SHOEINC; 553 Tumpike Sivet, Caition; MA 02021, 617 828-9300, Telex 92 4469, Cable Address Morseshoe”

March 29, 1985

hoe Inc ‘o be hcld on May 15, 1985 at the ofﬁce of the Compan;@iSS Tumpll\c Street
Canton Massachusetts  commencing at 11:00°A: M

. eetmg, stockholders will clcct three Directors,, ?c}rfa serve for a three year term
ding'in 1988, Additionally, stockholders are beingragked to-approve the selection of Peat
darwick Mﬁche]l &Co. as mdependcnr auditors: fbr the current ﬁscal year.

Sincerely,

k VV!WAN"UEL RosexBERG
Chairman; President and
- Chief Exécutive Officer .




S
~Morse Shoe, Inc.
555 TURNPIKE STREET, CANTON, MASSACHUSETTS 02021

“"NOTICEOF ANNUAL«MEET‘NC OF STOCKHOLDERS
L May 15,1985

~Té tﬁe Stockhalders of

Mm?s'z'Suoxz, Inc.

. "Notice'is-hereby ‘given: thit the Annual Meeting of. Stockliolders of Morse Shoe, Inc. (the “Com- '

‘pany™) ‘will be held at the office of the Company, 535: Turnpike Strect, Canton, Massachusetts, on.

“Wednesday, May. 15, 1985, at-11:00: AM., for the following purposes:’

+"1./To elect thrée members of ‘the Board: of Directors. ta serve until the 1985 ‘Annual Meeting of
Stockholders and until their essors are elected.

5

T npprove the selection of Peat, Marwick, Mitchell & Co: as independent. auditors for the
current fiscal year:

$3:0To eonsider and act upon-any matters incidental to the foregoing, purposes, and any other
-~ 1natters which may. properly ‘come before the meeting or any reconvened scssions thereof.

« Stockholderg of record at the close of Business on March 22, 1083 will be' enititled to notice of
and to voteat the meeting or ariy recotivened sessions thereof.

By, Order of the Board of Directors,
Kenvers C. CoMMiys

§ Secretary

‘Canton, Massaclmsclgs

:March 29, 1985

: ' " IMPOKTANT '

]

ITIS ]MPOBTM\T THAT XO\.R SHARES ARE ‘RFPRESE TED AT.THE MEETING. ACCORD
ARE URGED TO PLEASE SIGi N, DATE AND PRO\H’TLY RETURN YOUK PROX
AID ENVE 2 ;




MORSE _SHOE; IN

55 Tomsi Sriee ;
-, CaRToR, ‘MasssciicserTs 02021/

Mailing date:
March'29, 1985 ..

PROXY STATEMENT

ANNUAL.MEETING OF STOCKHOLDERS
May. 151985

This Proky Statement s fursished in’conncetion with the solicitation by the Board of Dircetors.of
Morse:Shoe; Inc, (the “Coinpany” ).of proxies to be wsed at'the Annual Meeting of Stockholders. to'be -
eld May 15,1985 'and at any reconvened sessions thereof, for 'the DpHIposes set forth in’ the : aceom-

; Stockhalders of record. at:the ‘close: of businiess on March 22 1985 ‘arc ‘entitled to: notice of and: .
ote at the mecting ‘and:any reconvencd ‘sessions thereof, As of the close of business on March 22,
the Company: had: outstanding 5434, 966 shares of Gon.mén. Stock,.$1 par’ value; the only class

£ equity securities outstanding: Each share of (‘om’non S(m.k is cnht]cd to one vote upon each of thc L
matters to'be: prescutct] at the meetmg ‘ ¢ .

Unless otherwxse dn'ected hy the stockliolder, or in the absence of a <pcc1.ﬁcahun with'réspect o

any, mat‘cer o I)e acted upon, shares rcpresented by duly. ewecuted proxies wﬂl be mted FOR fhe

< ol any other matter Which may propcﬂy comée befre the moetm" or any. reconvened Sessions -
oked at any tune bt,fcrc they are excrascd



PHINCIP AL OWNERS OF. VOTING: STOCK .

mg table sets lnnh as of M.u'ch 1 1985 the brneficial ownership: (as defined in the
of ‘the: fties and inn ) of persons keiown t6 ‘the ‘Company o be such
d of more than ﬁve (5) Terceni of the ‘outstanding Common Stock of the' Company.

