 7
- within’ less than six months of the date on w.ich they were granted. B

: (b) Under the l986 Employee Plan optrons may be granted allowing an opttonholder to delwer :
S Datapomt Common: Stoak in payment of the exercise price of an optton Thrs payment altemame
was not available’ under the pnor Employee Plans » :

gy (c) Under the 1986 Employee Plan, outstandmg ‘options may be cancelled and re1ssued by the
L Commtttee with the consent of the opnonholder 'l['hrs power was ot expressly prowded by the prior.
--’iEmployee Plans.. i : S o :

(d) Under the 1986 Employee Plan the Platn may be amended w:thout stockholder approva.
‘_;jexcept with Tespect to the types of amendments restricted under Securities and Exchange Commission
. Rule 16b-3 (amendments wluch ‘would (1) materially increase the benefits accruing to' participants

: under the Plan (ny matenally mcrease the ‘number of securities. which may be issued under the Plan; =

' Jor (iii) matenally modtfy the requtrements as to eltglbtllty for: pamcrpanon in the Plan). . The prior

g Employee Pilans had somewhat different restrictions upon. plan amendment without Stockholder - '

. ’approval whtch were essenttally smular but not enttrely co-extensrve wrth such Rule l6b 3 res.rictions. - :

'-The pnor Employee Plans are admtmstered by the Comrntttee comnnsed of at least three members S

| not elrgtble to receive options: under the prior Employee Plans. The prior Employee Plans provide for the

_grantof non- quallﬁed stock optmns ‘incent2 stock options and stock appreciation rights. Optnons granted -

‘under the prior Emoloyee Plans are not exercisable for at least six months after they are granted, and

L exptre if not aiready exercised, at the conclusion of thetr ten-year terms. - The exercise price is requtred 10
be at least 75% of ‘the fair market value of Datapotnt ‘Common Stock as of the date of the grant of an -
- -option, and. for incentive stock’ opttons the price must be at least fair market value. . The Committee is

' empowered to establish conditions upon the exercisability of options;  Options cannot become exercisable
. after termination of employment but in most cases opttons exercnsable pnor 10. terrnmatton of‘ employment '
remain exercrsable for a penod of stx ‘months. - - , '

As a maatter of practtoe the Comrruttee has not granted opuons at. less than fatr market value Most' :
optrons become exercxsable in four equal 25% mstallments coincident. with the first through fourth

_ ‘anniversaries of their grant. Opttons granted pursuant to Datapomt s Execut.ve Performanee Award Plan -~
- (hereinafter descnbed‘ beoome exercisable in’ one block: ‘upon the third anniversary of their grant. Certain -

- options have been granted as exercisable in full after six ‘months have elapsed from the date of therr grant
: Datapomt has granted no- stock apprectatton nghts to date ' -

'On May 2 1985, Datapornt optlonholders who elected to watve thetr nght to exercrse extstmg opttons

‘including, ‘with Tespect ‘to some of their options, ‘persons named in the Compensatton Table under - ..~

3 “COMPENSA”"?ON OF EXECUTIVE OFFICERS AND DIRECTORS” herein, were granted special
- non-incentive stock options at the: lower. fair market value as of such date (314 375 subsequently adjusted -

. 10 $3.136, see below) in replacement for such wawed opt1ons Shares subject to waived opttuns are:not - :

avatlable to Datapomt until such opnons explre or termrnate pursuant 10 the. provrsrons of the optron plans‘
under whrch they ‘were granted . ‘ .

As of July 27, 1985, the Board of Dtrectors ad_tusted the ¢ exercise pnce of all existing stock optrons to -
account for the diminution in market value of the shares of Datapoint’s Common Stock as a result of the
' sput-oﬂ" to stockholders of record as of that date of Datapomt s separately incorporated domestic customer: -
service organization, Intelogic. - The exercise price of all options granted but not exercised on or before that
date were muluplted by 0. 2181391 to arnve at thetr post-record date exercrse pnce

'



Informauon as to plans in eﬁ'ect within the past ﬁve years for ofﬁcers directors 2nd all employees 1S set
: forth ‘under “COMPENSATION OF EXECUTIVE OFFICERS AND DIRECTORS” below.  The

‘essential features of the proposed 1986 Employee Plan are outlined below. The full text of the proposed |

- 1986 Employee Plan appears as Annex T hereto, and ..lus outhne 1S quahﬁed n'its ent:rety by reference 10 -
such Annex: : ~ ; s

Descnptlon of the 1986 Employee Stock Optlon Plan : ~ 3
" General. The Board of Dxrectors of Datapomt has adopted the 1986 Employee Plan subject to the‘ 2

B approval of the stockholders.

-~ The Board beheves that stockholder approval of the. Plan 18 des:rable oecause it wrll increase the

' 'mcentwe for certain employees o contribute' 10 the future success ‘and prosperity of Datapomt and, . 5

gtherefore enhance the value of - Datapomts Common Stock  for the benefit ‘of the. 'stockholders.
Furthermore, the. av:ulabrhty and offering of stock opuons to such employees strengthens the ablhty of -

e "Datapomt to attract and retain employees.

o “The complete text of the 1986 Employee Plan is: set fortn n Annex Ito tlus Proxy Statemcnt ‘The
; followmg surnmary of the rnatenal features of the 1986 Employee “Plan does not purport 10 be complete. :

. and lS qualrﬁed xn 'ts ennrety by reference 0] Annex I

Elzgtbzhty In: general all employees of Data]pomt and its. subssdtant.s who contnbute to the -

L managemem direction and overall success ‘of Datapomt are’ ehgrble to receive opuons under the 1585 =

oy Employee Plan Members of the Board. who are no‘r employees of Datapomt shall oot be ehgxble l‘orﬁ__ o

-}'_,%,fopnon grants under the 1986 Employee Plan o R - ok _
" Shares Subject to the: Pian A rnaxrmum of 1000 000 shares of Datapomt s Common Stock is

authonzed for exercise of the stock opnons under the 1986 Employee Plan The shares to be used may be' o :

erther treasury shares or newly 1ssued shares

Opnan Features. The type of stock opnons that may be granted under the 1986 Employee Plan are

' :Inoenuve Stock Optlons or Non—lncentlve Stock Optrons The option price per share: shall not be less thanf :

e 3 '75 percent of the fair marke? value of a share of Datapoint Common Stock on: the. date of grant

A parttcrpant may exercise an optron by delwertng ‘a written nouce of exercrse o Datapcnnt and
5 tendertng payment of the full price of the shares berng exercised. The exercise price of a stock: ‘option may -

be paid in cash “shares of Datapomt S Common Stock (if authortz.ed by and subjeet to such conditions as
 may-be set by the Commlttee) ora combmanon of cash and such stock. A- part1c1pant who delivers shares.
inliew of cash in. order to exercise a stock optron may potennally, if the option agreement or the Commlttee

‘does not otherwxse restrict the manner of exercise; “pyramrd ”shares-by requesnng Datapomt to repeatedly' w
apply, automatically, the shares recelved upon exercise of a portion of a stock option to satrsfy the exercise

price for additional pomons of the ‘opticns. The effect of pyramrdmg would be 10 allow a parttcnpant tof

o dehver a relauvely small number of shares m sansfacuon of the exercrse pnce of even the largt.st optlon e

A stock optnon may not be granted whrch expxres more than ten years and one day frorn the date of:
S grant (the “Termination ‘Date”). The Commrttee wrlll determine the dates after which opnons may be
" exercised in whole orin part, and may establish. installment exercise terms so that an option becomes fully

" ‘exercisable in a. series of cumulative portions. 'l‘he Commtttee may also accelerate the- perlod for the =
‘ exercrse of any stock optton or. portion thereof r e S

In the event of‘ a pamcnpant S: retlrement at age 65 (or earlxer thh the consent of the Commrttee) 0* o
' dlsabrlrty, any outstandmg option'shall, in general be. exercrsable within one year after such event (but not
subsequent to the expiration of the. optlon) by the pamcrpant In the event of a participant’s death; any

ocutstanding option shall- also be exercisable within: one year after such .event {but not subsequent to the:

expiration of the option), by the participant’s estate or beneﬁcrary In the event of a participant’s i _

o voluntary or mvoluntary termination of employment ‘with Datapomt orits subsmlanes for any reason other
than retirement, death or dtsabxhry any outstandmg optzons shall exprre on the earlier of Fthe Term.nauon S
Date or the one hundred and erghueth day followmg the date of cessatlon of employment o

: A pamcrpant may not: exercrse an Incentwe Stock Opuon while any  Incentive Stock OpthHS ‘
: prevxously granted o the pamcrpant remain outstandmg All unexerc1sed Incentlve Stoc'v: Optlons are



‘*,;«,consrd.,red “outstandmg unnl therr exercise or therr exprrauon date. The aggregate value of Incentive

. Stock Options which may be granted 10 any participant may not-exceed $100,000 in any one year, plus any R
- unused *carryover” amoum as determmed under Sectron 422A of the Iniernal Revenue Code of 1954, a

o amended {the “Code”) : ‘ : : :

l‘so stock option granted under the 1986 Employee Plan shall be assrgnable or transferable excepl by‘
e will of the 1aws of descem : : : :

: In the ‘event of certam extraordrnary oorporate transacnons inctuding mergers and sales of

ER SLbstarmally all the ‘assets of Datapomt stock dividends, or. other events which in the Judgmem of -the

' Committee neoessnates action by wvay of adjustmg the terms of the outstandmg opnons the Committee

. shall take any _such action as it deems necessary to preserve the opuonees ng,hts substamtally
e propornonate to the nghts exrstmg pnor to such event e TS B . :

Srock Apprecratzon Rzgl-ts. _3 AL or after the gram of a stock option, the Commmee may, in its
i drscrenon gram a paruapam a Stock. Appreeranon Right (“SAR”) defined as a right to exercxse ‘an
‘;fopt.on or pornon thereof, and receive in exchange the excess, if any, as of the date such: right is exes used

of (i¥ the fair market value of the shares of Datapoint: Common Stock associated with the option, or o

‘. ;fpornon thereof whrch 1s exercnsed ‘over (u) the aggregate option. prtce of such shares to the pamcrpant ifo
“" * he exercised such opuon, or pornon thereof through the purchase of shares An SAR is only exercrsable i
e durmg the term of the assocrated opuon : S ST R G

s Upon a pamcrpant s exercrse of an SAR Datapomt s payment to the pamerpant rnay be: made (at the '
‘-;ﬂ)‘_'elecnon of the Comm!ttee) in cash .orin. shares of Datapornt Common Srock valued at. their fair market’
. alue on the date of the exercxs;_ or partly m cash and pardy in: shares of Datapomt Common Stock

Resrrzeted* ‘ock A stock opnon may provrde in. the drseretmn of the Commntee, that Datapornt

o

sale and transfer restrictions. - Such restncted penod may | be accelerated by the: Commlttee in its drscretlon

Common Stoek reeerved upon exercise of a stock opnon shali _be subject, for a specified penod to certain

:.:{Except for. sale and’ transfer resmctrons, the ‘participant, as owner of shares of Datapomt Common Stock
i shall have all the nghts of a stockholder mcludmg (but not: hmlted to) the right. to recewe all dmdends, e
. _{~pa1d on: such shares and the nght to vote such shares: In’ the event that a- partrcxpant ceases to be.an

employee of’ Da

~ ’participant.” W |
[ atapomt shall have “the. opnon o

reacqmre such shares wrthout the payment of any

i ‘oomposed of non-employee drrectors and has the authonty 10; gram options and. set the term“{and‘
' ‘conditions of the stock option agreements; subjet.t to the provisions of the 1985 Employee Plan.
Ao ‘determmauon'has been made ‘as to the amount or type of options to be: oranted dunng any year of the i

i o ;1985 Employee Plan and no pamcapants have been selected : -

Amena’menr and Termmanan The Board of Dxrectors may terminate, suspend or arnend the l986
i Employee Plan wrthout stoekholder approval exoept that (1) no modrhcauon may, wrthout a pamcrpant s
. _consent, ‘alter or impair. any of the nghts or obhgauons under any stock option: theretofore granted and
(2) no modtﬁcanon, w1thout stockholder approva., shall matenallv modify the ehglbthty requirements for :

i receiving stock optrons ‘increase ‘the maximum' number of shares for which options may be: granted under
- the 1986 Employee Plan, reduce the minimum option: price per share, extend the period of grantmg stock'
e opuons or matenallv mcrease in any’ other way the beneﬁts acerumg to pamc:pants i .

No stock opuon may be granted after May 19 1996

Federal Tax Consequences and Accomrmg Treatmenr The Federal income tax consequences

”.T’apphcable to Datapomt :and: a pamcrpam in. connection with ‘an Incemrve Stock Optron within the

. meaning of Section 422A of the Code, or & Non-Incentive Stock: ‘Cption granted under the 1986 Employee
,,Plan are complex and depend in paT, on the surroundmg facts: and crrcumstances L

T

) "‘for any reason- dunng a r_esmcted penod Datapomt may, at its discretion, purchase g
‘,-from the pamcrpant any. shares subjeet O8 restne ons:at the pnce ongmally pard for: the stock by the
- With respect 10 restn_cted stock that w‘ s?acqurred by a participant pursuant: to the exercise. of ol

PIan Admmrstrauon The 1986 Employee Plan' erl be admrmstered by the Commmee whrch lsj-.

: ”ENo



In gencral ,;a«;pammpam wxll not recogmze any moome upon the gram or’ exercxse © ;_m Incem:ve_ e
Jzed upon ‘the exercise ‘of an Incentive Stock Option, the. -
nce’ equal to the dliference between the exercxse pnce of the




: - THE" 1985 DIRECT OR: STOCK OPTION PLAN AND
THE GRANT OF A STOCK OPTION TO ASHER B. EDELMAN

E '.l'lntmductlon at

k ‘In June 1985 Datapomt adopted conttngent upon stockholder approval a 1985 Drrector Stock Optron
: ;Pian (1985 Dtreetor Plan”) to provide directors with an addmonal incentive to maximize value for

. stockholders and. as an. additional element of director compensation. = See “COMPENSATION OF -
" _EXECUTIVE OFFICERS AND DIRE:CTOR,. »..“The 1935 Director Plan provrdes fora one-trme grant of -

‘ Ca Non-¥ncentive Stock Option: t0 purchase, at feir - market value as of the date of the grant, 25 000 shares of
" Datapoint Common Stock -to ‘each’ director, and an: addmonal 50,000 shares to any newly. elected

i i"Chanrman of the Board. The 1985 Director Plan does not grant.an opuon 1o purchase an additional 50, 000

Sy ~shares to the incumbent Charrrnan because he received such an option in May 1985 (see below). Such S

e 'jopttons become fully exerersable upon stockholder approval and expire five years after their effective grant
. date’ For mcumbent directors, the eﬁ'ecttve grant date is June 14° 1983, and hence the exercise price of -

- such' directors’. opnons was §2.781 per share, as’ adjusted (See “THE 1986 EMPLOYEE STOCK

& I]OPTION PLAN — Prior Plans”). Datapoint prevrously granted stock options for 20,000 shares (adjusted NN

for stock splits in the form of 100% stock dividends) to non-employee directors in. 1977. No incumibent
'dtrector granted an optton under the 1985 Drrector lPlan recetved aay optron under such prevrous plan i

On May 2 1985 the Board of Dtrectors granted[ Asher B Edelman, Charrman of the Board a Non—

i ; ‘__Klncenttve Stock Optron to purchase 50, OOO shares of Datapomt ‘Common Stock, at fair ‘market value as of :
0. that date. ($3 136 per share, as ad_)usted 'see “THE 1986 EMPLOYEE STOCK OPTION PLAN — Prior

: ‘_"Plans”) conttngent upon | stockholder approval ‘Such option becomes exercrsable upon stockholder - .

approval and terminates upon: the exptratton of five years from the date of grant. Itis subject to the further

';restnctton that it may be exercrsed with Tespect to no more. than 50% of the shares within six months from

__f'jthe date of grant 75% of the. shares mthzn twelve rnonths ‘from -such date, and 100% thereafter until
e j,exptratlon Mr Edelman who beneﬁcrally owns more than’ 10% of Datapoint’s outsrandmg shares, joined -

e the Board as its. Chairman on! March 22, 1985. This option is: in lieu of the options to which fiture

.‘y"f fchau'men will be. enutled undeér the 1985 Dtrector ‘Plan, should such plan be: approved by stockholders. -
o UM Edelman s btography and detarls of his sharz. ownerslnp appear under the captions “ELECTION OF, S
T_ﬁ.DIRECTORS" and “COMPENSATION ()F EXECUTIVE OFFICERS AND DIRECTORS” heretn i

G ‘}referenoe to such Annert e

L The essenttal features of the proposed 198< Dtrector Plan are outlmed oelow The full text of the o
i ‘proposed 1985 Director Plan appears as Amex II hereto and tlus outhne 1s qualrﬁed in lts emtrety by

: ,fYDescrn..*ptton of the 1985 Drrector Stoek Opt on Plan

g General The Board of Dtrectors of Datapomt has adopted the 1985 Drrector Plan Subject to the
fiiapproval of the stockholders » e =

The Board of Dlrectors belreves the 1985 Drrector Plan is desrrable because rt wﬂl encourage B

S Datapotnt s drrectors 10 acqutre a propnetary interest in Datapornt Furthermoreg the avallabthty andi; =

offermg of stock optrons 10 such drrectors strengthens the abrlttv of Datapomt to attract and retarn £

| The oomplete text of the 1985 Drrector Plan is set forth in’ Annex 11 to tlus Proxy Statement The
= 'followmg summary of the matenal featares of the 1985 Dtrector Plan does not purport to be complete and -
3 18 qualrﬁed in rts enttrety by reference to Annex. II : :

Elrgrbrhty All drrectors of Datapomt are elrgtble 1o recerve opuons under the 1985 Drrector Plan

Shares Subject to ihe Plan ‘A maximum of 500 OOO shares of Datapomt Common Stock is authortze’l -
- for ‘exercise of the stock options under the 1985 Drrector Plan. The shares 1o be used may be either’
__treasury shares or newly issued- shares g



 Option Features. The only type of stock options tfrat'may be granted under the 1985 Director Plan are
Non-Incentive Stock Cpuons.” The option price per share shall not be less than the fair market value of a
share of Datapoint Common Stock on the date of grant. -

Each current dlrector and thereafter each newiy elected director at- the time of his election, will
receive an option for 25,000 shares of Datapoint Common Stock. Each newly elected Chairman of the:
" Board, at the time of his election, shall be .entitled 'to receive an option to purchase 50,000 shares of
"'Datapomt Common Stock n addmon to those otherwise granted for services as a director.

Each dtrector who receives an option will rot be- elrglble for any further opuons under the 1985
‘Darector Plan whether ornot. the ongmal optton was exerc1sed

Al pamcrpant may exercise an option by deltw.nng a written notice of exercrse to Datapornt and E
- tendering payment of the full price of the shares being exercised: The exercise price of a stock option may '
 be paid in cash, shares of Datapoint Common Stoc,k (subject to such conditions as may be set by. the.
 Committee ) or a combmauon of cash:and stock ‘A participant who dehvers stock In order to exercise a.

. stock. option may, ‘if the option -agreement or the Committee does. not restrict the manner of exercrse

o “pyramid” shares by requesnng Datapomt to repeatedly apply, automancally, ‘the shares received upon
- ,‘exe rcise of a portion of a stock option to satisfy the exercise price for additional: portions of the options.
" The effect of pyramrdmg would be to aliow a participant to dehver a relauvely small numbet of shares in
I sansfacuon of the exercrse pnce of even the largesr optxon ' »

A stock opnon may not ‘be gramed whrch explres more than ten years from the date of grant (the-

g “Termmauon Date”)

: ‘In the event of a pamcapants rettrement at age 65 or- drsabﬂlty, any outstandrng op'ton shall in
‘general be: exercrsable wrthm one: _vear after such etvent (but not SLbsequent to the expiracon.of the’

option); by the participant. “In the event of a pammpants death, any outstanding option shall bé "

exerc1sable on]y within one year after such’ event {but not subsequent to the expiration of the. option), by
‘the pamcrpant ’s estate or. beneﬁcrary In the event of a’ pamezpant s voluntary or involuntary termination .
“of his: drrectorshrp wrth Datapomt for any reason other than death any outstandmg options shall explre on
the. earlrer of the: Termmanon Date or the one hundredl and lghtreth day followmg the date of cessatlon of '

‘"'j-‘-:the dlrectorshrp s T , 5

No stock optton granted under the 1985 Dtrector Pnan shall be assrgnable or transferable except by. :

."”5"de or. the laws of descent; .~ 1 o ' ‘ R

1In the ‘event -of - certatn extraordmary oorporate transa\.trons, mcludmg mergers and sales of-

':‘_-‘-{s‘ubstantraily all ‘the assets of Datapomt stock: dividends, or. other events which in the judgmeut of the_

: ;'Commtttee necessrtates actron by way of adjustmg the terms of the outstandmg options, the Committee
‘ ,shail take any such action' as: it deems necessary. to preserve the. optlonee s rights substannally'
proporttonate to the nghts e)usttng pnor to such event.. . ~ '

: Stock Apprecmnon Rtghts Each parucrpant shall have the nght (a Stock Apprectanon nght
(“SAR”)) 10 exercise his opuon, or portion thereof, ‘and Teceive: in exchange the excess; if any, as of the"
date such nght is ‘exercised of. (1) the fair market value of the: sharts of Datapomt Common Stock
i associated wrth the option, or portion thereof which i is exerased over (n) the aggregate. option price of -
" such shares to the’ parttmpant if he exercised such opnon, or portion: thereof through the purchase of
.shares An SAR i 1s on!y exercrsable ‘during | the term: of the assoctated opuon t

Upon a pammpart s exermse ‘of an' SAR Datapomts payment to the pamc1pant shall be made in-
.sshares of Datapoint Common Stock valued at their falr market value on the date of exercise. o

_ Plan Admmmrat:on The 1985 Drrector Plan shalI be administered by the Commmee which will set,

.the terms and conditions of the stock option- agreements, subject to the prov1sr0ns of the 1985 Director:
Plan: However the Committee will have no discretion elther to determme whlch drrectors shali recewe
‘options or set. the namber of chares subject to such optrons :

Amendment and Termination. The Board of Directors may terminate or from trme 10 nme snspend or
amend the 1985 Director Plan thhout stoekho}der approval except that {(1)no modtﬁcanon may, without:
the parucrpant s‘consent, alter or 1mpa:r any of the rights or obligations under any stock’ opuon theretofore
granted and (2) no modlﬁcauon wrthou‘t stockholder approval shall matenally modlfy the ehgrbrlrty

10 -



'} rcqutrements for recervmg stock opttons mcrease the maximum number of shares for which Optlons may
-~ be granted under the 1585 Dtrector Plan, reduce the minimum option price per share, extend the period of
..-granting stock options, or matenally increase. in any, other way the benefits accrumg 10 pamcrpants :

No stock option may be. granted after November 21, 1995. ,
Federal Tax Consequences and Accountmg Trearmem The Federal -income’ tax c'onseQuences

. ‘areccomplex: A’ parttcrpant will not recognize any.income upon the grant of an option. As a general rule, a

‘J'opamapant will recogmze ordtnary income’ upon the exercise of an option in an amount equal 1o the .
:drﬂ'erence between the optron pnce and the fair market value of the” undcrlvmg stock ‘on_the date of
, h*:;exercrse However unless. a parttctpant who is: sub_ject to the provisions of Section 16(b) elects within 30

days ‘after the exercrse .of an option to be treated under the: general rule descnbed above by propcrlv filing
_ - an eléction under Seetlon 83(b) of the Code, such’ partrcrpant will recognize ordlnary income in respect of
i such ‘option six. months afterthe stock is aoqutred pursuant to the exercise of the option.. Such ordinary

o f,_'stock on that date.’ _ sl : O .
The grantmg of an SAR does 'tot produce taxable mcome to the part1c1pant or a 1ax: deducuon 10

i,- :e;recerved is. taxable to the. pamctpant as ordmary income. However if-a pamcnpant is subject to-Section
'_'~_i=l6(b) and’ does not ele_ct 10°be treated under t.‘ne ge'teral rule stated above by. properly filing an election
under Sectton 83(b) of the Code,ithe fatr market value of any stock reeerved pursuant 1o an SAR wrll be :