3 g ; : Lo Bene;lclally : Porcant
Name and Address : of Class’
3 Shufro, llose & Ehrman” 1,062,865( 1 v 1956
63 Wall'Street =
‘New York, NY:16005 . .
CAMred LMoo . e  611,559(2) 1125
555 Turnpike Street : ‘
Canton; MA 02021
Delafield. Asset Management Inc.
63 Wali Stréet. B
NewYork, NY 10005 S
*“BMI:Capital Corporation ... 1., 0 . i 385,450(4) 6872
267 Wall Street: o (O . (
- New York, NY.10005

£14100(3) - 872

(L) As teported in.the amendmeut, dated ]anuar} 14, 1985, to 2 Scheduls 13G fled by said firm
with th ities and;Exch T sion,. which repoit reflects sole dispositive.power as to all
tich sharcs, solevoting power as to 80,950 such shares and no voting power as to. 981,915 such shares;
{2 Inchudes 10, 400 shares owned by Mr. Morses wzfe, as- to' which Mr. Morse dlsclaxms bene-
+ ficial owners]np
G{3):Asxeported.ina S(.hedu]l. 13G, dated January 29, 1985, fited by said firm, with the Securities
and Exclange: Commission, which report: réflects ‘sole- dispositive ‘power as; to’ 469,200 such shares;
shared ‘dispositive power as fo 4,900:such shares,.sole voting power as"to. 408,200 such shares :md no
; 0tmg ‘power as to'65,900 such shares:

“{4):As of ‘Decémber 30; 1984, .25 reported;in the. amendment, ilated January. 10, 1985, to2
‘hedile:13G: filed By said firm with the Securities and Ex.lanige Comaission, which report ref. ..
dlsposjtwe power:as to all'such sharcs and no vobing power-as u ail such shares.

NOMINEES FOR ELECTION AS DIRECTORS

Thc Boatd of Dircctors 7s divided into three classes. having'stagizered terms of three years mc}l
The By-Jaws of the: Compsny -provide. that e, Board of not-less than' thiee ‘nor’ mere, than. fiftcen
rectors ‘hall:be Bixed from time. to’ timé: by the :Board of Directors, The total number;of Directors
i the: Board : of ' Difectors. is Lurrendy fixed -at ten:.Of thi¢ ‘numiber, three, members® of ‘the
ard of. Dxrectors hz\vc terms: expmng At the 1985 Anniial Meeting of Stockholders and are noniinces
or glection 4t this meeting, three memt.ers “have terms expiring at thc 1986 ‘Annual: \Ice‘mg of. S:ock~

actmg iof Slockholders “and ‘until hxs sticcessor is' elected and; quahﬁed or untn] he- sooner
s mmoved or’ becomes quunhﬁed Each'of the three Dxrectnrs namcd below 4s 4 nominee,



It'is'the mtcnhon of the persons namcd in the proxy to i ote Jor the elcctvm of the three: nominees
ed below. In thie. event anv-onc or mére of such nominces should:become unavailable for: election;
the intention of the Dersons niamed fn the Proxy to vote for the election of & substitute of stibstitutes -
pmpcsed by the Board'of Dm:ctﬂrs or. if no: substitute: or subistitutes.is proposed; for. the. remaining :*
i To the npary’s knowledge. all i are and will be-available to serve.