£ ﬁnancral accounung purposes the grant of SARs w1ll requtre a charge to operauons for the apprecranou on

:ﬁnumber of .such‘; n‘ghts granted trmes the ’amount if any, by Wthh the farr market ‘value Of Datapomt_;
: xceeds ) puon pnce provrded for in the related stock opttons ST

: 'ng Plans Informanon asto plans in effect v

" A VOTE “FOR” A L O AHE:,
_,_GRANT OF A STOCK OPTION mfAdHER B EDELMAN lS RECOMMENDED BY THE BOARD-'_, -

4 of the Ce-ttﬁcate of. Ince‘“poranon 0. authonze an’ addmonal 8 000,000 shares of Preferred Stock. The 8

_;:Preferred Stock, $1.00° par. value to: provrde 8,000 000 additional- shares of Preferred ‘Stock- for proper.
' corporate purposes mcludmg 5
-and the acqulsttton by Datapomt ‘of ‘other- busmesses or- propemes Datapomts Certlﬁcate of In-

. Stock in series and 10 fix the consrderauon to be received therefor: and determine the rights, preferences e

owith respect 10 each series. of Preferred Stock whtch 1t may authonze mclude dividend nights; redempnon !

o .proposed 10 be authonzed B : ‘
“In order to create a: series: of Preferred Stock, the Board of Drrectors would be requrred 10 adopt

""converston or other nghts quahﬁcanons hmltauons and restr!ctrons appltcable 1o the shares of such senes

'apphcable to Datapornt and to- participants with respect to options granted under the 1985 Director Plan :

- income. will be. equal to the dttference between the. opuon pnce and the farr market value of the underlymg L

Datapomt In general upon exercise of such nghts thc farr market value on the exercise date of any stock,‘ o

: :-a.pamcrpant m connectron thh an ;opnon or SAR at the ttme ‘the' parttctpant recogntzes such 1ncome For ;

COMPENSATION'OF EXECUTIVE OFFICERS AND DIRECTORS” iy

| --‘\purpose of the proposed amendment is to increase the nxrstmg authonzatron for 2 OOO 000 shares’ of s

thout hmttauon, faetlrtatrng the future ﬁnancmg needs of the Companyr S

‘corporanon permits the Board of Dtrectors wrthout further. action by the stockholders 1o issue the Preferred o

5 ‘-and hmrtatrons of each such senes The determmatrons whtch the Board of Directors is authonzed to make

ffand srnkmg fund provisions, conversion nghts voting rights: ‘and hqutdauon nghts All such determina- o
“tions would be made by the. Board of Dll’CCtOl”S at the time 1t establishes a partcular series of- Preferred -

.. ~Sroek and would take into account, the circumstances pemnent at that time. The foregoing description and '_ _
that whlch follows apply equally to the exrsttng Preferred Stock and the addtttonal Preferred Stock,;

S _;resoluttons provrdlng for the issuance of such series and desrgnatmg the preferences, votmg rights, rrghts of ‘



Thereafter, Datapomt would be required to file a Certificate of De51 enation with the Secretary of State of
‘the State of Delaware setting forth the designation, nghts and preferences of such series as so fixed by the
Board of Directors. Such shares would be subject to issuance from time to time by the Board of Directors
without further stockholder approval, except as such approval may be required by the New York Stock
Exchange or any other exchange upon which such shares or shares of Datapoint’s Common Stock may be’
listed. The Certificate of Incorporanon of Datapoint does not gram preemptive righis to the holders of any
_class of srock of Datapomt P

_ Upon the: authonzatton of any senes of Preferred Stock by the Board of Drrectors and issuance of
" shares of such series, the holders of shares of such series would have certain preferenoes over the holders of ‘
 outstanding Common Stock, dependmg upon the specific terms of such series designated by the Board of

-« Directors. In particular, the holders of outstanding Common Stock would be entitied to receive dividends

~and- amounts distributable upon hqtndatton of Datapoint, if any, only after the payment thereof to the.

4 : " holders of Preferred Stock in ‘accordance with the terms of such series. In addition, the Board of Directors
"~ could designate other preferences appltcable to such series of Preferred Stock including, without limitation,

- equal or dtspropomonate voting nghts with the outstanding Common Stock' or special voting rights in
certain circumstances such : as the right to vote separately as a class to elect a fixed number of directors in

P the event of a cumulative. arrearage in the payment: of drvrdends on such Preferred Stock or to vote. -
e separately asa class on any proposal to merge, Itqutdate or sell substanttally all of the assets of Datapomt

‘ The avarlabthry for tssuance of shares of Preferred Stock could enable the Board of Directors to'
" render more difficult or dtscourage an attempt 10 obtam control of Datapoint by means of a merger, tender

- “offer 'or proxy contest directed at’ ‘Datapoint, even if stockholders believe that such transaction or

- occurrence generally is favorable to their interests.’ Thus the proposed amendment could be charactenzed
gsan anu—takeover proposal ‘For example the issuance of shares of Preferred Stock in a pubhc or private

- sale; merger or similar transaction would increase the number of Datapoint’s outstanding shares, thereby

diluting the interest of a party attempttng to obtain control of Datapoint. The holders of newly issued

S shares ‘might also be entitled to vote as a separate class on a transaction proposed by a third party'
e involving Datapoint, such asa. merger consohdauon or similar transaction, depending upon the effect of

' such transacnon on the nghts and’ pnvﬁeges of the then outstandmg Preferred Stock. -

_ There are no present plans for -issuance of any of the shares of Preferred Stock wluch would be
: authonzed by adoption of the proposed amendment. ' The Company has announced, however, its intention
10 cornmence by the beginning of November 1986 an offer to exchange up to 2,000, 000 shares of Preferred
- Stock (ie; allof such shares presently authorized) for up to 8,000,000 shares of the Company’s presently
“outstanding Common Stock, on the basis of % of a share of Preferred Stock for each share of Commion

Stock (the “Exchange Ot’fer”) ‘The Preferred Stock to: be issued is expected to pay. an annual cumulanve- ‘;::{‘

dividend of $4:94 per share; payable quarterly, and 1o’ have a liquidation preference of $38 per Preferred

_share.- Each share of such Preferred Stock will also be exchangeable, at the option of .the Company "

commencing in 1989, for $38 m pnnc:tpal amou.i. of a'l3 peroent subordinated note of the Company due o
ten years followrng exchange. « r ,

" The complete terms and condmons of the Exchange Offer as well as a detailed description of the nghts v N

and preferences of the Preferred Stocl* 10 be issued will be set forth in matertal ‘which will. be made': |

s 'avatlable 10 all holders of Datapomt Cciamon Stock

e Although additional authonzed Preferred Stock will not be required for the announced Exchange
- Offer, the Board of Directors ‘believes that the authorization of additional Preferred Stock would be
-beneficial to Datapomt whether or not the proposed Exchange Offer is consummated or fully subscribed,
to allow more ﬂextbthty in future ﬁnancm gs (whtch could include additional exchange offers), acqursmon
- transactions and ' for other corporate ‘purposes. The Board of Directors belteves that the exrstmg
4_authonzatron may be insufticient for’ certam potenttal beneficial: transactlons

Financial statements of Datapomt Datapomts certified pubhc accountants’ report thereon a
consohdated summary of operations and ‘management’s discussion” and  analysis of such summary are
contamed in Dataporrt s 1986 Annual Report 136 Stockholders a copy -of which has been sent to each
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; »stockholder of record along with a copy of this Proxy Statemem and are moorporated herein by reference.
Except for those portions of the Annual Report which are specifically incorporated herein by reference, the -
Annual Report is not to be regarded as proxy soliciting material or a communication by means of which
any solicitation is to be made.

: A VOTE “FOR” THE APPROVAL OF THE PROPOSED AMENDMENT OF THE CERTIFI-
"CATE OF INCORPORATION RELATING TO PREFERRED STOCK IS RECOMMENDED BY THE

i BOARD OF DIRECTORS..

AMENDMENT OF CERTIFICATE OF INCORPCRATION IN
' RESPECT OF THE LIABILITY OF DIRECTORS

The State of - Delaware Datapoint’s state of incorporation, has recently adopted amendmems to the
‘Delaware General Corporanon Law permitting limitation of liability of directors. under certain circum-
-stances. The new law, which became effective July 1. 1986, permits the elimination of personal liability of :

0 _;_‘dlrectors for monetary. damages arising out of claims of breach of fiduciary duty, except liability for the
.. breach of the duty of loyalty, the failure to act in good faith; intentional misconduct or knowing violation
- of law, the. ‘payment of unlawful dividends or unlawful stock repurchases or redemptions or for any
- * ‘transaction from which the director derived an improper personal benefit. Neither the new iaw nor the
I ‘proposed amendment eliminates a darector s fiduciary duty; they only prov1de directors with relief from
o : awards of monetary damages. Thus, while the law has not as yet been mterpreted by ‘the courts, it would’

seem clear that the availability of equitablc remedies such as an. injunction or rescission: based upon a
director’s breach of ﬁduc1ary duty or the removal of a director by the Board or the stockholders are not
affected. :

c The ‘Board of' Dlrectors of Datapomt has declared advisable and proposes the adoption of a new
Article 8 to the Cemﬁcate of Incorporation- which would. provide, to.the fullest extent permitted by

: ‘Delaware law, that a director shall not be liable to Datapoint or its stockholders for-monetary damages for

- ‘breach of - fiduciary duty as a director. L1ab1hty for monetary damages in -cases -of gross negligence,-
-~ including gross: negligence in acquisition transactions, would be eliminated under the proposed amend-
‘ment. The complete texts of the proposed amendment and of Section. 102(b)(7) of the Delaware General ;
" Corporauon Law are set forth in Annex IV to thls Proxy Statement. The discussion herein is qualified by
- reference to Annex IV and also doesnot, purport tobea oompiete review of the law of’. dnrectors habnhtv or
.;apphcabﬂlty of the proposed amendmer\t or:the new law with respect to any parncular set of facts and
“ circumstances. ‘

" The Board of Directors belxeves that the proposed amendment is in “the best mterests of the :

. stockholders and’ Datapomt and that it w1ll in combination with the indemnification agreements desc¢ribed -
- helow, help to maintain Datapoint’s ability to attract and rétain quallﬁed individuals to serve as directors

of Datapomt and to allow such individuals to exercise their independent business judgment on behalf of .

Datapoini.. The. amendment woulf‘ reduce the amount of potential hablhty and free directors of excessive -

. caution in making what the De'aware leglslanve history refers to as ‘‘entrepreneurial decisions” for the
benefit of Datapomt and: its: stockholders. . Under presently prevailing circumstances, directors are more
likely 1o be held liable for decisions found after the fact 1o be excesswely risky than for overly cautious .

o dec151ons Thus directors ' might be influenced to opt for more cautious: policies than they would otherwxse :
- judge to be in the best interest of stockholders. The amendment, however, limits. the remedles available: o

- stockholders dissatisfied with a board decision which is protected by the amendment. A dissatisfied
© _stockholder’s only remedy in such a circumstance is to seek the equitable remedy of recission or injunction,

" which may not, in all circumstances, be an effective remedy. The Board of Directors, however, believes -
- that the diligence exermsed by directors stems. primarily from their: de51re to act in the best interests of -

Datapoint and not from a fear of monetary damage awards.. Consequently, the Board believes that the
level of scrutiny and care exercnsed by directors wnll not be lessened by the adoption of the amendment.

The amendment would supersede, with respect to directors and to the extent applicable, Datapmm S
present By-Law provision, which is referred to below and set forth in Annex VI to this Proxy Statement,
which might exculpate a director from:liability if he is found 1o have “exercised the same 'degree of care
- and skill as a- prudent man would have ‘exercised under the circumstances. in the conduct of hlS own

. affairs”. : : Do :
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. The amendment would apply prospectively and not eliminate or limit the liability of a d:rector for any
*.act or omission occurring prior to the effective date of the. amendment. :

A VOTE “FOR” THE APPROVAL OF THE PROPOSED AMENDMENT OF THE CERTIFL -
CATE OF INCORPORATION RELATING TO THE LIABILITY OF DIRECTORS IS RECOMMEND-
ED BY THE BOARD OF DIRECTORS ‘

APPROVAL OF INDEMNIFICAT]ON AGREEMENTS

In furtherance of the same aims represented by the 1mmed1afely foregoing proposal to amend the
Certificate - of ‘Incorporation, the Board  of  Directors “has also proposed that stockholders authorize
i ‘Datapoint to enter into indemnification agreements with each of its- present directors and any director
hereafter elected or appointed: to the Board. The proposed-form of agreement is set forth in Annex V to
this Proxy Statement and the followmg discussion is qualified by reference to Annex V. Stackholder
" approval of the agreements is not required by law. However, since each presént director will be a party to -
- and benefit from the rights set forth in such an agreenient, the Board of Directors considers it appropriate
0 submit the agreements to Datapoint stockholders for their approval. Should stoeckholders not approve.
the agreements, they will not be entered mto ' ~

‘The Board of Directors belleves that;: even with thr limnanons of liability represented by the proposeci

= amendment of the Certificate of Incorporation relating to the liability of directors discussed above whrch:'

‘may tend to dlscourage and/or narrow. the scope of claims made against directors, the benefits represemed

by indemnification agreements are rmportant in attracting and ‘fetaining quahﬁed persons’to serve as.:
-/ directors; Among the reasons is that neither Datapoint nor its directors have any control over the initiation

Cof lmgatnon or other legal proceedings or the scope of the asservions which may be made therein.

"These agreements would assure drrectors that the mdemmﬁcauon prowded for bv Datapoint’s present
By—Laws will continue to be ava:lable whether or not hereafter eliminated or narrowed.  The text of the
present By-Law section is set forth in Annex VI to this Proxy Statement. This sectlon provides that

~directors and officers shall be ent:tled o’ mdemmﬁcatlon 1o the fullest extent permltted by Delaware law.

. Delaware law provxdes a detalled statutory framework under whrch mdemmﬁcatlon is required or

permltted but also provxdes that this framework i is not exclustve of other rights to indemnification which a ~

-director or officer may have, among other things, by agreement. In accordance with this non-exclusive
feature of Delaware law, the proposed agreements alter and ‘expand the statutory framework in the
. following principal respects (1) indemnity is’ provided for in respect of settlements in denvauve actions,
~(ii) prompt . payment of, expenses is provided for. in advance of indemnification," (i) prompt' =
indemnification or advances of expenses is provided unless-a determination is made that the director.or.

" officer has not met the statutory standard (iv) the director or officer is mdemmﬁed for expenses incurred

to determine  whether he ‘is ‘entitled .10 ‘indemnification, whethér or not successful, (v) pamal in-
" demnification i is permitted in the event that the director or officer is not entitled to full lndemnlﬁcauon and:
(vi) determination of the enudement of the ‘director to indemnification will be made by .the Board of

Drrectors, orbya dlrector or'third party: desrgnated by the Board. Although the enforceability of all of the -

- provisions of the agreemems has not:been. tested in court and may be subject to pubhc policy

" considerations, the Board of Directors beheves that such provxsmns are permitted under Delaware law.

Itis anuexpated that if the proposed mdemmﬁcatron agreements are authorized by the stockholders -
= for presem and future directors, similar agreements with certain present and’ future oﬁicers of Datapomt
" who are not directors, will be approved by the Board of Dlrectors _

ngauon currently pendmg, which ‘does or mlght involve claims for mdemmﬁcatlon has been
excepted from coverage under the indemnification agreements and will be governed by the present By- .

-~ Law provision and apphcable law. Except for the foregoing, neither Datapoint. nor any of its directors:

~ have actual knowledge of any threatened litigation which might result in claims for mdemmﬁcatlon under.
- the proposed agreements. The indemnification agreements will be applxcable to claims asserted after zhetf ‘
effective dates whether arising from acts or omissions: occurring before or after such dates -

' A VOTE “FOR” THE APPROVAL OF INDEMNIFICATION AGREEMENTS IS RECOMMENDf
ED BY THE BOARD OF DIRECTORS

14



COMPFNSAT]ON OF EXECUTIVE OFFICERS AND DIRECTORS

- -,Execuuve Oiﬁcers

The following tables set forth all-aggregate cash compenv‘auon pand by Datapoint and its subsncuanes
for service in all capacities for the fiscal years ended July 27, 1985 and July 26, 1986, with respect to each
- of the five. highest paid executive officers. whose aggregate remuneration exceeded $60,000-and. all

‘executive officers of Datapoint as a group. The information set forth below in this section with respect to
- executive  officers, - officers and dlrectors does not include any data with respect to any portion .of the
'appilcable penod during wl'uch the person was not.an execuuve officer, officer or director of Datapomt

CASH COMPENSATI'ON TABLE—-FY 1985

Name of lndmdual or o R Capacmes in C 1 Cash(IM)
Number of Persons in Group - - : Whnch Served : o Compensation

H E. O’KELLEY..;.,..._..,........-. ......... . Cluef Executave Oﬁ"icer and -$1,689,219
' e ' “Chairman of the- Board (untl -~ .
: R o March 15,1985) . L R
:;E P GISTARO....,‘..-.;..‘ ..................... Presndem Chief Executive Olﬁ- % 602,632(3)
T VL e (R ‘Chief Operating Officer FEREE R
8 S SRR o ‘-andaDirectox . F T NI T
~JL.HALE Gt e Executive Vice President, Cus- = $ 243,791
Ao Sl - tomer Service and Operations -~ :
- Administration (untxl July 27,

' LS U R 1985) R
D. D: BENCSIK ...... ~ Senior Vice President, Operanons - $ 214,415 i
Dl SHAPlRO Senior Vice President, Advanced § 213,106 -

Product Development -
All Execuuve Ol’ﬁcers of Datapomt e T

as a group.( 14 persons,. ancludmg = G L . l :
those named above) ...................... . ‘_ L : $4,701, 623

A Amounts shown exclude payments 1nc1dent to the relocauon of certain officers in the foIlowmg amounts:
: ,Mr Shapiro, $94,218; Mrs. Bencsik, $1,726; all executive officers as a group, $374, 022. .
e Compensauon includes $311,973 in severance paymenis made to Mr. O’Kelley. during the fiscal’ year ‘:
~ended July 27, ‘1985 but excludes appronmately $660,000 in additional severance payments Datapomt has

ot since pald or expects to pay to:Mr. O’Kelley:. Compensauon also includes $611,500 in severance paymems

"'made to 3 other executive: officers during such fiscal year. Aggregate severance payments of $923,473
“made with respect to all cxccutlve officers as‘a group during such. period are included, but approxlmately
$750,000 in addmonal severance payments Datapomt has made since such date or expects o make to such =

" persons -are excluded. L i
‘#The amount shown mcludes $44 300 -paid. as 2 bonus to- dlscharge mdebtedness for. stock purchased
Y ;pursua'n o the employment agreement desmbed below between Datapoint and Mr. Gnstaro :
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CASH COMPENSATION TABLE—FY 1986

Name of Individual or Capacities in | Cash(1)
Number of Persons ir Group . : Which Served . Compensation
_E.P.GISTARO......... S .. President, Chief Executive Officer ~ § 325,100
) o SR -and a Director : _
D D. BENCSIK...‘E..;.‘....._;..'..' ...... e Execunve Vice President, Oper- $ 228,400

ations, Chief Operating Officer
* and a Director

O B VCN BULOW ..... e " Senior - Vice Presuient Inter- = § 18.2,010

: ~national Operations .
R Af-HAHN..‘.t,;..A...'.; ............ SR " Senior Vice Presrdent Domesuc $ 170,810
LT ‘ - Marketing ‘
RS NOVAK........-;...; ................ e Vice Presrdent Manufactunng - % 155,040

“*~ All‘Executive Officers of Datapoint :
-+ ~as'a.Group ( 10:persons, mcludmg ‘ R 0 e o L
those named above)..r..,.,_;- ......... T BT g 5.7 : ‘81, 565 ,144

S Amounts shown exclude payment ‘incident to the: Jrelocanon of certain ofﬁcers in the followmg amounts
. Mrs Bencsnk 81, 659 Mr Hahn $17 746, all executive officers as a group, $54 374, .

The amounts ‘shown m the tables above as cash compensatton exclude certain expendltares by

i 73Datap01nt and its ‘subsidiaries’ which are or ma) ‘be deemed to be of some personal benefit to executive
: Vofﬁcers Datapomt after: reasonable inquiry, is unable  to determine: how ‘much of these excluded__-
‘expendttures were not dlrectly related 10 performance of Datapomt s business activities, but it believes that -

this amount, in the. appheable fiscal. year,. would not exceed the lesser of 10% of cash compensanon or -

. _~$25 000 for any 11sted execunve oﬁ'icer or for the average of all executive oﬂicers of Datapomt asa group L

B Dlrectors g

s Dlrectors who are employees of Datapomt receive no addmonal oornpensanon for servmg on the '
Board of Directors or its committees: Each director who is-not an employee of Datapoint receives fees as.

: "-1-~7follows -Each non-employee drrector receives an anrnual fee of $15,000, payable in quarterly 1nsta“rnents ;
Executive ! Comnnttee members receive an additional $5, 000 annual fee Committee Chalrmen receive an

addmonal $2 000 annual fee “Board members serving on more than one commtttee receive.an addmonal o
~_-'Sl 000. annual fee. Each non-employee director . also Teceives ‘a fee of $750 for each Board meeting

attended, SSOO for each’ committee meeting ‘attended: and- $500 for attendance at each ‘meeting on' E

‘ Datapomt business other than a Board or committee meeting. Each non-employee.director of Datapomt' o
18, at’ Datapomt § expense, provrded with $50, 000 of group term life insurance and $250,000 accidental
death insurance.  Each: non-employee director of Datapomt has the option to0 purchase, at his expense,

E coverage for himself and his dependents under Datapoint’s group medical and dental insurance plan. The

" ~ aggregate cost to Datapomt of such benefits for all non-employee directors for the fiscal years ended July '
27,1985 and July 26, 1986 was $706 and zero, respectively. Mr. Edelman became an employee of

-~ Datapoint on May 19, 1986 at an annual salary of $150,000 with normal executive management employee e
' beneﬁts . Prior to0 such date, he: was compensated as a non-employee dlrector :

Datapoint maintains a renrement plan and a retirement medical care ‘plan to cover non‘employee
Board members. Both: plans presently are purely contractual rather than funded, and are self-msured :
~ exceptthat retirees are requ1red to pamc1pate in Medicare parts A'and B. The retirement plan provides for
a maximum berefit equal to.a Board member’s annual retainer in effect on the date of retirement. A

-partial benefit will be paid’ directors with less than five years’ service, and-a full benefit will be paid to .
" directors with five or more years of service. The benefit will be payable for the greater of ten' years or life,
and in the event a retiree should die within ten years of retirement, the remaining benefit will be paid to his
estate. Renrement will be mandatory at age 70 for all directors who initiate their service on the Board of
Directors after July 31, 1983. -The retirement “medical care plan affords non-employee Board members,

" upon retirement, benefitsequivalent to those of non-retired employees under Datapoint’s group medlcal
pian On February 12, 1985, Datapomt purchased an annuity contract under which former drrectore Gene



K. Beare, Evelyn Berezm Harry G. Bowles, Wllham G. Kames Thomas. J. Klutznick, Dr. George

Kozmetsky and Dr. William C. Leone own individual interests in lieu of maintaining such non-employee

' directors’ retirement plan with respect to such persons. The cost of the annuity contract was $353,478.