Thc nominees for a tenm endmg 4t the 1988 Annual \{eonng of Stockholders are as follows:

Flist Yoar
D . G Electod
' ROBERT.T.. SAKOWITZ, 46, is 2 member of the Audit.and Compensation/ -1974
Stock. Option.*Committees. Heis. the Chairman, President and Chief ‘
- Executive Officer (having lield the latter two positions since prior to 1980)
and ‘a Director. of Sakowitz, Inc.. specialty stores of Houston, Texas; He
.i5"a Diréctor of: Continental Airlines, the fiouston hranch of the Federal
Reserve: Bank of Dallas, and the City of Houston Industrial Development
Corporation. He is a’Director of the National' Retail Merchants Associdtion
sand of its Executive and International Commiittees. He is a Director of
Societe Viticole Europrens, S.A. :
&7 PETER'V. TISHMAN, 53, is a member of the Compensation/Stock Option 1971
and’ Finarice. Committecs. Since prior to 1980, Le has been President of
New York City based Peter Tishman Real Estate' Co., 2 developer, owner
and operator. of real estate properties.

:BARRETT S: WAYNE, 48, is Exécutive Vice President of the Company and w72
a. ‘mermber’ of “the Finanee Committee. He was General Counsel until
Nm'ember 1982, and, prior to his-election as, Excentive Vice President
i 1080, he. served as 4 Vice President and Seéretary” of. the Company.
« Heis a Vice: Chairman and . e Director of ‘the Footwear. Retailers of.
-America,

““Thie members of the, Board of Directors hawmg terms of office which do- not expire at the 1985
Annual Meeting of Stockholders, are as fallows:

Ccmtmump Diractors Havmg Te/ms of Offfce Expirine at the 1586Ann.15! Meeting of Stockholders

ALFRED L MORSE, 52, & founder and retired Chief Exccutive Officer of 1961
the Company, is: Honorary” Chiainnan of ‘the. Board of- Ditéctors and a '

consultant to- the Company. He'is ' member.of the Compensation/Stock

Option’ Committed!; He iserved as ('hmrman of the: Board of Directors

- From 1970.10 1979,

ANUEL: KOgE\JIiIIRG 54, mcd the (‘ompanv and “was ‘clected a7 1982
Du'ocfnr, Chairman:of the: Board of Diréctors' and’ Chicf Executive Officer. E

Yo ]nly. 1982 and was clected Pre esident. efective, Decensber. 31, 1982, Prior

o 1980; 4ud ‘until Ris’ employment by the Company, he was President

.zud @ Direetor of lemckcl s, Brooks” Brothers, Miller; & Rhoads, Ine;, a

: d: spécialty’st hain; and its st ; af:er that

ed by Alhed Stoms Corpomimn in 198] E




4 Finance. C: i has heen’a partner in.the Boston
law ﬁrm of Rnpcs & Cray since prior to 1980;

VDVON 1D:C. CARROLL. 34; is.a member of the Audit {Chairman),.Com:
. pénsation/ Stock” Option. and- Finance' Committees, e is Professor of

_rabsence. expiring in. July, 1985} at the: Wharton, School:of the University
" of ‘Pennsylvania. where he served ‘as Dean’ and Reliance Piofessor . of
“: Private Enterprise from, 1978 until July, 1983. He was'President of f\C'I
Compiter Products; Tne, from-July through November, 1983, He is
-man of CGW: Dita’ Services, Ine: and Tmmunicon Corp. dnd a Dmclm
of MacAndrews ‘and Forbes -Holdings, Inc., Monsanto Company, NRUC
i+ Carp,, SEI Corp...and Vestaur Secmrities; Ine.

]E§SF HILL, JR..58. i a ‘member of the Audit and Compensation/Stock
Option Committees, He is President, Chief Executive Officer and Chair-
“inan.of the Exective Committee of Aflanta Life Insurance Go. of Atlanta,
Georgia, in. which positions:lie ‘has' served. since prior to 1980, Tle is a
Director of Delta, Aftlines, Inc.; National Service. Industries, Inc., Trast
Company of Georgia and Knight-Ridder ‘Newspapers, Inc. He is Chair-
man’of the Board of Directors of the Martin Luther King Center for Non:
violent Sicial Change and Viee Chairman of the National Urban Coalition,