- Payments aggregating $353, 478 were made on February 22, 1985 1o such persons to offsei the tax impact
“to-them of the purchase of the annurt) contract. :

- Stock Option Tabie

The following table shows as to the named executive oﬁicers, all current executive officers as a group
all current officers and directors asa: group, and all employees {1) the number of options granted August 1,

1981 through July 26, 1986 and the average exercise price thereof, (i) the net realized value (market

" value less exercise price). of shares acquired du'mg that period through the exercise of options, (iii) the -
. number of shares sold dunng that period, and (iv) the number of shares subject to unexeremﬁd options
~ held as of July 26 1986. . : & ;

Al

Onker
) . - Current o
Al - Officers . - All
Current. - sad Other
: : : Execuiive :Directors - Employees
T ) aa g e . Officers .. asa Active:
EP. DD 0.8 7 RA LR asa group or
Gistaro Bencsik. von Bulow. -Hahn Nevak group = - . {1) Terminated
Granted Augus: 1, 1981 1o July s _
26,1986 S : . e ol FE
Number ofOpuons 76 436(2) 67 904(2) 26 500, 36,500 22,326(2) 283,822(2) 73.934(2). - 1:585:320(2N3). .
“Average Per Share Exercrse Ry : o ey I _ R
] Price(3) .. G 53 137 5460 : $3 93, 8372 - 8497 $410 - . $5.23 £10:21. -
.- Exercised August 1 1981 ro;_ o S o Ea : ‘ SRR : B .
.+ July:26, 1986;
. ‘Net Value realized in. Shares : , O _
( market:value less exercrse T T e e : e ’ : Lo
price) (4).. sl $0s0 T T80, - $-0-; < 8.0 - $34.914. - §34.914 $87.606 $4.468,025
Sales August L. l981 ) Ju!y 26 - B P o
: Numberof'Shar"s ................. 25200 <0< <0- -0- 0. - Q- Qe “. "Not
o e ERIE S T : : A aRE PRRTES: - Available
r Outstandmg agJuly 26 1986 A f c T
Number ofOpuons..\...._ ..... e 76 436(2) 67 904(2) 26, 500 36, 500 RS 14 326(2) 2?5 822(2) 55.254(2) 366.5I6(’2 )

. ,1“Currem executlve ofﬁcers” and “currem ofﬁcem and drrectors refer () the persons holdmg such
" positions as of September 15, 1986. -All directors of Datapoint hold stock options subject to stockholder :
“approval at the Annual Meetrng See “THE 1985 DIRECTOR STOCK OPTION PLAN AND THE. .
- GRANT OF A STOCK OPTIO‘N TO ASHER B. EDELMAN” - Such opuons are not mcluded in- the j' _
- “ble. :
2 Excludes shares covered by opnons the exercise: nght to whrch has been warved in consnderauon of the -
issuance of special replacement opnons (mcluded inthe. table) at fair market value on their grant date of -

 May 2, 1985 ($3.136 per share, s adjusted, see “THE 1986 EMPLOYEE STOCK OPTION PLAN —

Prior Plans™) as. follows: Mr. Grstaro 76,300 waived, 61,986 replacement options; Mrs. Bencsrk 20,200 =
waived, 17,904 replacernem options; Mr. Novak 14, 900 waived; 12,326 replacement opuons ‘ajl current .

-  executive officers as a group. 132,300 warved 109,572 replacement options; all'other current officers and

directors as a group, 36,600 warved 29 334 replacement opnons, all other employees -359,315 wawed .
288,820 replacement options. . )
31,195, 480 of such shares were purehasabie under non~qualzﬁed stock options’ at an average exércise pnce '
~ 0f $10.20 per share (does not reflect exercrse price adjustment with respect to certain of such optrons after -
~July 28, 1985).
~ 4Reflects reduction of exercise pnce of all options: outsrandmg at July 28, 1985 by mumphcauon of each T

respective exercise price by.2181391 to reflect the: spm-oﬁ' of Intelogic Trace, Inc. .- ‘
* SMarket value based on closmg price of Datapoint Common Stock for New York Stock Exchange :

* __Composite Transactions as reporied by the Southwest Edition of The Wall Street Journal for the later of - .
{a) the exercise: date or (:b) the date the recrprent became entitled wrthout further commgencres lO retain
such stock. .
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' o penods

Emp[oyment Agreements

In order to retain the services of key personnel during a pertod of perceived uncerntainty concennng
- +-the future ownership of Datapoint, on January 15, 1985 Datapoint entered into retention arrangements _
- with thirty-four officers of Datapoint, including all persons, except Messrs. O’Kelley and Gistaro, listed in
-the fiscal year 1985 Cash Compensauon Table, and all other executive oﬂicers thén employed bv :
. -Datapoint. - Such retention arrangements were amended on January 29,1985, “Arrangemerits between :
-Datapoint and' Messrs. O’Kelley and Gistaro are described in later paragraphs detailing their' amended -
employrnent agreements. With respect {J Mr. Shapiro, Mr. Hale and Mrs. Bencsik, and nine other ﬁscal
“year 1985 evecutwe ofﬁcers ‘the mcenttve ratention agreements, as amended; among other things:

(t) provtded for payment of an mcenttve retenuon bonus equalling 30% of base salary :
_© "(determined as of the date of execution of such agreement) should the executive officer continue in
. the employment of Datapomt through the. date of a deﬁned “Change in Control” -

(i) - provided that 1f dunng a penod of one. year followmg a defined “Change in Control” (a)
-an officer’s: employment should' be terminated by Datapomt without. HCause” (as defined below),
‘with less than two years’ notice, the ofﬁcer would be paid a lump-sum amount equal to'base salary for

k ;the penod from the effective date of 'such termination through two' years’ following notice of - i
" termination and the ofﬁcer s berefits would be continued for such period, or (b) the officer voluntanly 2

- should leave Datapoint for “Good Reason” (as defined below), the oﬂicer would be patd such iump-‘ i
. osum. amount and will receive such contmued benefits; and i -

(ut) prowded upon the occurrence ofa Clhange in Control for acceleratton of the exerclsabthty Ly

: ‘of all outstandmg opnons granted at least snx months pnor to such Change in Control. -

thh respect to the remammg twenty-two oﬂicers oovered by retentton agreements such agreements

L as amended provrded for the same: -arrangements as described in the foregoing subparagraphs (i), (ii) o
' -jantt (m) except that the two-year nouce and base salary payment penods were llmlted to one- year -;3-_»

o ;}above, “Good Reason” “was definedas:- (1) any material: change in the officer’s duties, responsrbtltttes or' .

' authonty, as they existed 1mmedtate]y prior 10 the Change in Control or (ii) any reduction in the oﬁ"tcer 'S
‘base compensauon ‘as-it extsted 1mmedtately -prior:to the: Change in Control, and “Cause” as: nusconduct
- by the officer. Pursuant to the Settlement Agreement entered into between Datapomt and the Edelman
'Group dated March 15 1985 a*‘Change | in Control” of Datapomt within the meaning of the referenced
- ‘agreements occurred as of that date, whereupon the, exerCtsabthty of officer stock opttons was accelerated i
"and the incentive: retentmn bonuses were patd ' L '

Y Datapotnt entered into separate employment algreements w1th Messrs. O’Kelley and Gtstato dated =
: January 1, 1978 and February 29, 1980, respecttvely, which, ‘as amended, provided. for and. governed

For purposes of the agreements between Datapornt and each of the thmy-four oﬂicers referenced e

_ 'Datapomt s employment of such otﬁcets uniess termtnated by either the officer or Datapomt Each such. ¢
- -agreement was amended as of. January 5, 1985 to continue for an rndeﬁmte term and to provide that upon ./
: .‘termtnauon of the oﬂicer s emptoyment by Datapomt wnhout three years' notice, or by the officer, within
: _:‘twelve ‘months after the occurrence of a Change i Control (amended in Mr. Gistaro’s agreement to thtrty

months), he shall be entitled 1o ‘termination oompensanon -equal to three 'vears’ compensation at the
highest annual rate earned by him wathm the five years preoedmg such termination, as well as three years’
“benefits, except--for. performance related’ benefits, to which' he would ‘have been “entitled: ‘had hist
“employment not ‘terminated. . Furthermore, the agreements between: each of the officers and Datapomt«-
. provide that in the event any such officer’s employment termmates the exercrsabtlny of that otﬁcer s then-
outstanding stock options will be accelerated, subject to certain limitations appearing . in the stock option
- plan(s) under which the options were granted, to the date that notice of termination of employment i
- given by Datapoint or that officer. - The minimum annual base salaries - specrﬁed by the foregomg '

- agreements are: Mr O’Kelley, $300 000; and Mr. Gistaro, $200 ,000.

In connectton with the Settlement Agreement Mr. OKelleys employment was termmated by

Datapomt eﬁ'ecttve March 15 1985 at which ttme Mr O’Kelley s annual base salary was $330, 000
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* Through March 15,1986, no more than $2.476.550 had been paid, or was committed to payment, to -
oﬂicers pursuant to the referenced employment agreements ‘excluding amounts realizable upon exercise of '
. opt.ons March: 15, 1986 constituted the end of ihe one-year period following the Change of Control -
= ‘recognized by the. Settlement Agreement and all of the foregoing reteation agreements. (or portions -
'thereof ) whtch were still potennally operative by reason of the Change o Control terminated, except-as
noted wrth respect to"Mr. Glstaro s agreement and except that Mr. Shapiro’s agreement was extended to° -
o September 15 1986 with’ the terrmnatlon payment provrded for reduced by salary camed after March 6.
”;jl°86 i % : e S : i
“ " Pursuant 10 Mr Grstaro s emproyment agreement &, OOO shares of Datapo.nt Common Stock were' l
e 'sold to him;-at a price equal o the closing price of such stock for New York Stock Exchange Composrte L
oy ‘Transacuons as reported by :the Southwest- Edition of - The Wall Street Journal, for the date of his -
agreement ($27 75.per share). The eonsrderatron for the shares purchased by Mr Gistaro consisted of a~
l‘-/cash down payment ‘of 5500 equal to the par value of the stock, and promrssory notes, bearing-an annual '
‘Jﬁ’f"mterest rate of 10%, which mat senally and in: equal principal amounts of $44,300 on the first through -
. fifth ‘anniversary dates of ‘the original Zgreement.’ Provided ‘that Mr. Gistaro- has not breached his
I ernployment agreement Datapomt agreed 10 pay him ‘an annual bonus equal to the prxnczpal amount of
G }each Tote as- rnatures “Such bonuses are in addition to any other sums which mrght be payable to Mr.

' _Gistaro pursuant 10 any’ other ‘compensation arrangement or plan of Datapomt The largest aggregate:,
‘amount of Mr. G1staro s total indebtedness 1o Datapomt as described above, during the fiscal year ended S

o 5July 27 1985 was $44 300 and such tndebtenness was: fully extmgurshed as of March 1, l985

The emptoyment agreement of Mr. Grstaro provrdes that in the event of his dlsabtlity he wrll reccrvei" i

: ran amount equal to his base salary for one" year, less bent.ﬁts otherw1se payable under Datapomt s long- S
" ‘1.-‘:}“-.term dlsabthry plan and Soc1a1 Secunt Y- beneﬁts : : : b

] Pursuant to their- respecnve employment agreements Messrs O’Kehey and Gtstaro were enntled o
- receive annual supplemental retirement benefits, in"addition to any benefits payable 10 them under the

: Social Secunty Program or Da'apomt s Reurement lncome Plan, based upon formulae set forth i in ‘such’- .
: ffi_:agreements ‘With: respect to Mt Gts*aro, such formula provrdes for payments of: (1). 200% of azerage: ey

- base salary. and 50% of: average benus paid over ‘the last five:’ years of employment (i1) reduced: by-‘:‘_
'_‘Datapomt Retirement Income Plan znd primary Socral Securny beneﬁts payable; (iii) multiplied by a..
fpercentage equal {o the total of 1.6% per year. for! each year. of Mr. Gistaro’s. employment Based upon..

- and! retirement at age 65, this supr =mental ‘annual benefit would be $62; 473 for Mr Gistaro. Such

- 'such’ formula and 120% of 1 current compensation, and assummg a $9 000 annual Social Security bcneﬁt.‘" :

L'supplemental reurement oblrganon » Mr. Glstaro was assumed in: part by an annurty purchased by; o

',Datapomt dunng the fiscal year 198 at a cost of $84, 597 wnh respect to Mr: Glstaro plus an additional
384,597 in: tax—oﬂ”setnng payments 1 Mr. Grstaro (Such amounts are included in the fiscal year 1985
4 ‘,,Cash Compensauon Table. ‘herein.) This annulty provides for. the payment of $59 216 to Mr. Gtstaro.