THO\I:\S J. .CALLIGAN 111 40; joined the Company in’ August of 1984
i and was elected a Director, 2. member of the Firiance Committer, Senior
Vice President, Chief Financial Officer. and Treasurer of the Company o)
*hAdgust 15,1984 Prior to his employment by the Company, he was Vice
President, Fiuance and Chief: Financial Officer of: PepsiCo International
(1983 to 1984)..and Dircctor. of Corporate Accounting, Assistant’Corpor-
" Cate: Controller. andViee ‘Président, Finance of ‘the. ? "ep\: -Cola Bottling
- Grotip {1976 10:1988) of PepsiCo Tnc. Mr. Calligan is a_certified public
aceountant and a member of the American Institute of Certified Public
Aceountants, the New: York State Society. of Cemt’ud Public Actonntaits
and the Treasurers: Club of Boston.
]EROME /LI\[MFRM‘\N‘GS, is.‘a;member_ofthe :Compensation/Stock
Option’ and' Firiante! (Chairmnan) Committees.: Since’ 1993, he has been
the.President, Chief: Executive Offices and a: Director of Zarpeo,: Ine.;a
" ~piivaté hc]d chmpany f‘n"aged in “various “investments:and currently’
¥ ¢ f: ¢ of plastic prodiets and
the 1m1mrlahun andi sale of rugs.and relatéd products: From prior. to
©E1980  until 1984: lievwas President :of. Apollo Torest :Products, ‘Inc. -of
“Atlaiita; a privately held. company, which was cw:,a:;cd inthe forest
'pmduct& husingss .:md in various mvustmcnb

engaged-in the

ERI\E"I‘] SARGEANT 66,2 membcr ofthe Compensatmn 7Stock Opnon .

Management and ‘Decision. Sciences {presently on a two-vear leave of

" Flrst Yaar
Efactad

1970

Cortipiding Directors Having Terms of Ofice Expiringat the. 1967 Annual Meeting. of Stockholders

1974

1979 .

1984

1975




For ‘many.years the law Erm of Ropes & Grav of ‘which Mr. Emes‘t 1. Sargeant is'a panner, ‘
' from tunc to:timé performed legal services for the Comipany.

nder the ;regulabons nf the Sccurities and Exchange Commission, Mr. Alfred ‘L. Morse. may,

deemed'a control person of the' Campany. Mr. Jerome Zimmerman is thé son-in-law of Mr. Alfred
Morse.

" INFORMATION: CONCERNING  THE 'BOARD. OF DIRECTORS

. The Board. of Directors presently consists of ten nmiembers, Three of the Directors are-salaried
employees of the, Company ‘and one is;a former Chief> Exeaitive: Officer “wha receives compensation
as a_consultant to ‘the Campany None of the four receives additional compensation for his serviee
as a‘Du'acwr. ’ '

Dnrmg 1984 tlmsc Directors who' were not salaried employees or consultants to the Company

were paid an-anpual-fee of $10.000' plus an additional fé¢ of %500 for attendancé at each meeting of

7 the Board of Directors and any cominittee of the Board of Directors. on which they served, together
\ ‘th theu' expensea of attendance.

“Thé sbzmdmg cumm!ttoes of this Board of Directdrs are: thie Audit, (‘ompumnon/stod\ Qption
x and Finance Comrmttees The Comp:my does not have a nominating committee.

The: Audlt C i . thr' lection and of the f‘nmpanys independent
7 audltors and reviews with them the séope and status of-the audit, nou-andit serviess to he perforniced,
‘the fees for services: by, the firm, and ¢ results of the aidit when completed: The Committee also
reviews: and discussés with managemerit and . the: Board ' of ‘Dircctors: accounting policies, fternal
‘controls ‘and. procedures for preparation: of financial statements. The present members of the: Com-
“Imittee are ‘Messts. Donald C. -Carroll. {Chairman), ase Hill, Jr. and Robert T. Sakowitz. During
11984, the Audst Ce ittee held three meeting