“‘1_ : annually upon his reachmg age 65. To the extent. that the above referenced formula mrght call: for annual L 4;:

i ireurement payments in excess of the annuity: based upon Mr Glstaro s future compensatton and service to

~“‘age 65, - such excess shall be a separate obligation of Datapoint. In addition, in the event of the death of

- Mr. Gtstaro ‘while emploved by Dat:nomt his desrgnated beneficiary will’ recetve his base salary fora

pericd of one year.. In< fulﬁllment i its obhgation to provide supplemental reuremcnt benefits to ‘Mr. _
;O’Kelle} on February. 12, 1985, Dz -point purchased an annutty contract at a cost of $567 361 and made
'zf‘a tax-offsetiing payment to- Mr O%K: lley, in the same amount. (Such amounts are mcluded in the ficzal

" year 1985 Cash Compensauon Tabiz herein.) Fmally, pursuant 1othe emoloyment agreements described:™ .

-above,: Datapomt or!gtnally ‘agreed to provide ltfe insurarnice pohmes pavable to the. designated benefi-
_ ;manes of Messrs. O’Kelly and Gistzro. Benefits 10 be provrded 10 the designated beneﬁmanes ‘of Messrs.
S ',‘O’Kelley and Gtstaro under the Execunve Beneﬁt Plan are’ suppiememed by. life “insurance pohcresf
- purchased by Datapornt of total face-amounts of $550, 000 and $400,000, respectively, for which Datapoint .
“‘during the fiscal year ended July 27, 1985 paid premtums of $3,004 and $1,436, respectlvely,_Datapomt
“ ~paida premtu'n of $2,428 for Mr. Gistaro’s life i msurance during the fiscal vear ended July 26, 1986. The; :
. entire amount of M. Gistare’s supplemental msurance is term life insurance. A poriion of Mr. O’Kelley’s :
supplemental i msurance was whole life insurance, the premlum for the: term pomon of Wl’llCh was pald by
.‘_Datapomt ' : ol A S
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On April 4, 1985, Datapoint entered into an employment agreement with Mr. Hahn which provided -

- that should Datapoint terminate his employment on or before April 4, 1987, he would be enttled to

- recc.ve the greater of his base salary {$165,000) and benefits through the latter date or six months’ base
. salary and benefits. SRR e R A L '

SR | On May 24, 1'985;,fData'pfo’irit‘;cr;'téréd;"imo an employment agreement with Mz. von Bulow which
'~ +provided that should Datapoint terminate his employment, or should he terminate his employment for.
‘certain defined reasons, on

e « on or before-May ‘ :
. salary (8154,000) and benefits through the latter date or one year’s base salary and benefits; after May 24, -
1987, Mr. von Bulow will ‘Teceive one year’s base salary and benefits should his employmen: terminate -
~‘under such cir“cumstanc'czs.,_*f:_:’.-‘-  DTN R N
R --.f()n-,’.Janua'ry,";??;*5986;Détapoi’m"em"ered; into an employment agreerent with Mrs. Bencsik: for. an.
. indefinite term at a minimvm base ‘salary of $200,000. In the event ‘Mrs. Bencsik terminates " her -
- employment at any time for. any reason’or in the event that Datapoi
- time without “justifiable cause” (defined principaliy as' demonstrable dishonesty or ‘moral turpitude
- directly relating to the business of ‘Datapoint or a maierial breach of the agreement), the agreement, as.
- ‘amended, provides that Mrs. Bencsik. shall be entitled to receive her full base salary ‘and benefits fora*

 annual supplemental retirement benefits, which vest 10% per year with each year of employment, equal to.
atleast 25% of the:average of ner last threg--ygars’fv"sjalarxifprior'ft_o';re,tirg;xjei;t.\ AVERS :

EEE S

; id_gséifitiéd*"‘gbofg; Dataporn
‘including: Mr. Gistaro, Mr.

-entitléd 1o receive his full ‘salary and: benefits.fora period of one year from such termination,. The =

Management Incentive Compensation Plan

 In 1973, the Board of Direcrors adopted the Management Incentive Compensation Plan (“MIC™).
Wi ~amended, can provide officers with annxal cash bonu '

Committee is eligible for awards under MIC. The Board of Directors’ will, with respect to each year,

"+ establish the amount of the appropration; if any, which the Board deems advisable or desirable. to be

~ 'made to the M:ahagékne'nt;«f‘I_the_ﬁti’,\‘f{gé";Coﬁ;ﬁensatf n.Fund for distribution to. such employees 2s may be |
 selected by”th’é,;-Managemémf':Cqmﬁehséﬁm,f and Stock Option Plan Committee for Participation in MIC

. with respect to that year. An appropriation to the Fund shall be made only by the Board of Directors of =
. Datapoint. In 1978, the Board of Directors stipulated that in no event would an appropriation to the Fund

be made which wouldm;‘éd‘uﬁc_&gj-’brq-:t‘ax_«‘r‘emm 'LonA,i{nyéSted7¢fapital‘bék_)w; 8%.
' The Board of Directors set aside furds for the payment of special individual performance bonuses in -
7 liew of MIC (under which the 8% pre-tax return on invested capital had not been met) for fiscal 1982.
. Similar bonus pools of $1,500,000 and $800,000 were authorized for fiscal 1985 and 1986 in which years
.. the 8% requirement had n ‘ > ac Onuses wer
- determined on an individual basis based upon each beneficiary meeting: ‘exceeding certain individually
_established goals and objectives.  The following ‘amounts ‘were paid to the following named executive
“officers for fiscal 1986: Mr. Gistaro, $50,000, Mrs: Benesik, $50,000, Mr. von Bulow, $35,000, and Mr. ‘
~Novak, $25,000. " Such bonus payments for the fiscal year ended July 27, 1985 to the named executive -
“officers and the executive officers as a group are included in the Cash Compensatibﬁ Tablg::;. :

24,1987, he would be entitled to receive the greater of his base .

nt terminates her employment at any * -

. period of two years from such termination. " The agreement also provides for Mrs. Bencsik to receive

7" Upon the March 15, 1986 expiration of the retention -agreements datec January 15, 1986 and’
1 wtered into employment agreements with seven present officers (not
| jistaro, M apito, Mr. von Bulow or Mrs. Bencsik, but including Mr. Novak). which. .
provide for their employment for an indefinite term and with functions, duties and responsibilities at least
- equal to those e date of the agreements. In the event that Darapoint terminates the employment of -
~ any such officer without “cause” (defined principally as fraud,theft or embezzlement at the expense of = .
- Datapoint or a material breach of the ‘agreement), each agreement provides that the ‘officer shall be

“ aggregate base compensation covered by such anrangements as of September 15, 1986 was $727,500.

- which, as: amended orovide officer ‘al cash bonus awards in addition to regular salaries. =
. MIC is administered by the Management Compensation and Stock Option Plan Committee of the Board -
.. of Directors, comprised entirely of directors who “are:not employees of Datapoint. - No member of that

© appraise the overall performance of Datapoint in the attainmeént of profit and ‘other objectives and

t been met. The actual amounts payable under such performance bonuses were -



" ‘Bonus awards dunng the penod August 1, 1981 through July 26, 1986 10 MIC participants (whxch
include the special bonuses described above) were as follows, respectively: Mr. Gistaro, $425,000; Mrs.
Bencsik, $159,006; Mr. von Bulow, $35,000; Mr. Hahu, $16,500; Mr. Novak, $90 000; all current executive .
officers as z group, $732,000; and all other  current officers and directors as . a group,
-$244,000. Dunng the period August 1, 1981 through July 26, 1986, bonus awards to all other MIC"

i - pammpatmg officers and employees as al group amounted to $5 309,180.

- Executlve Performance Award Plan :

In 1978, the Board of Dtrectors approved and the srockholders ratified, the Executive Performance

, Award Plan (the “Performance Plan”) for key executives of Datapoint and its subsidiaries. - The :

Performance Plan is administered by the. Management Compensation and Stock Optton Plan Commtttee :

e of the Board of Directors, comprised ‘entirely of directors who are not empioyees of Datapomr No

‘member of that Committee is. eligible for awards under the Performance Plan. “Such awards are in the

¢ form of performance units.’ ~The performance ‘units undzr each three—year Performance Plan period .
(“Performance Perrod”) will have a varying cash value at the ttme of payment, dcpendmg upon the extent
‘ to which’ Performance Period objecttves are mPt Such objecnves relate to Datapomt s achievement of

certain’ performance goals measureo in‘terms of enher cumulatwe earmings pe" share or return on invested -

- capital over :any one’ three—year Performance Penod " The Committee, at.the beginning of each .
Performance ‘Period, estabhshes the objecttves that will be used 10 measuge. performance dunng that =

penod ‘The Commtttee ‘may not, among other thtngs (i) set'an objective based on a’ pre-tax return on .

. =caprtal at'less: than 8%, or decrease an establrshed obJectlve below that level, (n) set an- objective based

A _§upon fuily dtluted cumulatwe earnings per share for any Perrormance Period equal to an amount less than i

the fully dtluted net earnings per share for the fiscal year rmmedtately preceding the commencement of the - e

Performance Penod compounded at a rate equal t0 5% per annum for the duranon of the Performance

o -~ Period, or (i) make contingent awards under the Performance Plan, the aggregate value of whrch inany .

: * fiscal year, exceeds 10% of Datapomts average annuval income before taxes for the ﬁve-year period
- immediately’ precedmg the ﬁscal year in ‘which such oontmgent awards aré: made In connection with the -

L ;Performam:e Plan, stock options’ whrch do not become exercrsable for three years from the date they are
o ,"granted may also be made S Wi S e

e T‘ae Commtttee ‘in 1ts drscretron, can make contmgent awards in each ﬁscal year. Accordmgly, each L

paruetpart in the Performance Plan ~may, from tume to- ttme, hold more than one: contingent award. e

. Awards are pard in cash as soon as practrcal after ﬁnancral statements have been certlﬁed by Datapoint’s :
: ,cemﬁed sublic. accountants and all other:necessary financiai data relatmg to the completed Performance .

: ,Penod is received.  Noindividual award payment can exceed 150% of the product of the number of
g performance units awarded and the closing price per share of Datapomt Common Stock on the New York: ©

- Stock Exchange on the first day of August of the year in which the award is made ‘Cash payments under -
the Performance Plan have been made only once, for the Performame P=-od of fisca! vears 1979 through
- :.1981 These ‘Dayments: were made during fiscal year 1982 to. a group of nine oﬂ‘icers and empioyee;" :

> drreetors in a total amount’ of $484, 312. included in thrs amount are the followmg amounts for the listed
- ‘persons and groups: M1 ‘Gistaro, $55, 350 all current éxecutive officers as a group, $55,350; and all current

~‘officers and directors as a group, $55, 350, Mr. von Bulow Mr. ‘Novak, Mr. Hahn and Mrs, Bencsik were -

" not Eerformance Plan participants in the 1979- 1981 Performance Plan No payments have been made N

. " ‘f»’:,,f‘:under the Perfo mance Plan smce 1982

T nxecume Beneﬁt Plan

Efl‘ecttve November l 1980 the Board of Dtrectors adopted the Execuuve Beneﬁt Plan (“EBP”) in-

;order to provide certain insurance. beneﬁts to a.select group of management employees who contnbute .

~materially to ‘the cortinued. growth, developmem and fuwre business success of Datapoint.  The -
,'Managemem Compensauon and Stock Optior Plan. Committee of the Board of Directors selects the EBP -

.. participants and is respon51ble for the administration of such plan. - In general, in the event an EBP -

- -participant dies while in_ Datapomr s employ, his desrgnated beneficiaries will receive an amount equal o
three or four ’rmes the partrcrpant ’s base salary, payable in monthly mstallments over six or erght years.
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To meet its oblrgauons und.,r the EBP, Datapornt has obtamed lrte insurance poiicies on the life of eachl

. -patticipant:- Datapoin: - paid the following amounts in connection with the E3P and its predecessor

‘insurance plan from August 1, 1981 through July 26, 1986; Mr. Gistaro, $35.450; Mrs. Bencsik; =
$13,156; Mr..von Bulow, $2,992; Mr Hahn, $4,485; Mr. Novak, $8, 277; all current executive officers as a

‘. group, $"2 286 and all other current ofﬁcers and directors as a group, $3l 010. :

o Retrrement lncome Plan .

= Datapomt mamtams solely at ts: cost a Renrement Income Plan (the “Retirement Plan™) for its
e domestlc officers and employees The amounts mcluded in the Cash Compensation Table do not include:
- any compensanon attributable to the Ret1rement Plan. Pension payments are based on the average base .
i salary of the hrghest consecutive five out of the last ten years of an employee’s service, subject to reduction
S based upon a portion of any Sociai Secumy benefits recewed Therefore, the amounts reported in'the Cash
: Compensatton Table, which are nat limited to base salaries, exceed the oompensanon covered under the
Renrement Plzn:...Annual beneﬁts ‘payable under the Retirement Plan ‘equal 40% of the. final avcrage .

B earmngs dunng such ﬁve—year penod less one-half ‘of projected Social Security beneﬁtc mulnphed by a
L fraction consisting of years of service (numerator) over 30 vears {denominator). Pa“ﬂctpants have the
~ootion to take early retirement as early as‘age 55 with reduced benefits. Several methods of settlement. are:

o avarlable under the. Retirement Pl(m Dnectors who have not been ofﬁcers or employees of Datapomt do-
- not: parucrpate in.the Renrement l’lan See “Compensauon of Directers.” *The maximum amount payable
'under the Plan is $90, 000’ per year to. each retiree. - For mformatlon regardmg supplemental retirement

‘.lbeneﬁts payable or pald 0 Mf SSTS. 0 Kelley and Gtstaro and Mrs Bencsik, see “Material Employment : £

o "'\Agreements

Assummg that an employee 1s entltled 10 an annual Socral Secunty beneﬁt of $9, 000 for retlrement at

age 65, the table below illus trates the additional amount of annual pension benefits payab]e by Datapoint...i .

. asa renrement beneﬁt toa person in the spemﬁed average salary and years-of-servrce classifications. The
E ‘average remuneratlon covered by the Retrrement Plan for the fiscal year: ‘ended July 26,1986, and the’

el credited: years of service of tlxe persons named in the ﬁscal yeal 1986 Cash Compensauon Table, are as '

;yfollows ‘Mr. Gtstaro, $195 OO@ 13.1 years, “Mrs. Bencsﬂ( $113,635, 3.7 'years; Mr. von Bulow $]04 569,
L1 years Mr Hahn $l65 000 3 years; and Mr Novak $86 300 47 years - : : '

S “'-The Reurement Plan was mended eﬁ‘ecuve ‘kugust l 1985, pnmanly o mcorporate changes
e mandnted by recent legrslauon.w\ ~Assets’ totallmg '$1,360,000, the amount actuarially determined to
, 'ﬁ‘oorrespond o the interest of employees terminating their employment ‘with ' Datapoint to Jom Intelogrc
Trace, Inc (“Intelogrc”), were. transferred from Datapomt s Pensron Plan to lntelogrc

. Five Years . S ‘:,"ff YearsofSen'lce i

Avemge Covered. ... e i ‘
‘" 'Compensation’ .~ .. 18 - oo _19_ S __25_ 30
8100000 $17,750 - $23,667 ' $29,583 . $35500 -
© §150,0000 - $27,750°  '$37,000 . $46,250 . 55,500
~$200,000 . '$37,750 - $50,333  '$62917 - $75500

C$250,000 . 847,750 $63,667  $79,583 - $90,000

~$300,000.  $57,750.  $90,000 . $90,000 - = $90,000
. $350000 . $67.750 ~ $90,000 ©  $90,000 - '§90,000

;i $4oo 000;%; *,_7_‘.".577 750 o 390 000 - j$9o 800 - - $90,000

o These arnounts are presently restrtcted by provtsrona of the Employee Renrement Income Secunty Act:
R of 1974 (“ERISA”) ‘without ad_;ustment for future cost-of-living increases. Effective January 1, 1983,
" ERISA limited future benefits to. $90,000 per year for all affected mdmduals For additional benefits
"payable 10 ‘those persons. contractually eqntled to receive supplcmental ret1rernem income from the =
: Company, see “Employment Agreements :
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: 'Certam Relataorrshlps and Relared '!‘ransacnons .

~ Pursuant to the Settlemem Agreement Datapoint agreed to pay the Edelman Group’s actual expenses
~incurred to third parties in connection with-the Edelman Group’s investment in Datapoint and'its consent
solicitation up to a maximum of $1,500,000. $l 150, 295 of such expenses were relmbursed by Datapornr
durmg the ﬁscal year ended July 27,1985 .

- Pursuant 10 the Settlement Agreemenr Datapornt retamed _Arbitrage, a company controlled by Mr.
:Edelman, as a financial adviser for a fee of $150,000. The Settlement Agreement further provrdes for the .
. paymentto Arbitrage of an additional fesof 0. 5% of the amount of the aggregate mnsrderanon (excluding
. debt assumption) payable 1o Datapoint or its stockholders in the event of any sale, merger, consolidation,

b tender offer or similar transactlon involving substanually all of the business, assets or stock of Datapoint, or

“any sale ofa subsrdrary, division or assets of Datapomt Such additional fee was agreed to be reduced to
- 0.1582 5% of aggregate consideration with respect to any spm-oﬁ 10 Datapoint’s stockholders of any equity .

“securities of any subsidiary of Datapoint. ‘With respect to the July 28, 1985 spin-off to Datapomt s -
stockholders of the shares of Inrelogrc, such fee oblrgauon was assumed by Intelogrc ‘

Pursuant to an agreement ‘dated . February 20 1986 Datapomt retained Arbmage to perform
_' investment advisory and financial management services with respect io a portfolio of i investments funded
* with-$20 million which in the judgment of Dataporm s Board was not currently needed for Dataporm s
u'operauons " Arbitrage is to receive a. management fee equal to 25% of the net gains realized' by the
‘portfolio. - The amount.of such. fees earned during the ‘fiscal year ended July 26, 1986 was $27l 000
‘{j‘yDatapornt also pays Arbnrage an annual tax advrsory fee of $25,000. '

' During the fiscal years’ ended July 27, 1985 and July 26, 1986, Datapomt paid Mr. Kail $13.333. and“
$6() 000, respecuvely, pursuant 10 a2 management consulting arrangement provrdmg for a month]y fee of :
’ .'$lO 000 This .arrangement was’ termmated after January 1986 : Gl :

: Umted Stockyards Corporauon ‘of which Mr French is. Charrman of the Board ‘a drrector and 'l
: Presldent Mr. Edelman'is Vice-Chairman and.a dlrector and Messrs Mandigo, Stevenson and Sutherland

<o are also dlrecrors ‘has been. retamed by Datapoint to provrde real estate consulting services for a monthly
o feeiof $25 000 (reduced (<3 $10 000 monthly from September 1986). The consulting arrangement is

- :,'termmable by either party. upon one month’s notice. During the fiscal : yearf ended July 27, 1985 and July -
26, 1986, Datapornt pa1d Umted 550 000 and $300 OOO respectrvely, pursuam 0. this consulrmg:

arrangement S

AAA Jerstar isa corporanon of whrch Mr Edelman is the sole stockhoider Datapomt has, from time

- ‘to ume, chartered a jet aircraft from AAA Jetstar for use-in business travel: ‘During the fiscal: years ended

* July 27, 1985 and July. 26, 1986, Datapoint paid AAA Jetstar $140,756 and $103,000, respectively for
'?%charter service. atmbutable o travel on behalf of Datapomt by Mr. Edelman, other drrectors, Datapomt .

o employees Datapomt attomcys mvestment bankers and support personnel \

- On’ September 3, 1985 Mr. Edelman presented to the Board a’ proposal for.a leveraged buy—out of =

: :’j-Datapornt at' $6.00 ‘per. share and a Merger Agreement to efféctuate such buy-out was approved by the
~Board and" executed on November 21, 1985 "If consummated, the transaction would ‘have resulted in :

s 'Datapomt 9 bel nga pnvately owned company. oontrolled by a group inciuding each present member of the ’

s Board of Directors and members of Datapoint’s senior management.. The proposed leveraged buy-out was -
o terminated on. May 6, 1986, and, pursuant to the ‘terms of the Merger Agreement, Datapoint paid -

i »approxlmately $72 000 of‘ the costs and expenses mcurred by thls group in connecuon with the proposed

‘f"transactlon ' ~ : : s :

M Edelman is+ Charrman and Messrs Grstaro Karl Mandrgo and Stevenson are drrectors of B
Intelogrc, Datapomt s former. domestic customer service subsidiary, comprising. five of Intelogic’s nine-
- person board of directors. As such, they receive oompensauon and/or beneﬁts from Intelogic. ' Also, these
five ‘directors ‘may be deemed to beneﬁcrally own, approxlmately 16% of Intelogic’ s.common stock and

* approximately 12% of Intelogic’s preferred stock. In addition, they and certain officers of Datapoint,

‘including Mrs. Bencsik, have options to purchase sharas of Intelogic common stock equal in the aggregate
10 approxlmately 2% of the amount presently outstanding. -Such Datapoint officer options for shares of -
Imeloglc are not: exercrsable unless the of'ﬁcers remam employed by Datapomr unnl August 198‘7
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- Since the" spm—oﬁ' of Inteloglc. Datapomt has engaged in, and continues to engage in, various -
transacnons with Intelogic. Certain’ of these transactions result from the spm—oﬁ' such ‘as the need 1o
" continue to share certain services (prmc1pally telephones) and the sublease of space which could not

- agreement: entered into at the time of - the spin-off and relate to the ordinary business operations of both

' Datapoint and’ Intelogrc For the fiscal year ended July 26, 1986 Inteloglc paid Datapoint approxrmately‘ :

it \'$l4 111 ,000 for. eqmpment and field support spares, royalues and expenses and Datapomt pald Intelognc
e _appro:umately $7 146,000, prrmanly for services and sales.”

S ©0On June 13, ‘1986, a hmlted partnershlp of wh;ch a: wholly owned subsxdrary of Datapomt was the sole |
o general partner commenced ‘acash ‘tender offer for. all of the outstanding shares of common stock of

?Q;Kaﬂ and Mandigo, and several entities' in: whrch members of Datapomt 5 Board of D1rectors had an .
.,mterest This parmershlp was drssolved upon'termination of the tender offer on August : 22, 1986 pursuant
“to a settlement and purchase agreement under which the parrnershxp was rermbursed certam expensesand-

7$6 000,000.

OUTSTANDING VOTING EQUITY SECURITIES

BN 'I‘he f‘ollowrng rable sets forth the ownershlp of :hrectors and ofﬁcers of Datapomt Common Stock as f i
"qf'of‘iSeptember 155{1,986 bt = Ran c R

Cornmon Shares ‘
- Beneficially ;. Percent of |
0wned(2)(3) Class ;

Dogpss e

| 26495004 148%
R
123 g2 ¢
SEE =07 *
Officers. and Drrectors of Datapom e e S L
Group(ls persons) ; 2,865,380 o 160%

e ;Indrcates less than l% ownershlp i S i UL
: -"_",,\The drrectors'had ole votmgf«and mvestment power over the shares of Stock hsted above except asf:%
.. otherwise noted.. G ' ' : ; o
V'As of: September 1986,- ofﬁcers and drrectors of Datapomr owned beneﬁually pnncrpal amoums of :

- §100, 000; Mr Karl '$10 OOO; and: ofﬁcers and: drrectors asa group, $110,000.

roup.is current as of September 15,1986, and inciudes shares. which may be

deemed to be beneﬁcral]' owned by such persons by reason of stock optrons currenrly exercrsable or Whlch

: .:yowned by reason of such opuons are as follows Mr. Gistaro, 76, 436; Mrs: Bencsik, 24,154; and officers
.and directors of Datapoint.as 4 group, 130 634 In ‘addition, all directors of Datapoint:-hold stock options

L -Grant of aStock Option to: Asher B Edelman” “Such options are not: mcluded in-the table :
3 Asthe controllmg general partner of each of Plaza ‘Asco’( the sole general partner of Arbitrage), Dart,
s Minor and Hehx, Mr ‘Edelman: may be: deemed to own beneﬁcrally the 830, 000, 191 100, 465,700, 199,500

= and 1 OOO shares held respecnvely, _by each of such partnershlps for purposes of Rule l3d 3 under the

: (Fonmores commued on followmg page)

‘v.otherwrse be assigned 1o Intelogic. 'All such transactions are billed to Intelogic by Datapeint at its cost. All
other transactions between Datapomr ‘and Imelogxc have been pursuant to. a master maintenance -

" Fruehauf. Corporatron (“Fmehauf”) The hmrted parmers of this partnership included directors Edelman s

. sold:the Fruehauf shares whrch 1t held for. cash resultmg ina net gam 10 Datapomt of approxlmately i

5-'1'?“-;Datapomts 8%% Convemble Subordinated | Debentures ‘due. June 1, 2006 as follows Mr Grstaro =

2The. mformanonset fonh above as to shares of Datapomt Common Stock owned by the: nommees and e ‘i :
- may become. exerc1sable within 60 days of that date.  The number of shares deemed to be. beneﬁc1a11y

| “subject to stockholder approval at the Annual Meeung “See “The 1985 Director Stock Option Plan and the



- Securities Exchange Act of 1934. Mr. Edelman has sole votmg power and sole investment power over an
- aggregate of 2,137,500 shares, ‘which include the foregoing shares and 450,200 shares held by investment
accounts over which Mr. Edelman exercises investment discretion. - As a trustee of the United Stockyards
Corporauon (“Unned”) Retirement. Plan, the Datapoint’ Retirement Income Plan and the Intelogic
~Retirement Income Plan,” Mr. Edelman may be deemed to own beneficially, and share voting and
_investment power over, the respective 32,000, 165,000 and 15,000 shares owned by such plans, which
“shares are included. Also included are 300,000 shares owned by United, which is controlled, in significant -

" pan, directly or indirectly, by ‘Mr. Edelman. Messrs. Edelman, French, Mandigo, Stevenson and

"Sutherland are directors of United. By virtue of an investment management agreement dated January 2,

'_ - '1986 between Arbitrage and United, Arbitrage has the authority to purchase, sell and trade in securities on
- behalf of United. . Arbitrage may be deemed, therefore, to be the beneficial owner of, with shared

investment but no votmg pOWer over, the 300,000 shares of the Cornmon Stock'owned by United. When
such shares are totaled with the shares owned by Arbrtrag;e, they comprise 491,100 shares.: ‘Excludes 7,000

~shares beneficially owned by Mr. Edelman’s daughters in"accounts for which their mother, Penelope C. y

,Edelman is ‘the .custodian and 14,700 shares owned dlrectly by Penelope C. Edelﬁan Mr. Edelman ‘
. disclaims beneﬁcral ownership of these shares.

o +Mr. French is Chairman of the Board of United, which owned 300 000 shares of Datapomt Common' o

Stock: as'of September 15, 1986 Mr. French is also a limited partner in Dart and in Arbitrage, which

.owned 465,700 shares and 191, 100 shares of Datapomt Common Stock, respectively, as of such-date, and '

ds:a trustee ‘of the United: Renrement Plan and the Datapomt Renrement Inoome Plan which own 32, 000' &
“and 165; 000 shares, respecuvely

5 Dixie Services, Inc., of which Mr. Stevenson is Presxdlent is a limited partner in Dan which: owned- SR

465,700 shares of Datapomt Common Stock ' as of September 15, '1986. Capcor, Inc., “of which Mr.

' Stevenson is President, is a limited partner in Minor, which owned 199,500 shares of Datapoint Common -

Stock as of. September 15, 1986. Mr. Stevenson is. a trustee of the United Renrement Plan and the

- Datapoint and lnteloglc Renrement Income Plans whlch own 32 000, 165 OOO ~and 15,000 shares ' . i)

respectively. - )
"6 Mr. Sutherland is a lrmrted partner 1n Dan whrch owned 465 700 shares of Datapomt Common Stock as-_ '

of September 15 1986

CERTA]N LEGAL PROCEEDINGS

Arbrtrage Plaza and another limited pannersmp of wluch Asher B Edelman was the sole generalf

' panner were: the defendants in an action commenced on February: 28, 1983 by the Securities and Exchange B
Commission (the “Commrssmn”) in United States District Court for the District of Delaware (Civil Action .~

No. 83- 113) in which the Commission alleged that such partnerships failed to amend their Schedule 13D
filing with respect to Canal Randolph Corporauon to disclose certam mformatron whach was requlred to'

- ‘be drsclosed ‘therein.:

f Concurrently wrth the ﬁlmg of the Commlssron S oomplamt solely for the purpose of settlement and _'
- without trial of any issue "of - fact or law. and wrthout admitting or denying the allegations of the-

, Commlssron the three parmershrps consented to the entry of a final order, dated March 1, 1983 d1rectmg. an

‘ that the partnerships, their general partners; agems servants-and employees, and persons acting-in concert.
‘or participation with them, not fail- promptly to file or cause to be filed with the Commission, nor fail

' ..promptly 10 send or cause to be sent to the issuer and: to any naticnal securities exchange on which the

 issuer’s securities are raded, any statement of information: ‘required by Schedule 13D, which is complete -

“and accurate in all Tespects and contains all of the mformanon required by the Commission’s, rules and:
regulations, and any amendments dlsclosmg any material change having occurred in the facts set forth or
- .required to be set forth m any statement of mformatlon requrred by Schedule 13D. L -

As pan of a proxy contést initiated in eonnectron wrth the 1983 Annual Meeting of Stockholders of .
_Canal -Randolph; the then parent of Umted Stockyards Corporanon Mr. Ede!man commenced an action

- against Canal- Randolph-and certain -of: its "directors,. alleging, inter alia, violations of the’ Securities

“Exchange Act of 1534 (the “Exchange Act”) pnncrpally involving failure of certain defendants to file a
- Schedule 13D and the publzcauon by Canal- Randolph of mrsleadmg proxy statemients. Included among_
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‘the named defendants was Dwight D. Sutherland, a director of Canal-Randolph: On March 16, 1983, the
‘United States District Court for the District of Delaware issued an opinion in which it found that the proxy
. “statements violated Section 14(a) of the Exchange Act and issued a preliminary injunction postponing:
‘C‘anal-‘Randolph’s _annual meeting and  requiring that curative proxy materials be circulated. - . Subse-
‘quently, pursuant to a settlement agreement among the parties, Mr. Edelman discontinued the litigation.
and Mr. Edelman and two of his designees were elected to the Board of Directors of Canal-Randolph.

~ RATIFICATION OF APPOINTMENT OF AUDITORS

‘Subject to*Stockholder‘_-ra_ti'ﬁcat.ion,‘the Board of Directors has appointed the firm of Arthur Young &

o Company as auditors for the fiscal yearending August 1, 1987, and until their successors are selected. The

. ‘appointment was made upon recomméndation of the Audit Committee. A representative of Ar_thur Young
. & Company will be present.at the Annual Meeting with the opportunity t6 make a statement if he desires

- 10'do s0-and it is expected that such representative will be available to respond to approepriate questions.

- Peat, Marwick, Mitchell & Co. (“Peat Marwick ), Datapoint’s auditors for 17 years, is a defendant in
< ‘litigation brought by certain stockholders of Datapoint in which Datapoint and certain of its officers and

. directors were also named as defendants. When Datapoint entered into a settiement agreement in this

. litigation, Peat Marwick chose not 1o participate in the settlement and thereby became an adverse party to
- Datapoint. = Consequently, it was no longer appropriate for Peat ‘Marwick to continue as Datapoint’s =

o auditors. Peat Marwick resigned and Arthur Young & Company was appointed to complete Datapoint’s
“audit for the fiscal year ended July 27,.1985. = SRR D R i

. The gf_ﬁrmat’ive"mic'Of'-}thef’fhdlrc:icjrs‘ of a méjorﬁfy of the cutstaniding shares ‘of Datapoint Common

b Stock present in pcrsbn_of";eprejé'énted by proxy at the Annual Meeting of Stockholders and voting upon = |

" such ratification Is required for, ratificatiop of the appointment of Arthur Young & Company as auditors.

A VOTE “FOR” RATIFICATION OF THE APPOINTMENT OF ARTHUR YOUNG & COM-
 PANY AS AUDITORS IS RECOMMENDED BY THE BOARD OF DIRECTORS. -~

 SIGNIFICANT STOCKHOLDERS

o In ad'ditionl‘;o-the_perééma*g_é of Data_poim*Cbmfmoni Stock which may be deemed to-be beneficially
owned by Mr. Edelman, according to information previously received by Datapoint, (i) Citicorp and its

“wholly owned subsidiary, Citibank; N.A, 1399 Park Avenue, New .York, New York 10043 owned

11,020,437 shares (or 5.4%) as of ‘December 31, 1985 according to a Schedule 13G dated February 14, = |

1986 and (ii) James. Grosfeld, 6400 Farmington ' Road, West Bloomfieid, Michigan 48033 owned o g

1,287,200 shares (or 7.2%) as of September 22, 1986 according to Amendment No. 3 to a Schedule 13D
- dated September 27, 1986. Datapoint does not know of any other beneficial owner of more than 37 f its

Common Stock.

" STOCKHOLDER PROPOSALS

| ‘Proposals by stbékhﬁlders ih_tkerid,e‘d'ft‘o b_c;;pre'sen'tcd at the next ‘Annual Meéting-of' Stockholders‘; '
-which is expected 1o be held in November 1987, must be received by Datapoint at its principal executive
" office for inclusion in Datapoint’s proxy statement and form of proxy relating to that meeting on or before '

June 17, 1987. Stockholders submitting such proposals are requested to address them to the Secretary of
Datapoint at the address set forth on the first page hereof. It is suggested that such proposals be sent by
Certified ‘Mail, Return Receipt Requested: : AR ERR S S

26.



: _ © LIST OF STOCKHOLDERS - .

~ Between November 1, 1986, and the Annual Meeting of Stockholders, a complete list of stockholders
entitled to vote at such meeting, arranged in alphabetical order, and showing the address of each
stockhiolder and the number of shares registered in the name of each stockholder, shall be open for -
examination during ordinary business hours by any stockholder, for any purpose germane to the meeting,

.at ‘Datapoint’s *ofﬁ"ces at 8119 Dat'ap_oi_n't Drive, San Antonio, Texas 7_8229.- :

T e - PROXY SOLICITATION : L
i Prox.iés are being sclicited by and on behalf of the Board. All expenses of this solicitation, including
the cost of preparing and mailing this. Proxy Statement, will be borne by Datapoint. In addition 10

. solicitation by use of the mails, proxies may be solicited by directors, officers and employees of Datapoint

" in person or by telephone, telegram or other means of communication. Such directors, officers and
~employees will not be additionally compensated, but may be reimbursed for out-of-pocket expenses in
" connection with ‘such solicitation. " Arrangements will ‘also be made with custodians, nominees’ and

- fiduciaries for fowarding of :proxy solicition material to beneficial owners of Datapoint Common Stock

s ;:Dat

. proxy to vote

held of recorc by such persons, and Datapoint may reimburse such custodians, nominees and fiduciaries
‘for reasonable expenses incurred. in connection therewith. - In addition, The Kissel-Blake ‘Organization, - -

_‘:'I:hc.,- 26 Broadway, New. York; -New York 10004, -has been gngaged- to -solicit proxies. on behalf of

apoint for a fee

) < ,inclg_‘dyih‘g‘ei_(penscs, of $9,500 £

o ' OTHER BUSINESS L |

.. The Board of Directors does not intend to bring any other matters before the Annual Meeting and -
~does not know. of any matters to be brought before the Annual Meeting by others. If any other matter: -
~“should come before the Annual Meeting, it is the intention of the persons named in the accompanying -

o pro: - the: proxy on behalf of the stockholders they represent in accordance with their best .
Cjudgment. o SIS SO TR B S

o * By Order of the Board Directors,

JE": E ‘Secr,et’afy. -
 Dated: October'15, 1986~

“POSTAGE STAMP IS NECESSARY IF MAILED IN THE UNITED STATES. - '

'PLEASE MARK, SIGN AND DATE THE ENCLOSED PROXY AND MAIL IT PROMPTLY. NO
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