-+ The Compensation/Stock Option Ce ittee reviews and makes recommendations to. the Board

of :Directors. on’ matters .of salaries. honuses, ofber Torms of compensation and retirement: benefits
{inclisdi ractiial for officers: of the Company at_the Tevel of Vice President and
bove, and for certain. senifor officers ‘of subsidiarics, The Committee admiinisters the Company's 1975
tock Option: Plan {under which no’ future ovmom tnay be granied) and: the 1982 Incentive Stock
ption Plan, including the. granting of ‘options sinder -the 1982 Plan, The Committee consists . of
irectors who are not eligible to.participate in-the  plans. The present’ members of: the Committee
Messrs. Emest] “Sargeant{ Chairman ), Donald C.-Carroll, Jesse: Hill, Jr., ‘Alfred 1 Morse, Robért

nce Cﬁmmwttec reviews -'md malxes recommendations to. the Board of Dircetors* and
n{panx management concerning important fnancial matters. The Commiitte reviews the Company’s
range’ financial plans; its lon;, and short-term financing néeds; specibie f fnancing propogals:and B
ing: pmgmms o ﬁnsncc capual vzceds Thie, prcunt mémbers of thc Commnﬂce are Mu }eromc

Sa.’kaw:tz Peter V. Tmﬁman and Jcromc Lmzmcrman During 1984, the Cﬂmm;ttm’ held ' fobr



( G Carroll, Thoma<] Calligan TTL, Emest T Sargeant Peter V.
d. Barrctt S: “ ayne: The Commutcc leld three mactmgs durmg 1984; .

1984 lze Board of Du'ectors held four méetings:

‘r Sakowitz altended st than 75% of the aggregate numher of meclmgﬁ of the
Baﬂrd of. Du'cclors and commitices of which he was a mcmber

5 EGUITY OWNEFISHIP OF MANAGEMENT
‘The followinyy table ‘sets forth; as of March 1, 1985, the bencficial owncrslnp (as defined. in_the
rules of the Securities and: Exchangie: Commission ) of (he Company’s Common Stock by each Director,
each nomwinée for Director, and all D:rccwrs and officers ¢f the Company as a group, from' mformation
prcvxded by g1ch persans. :

) . . Bene‘!’ﬁ:ﬂy . Percent of

k Name of Person or-Group QOwned Ciass
Deald G Carroll L 1887 03

“Thomas J. Galligan 1L - .7 .. 500 09

Tesse BT 0l e 200 004
Alfred L Morse 2 o T 611,555(1) 11.25
Manuel Rosenberg .. ..ol -130081(2)(3) 55
“Robert . Sakowitz . 1, vl - 2,000 04
lfrxiégt JeBargeant ... 0ol None —

et Peter V. Tishman 0L, L T0ges(1) 15
S Barett' 8. Wayne e 15.872(1)(2) 29
- ']crcme Zimmerman . . . 19,000(4) .35
: AHmelnr:and()ﬂkersasa(‘mup +.2790,448(1)(2)(3)(4) 13.26

{1y Inc]udes for Mr."Alfred 1. Morse 10400 sharcs, for Mr. Peter V. Tishman, 5,562 sharcs, for
Barrctt S: Wayne 2.779-shares,‘and for all Directors and officers as-a_group ‘19,041 shares, held
Vel fox the. berchit of family membrs, A ta these shares the person’or persons.named or mduded
in- the: group; ﬁhﬂl’(’ voting or investment: power buit dlsclmm beneficial ownership.

2} Tnc: ludcs for Mcissts.: \Iauuej Rosenberg and Barrett $:'Wayne 5,061 shares and 559’1 shaves
ectively,” ‘andifor all Diréctors and ‘officers as & -gronp 17,860 shares, which' the péison or persons
have the right: 0 ‘acquire awithin: sisty. days- after March 1, 1985, under ophom prewoucly gr«nted
t tii the Company’s stock option. phns :

(‘4) Indndcs for Mr.:Manuel Rosénberg 15,000 ‘shares whlch are.subject to. repurchase: wnder
wtam mrcumstances Scc the «ecuon ertitled “Executive Cnmpcmatmn for f; urther mfnrmatmn

(4& Does Hiot mg]hdv 18949 «har(s owncd by Mr Lxmmermmn wife, a5 to which he-dis¢laim




to the cash wmpcnsahon pald ar’ accrued by the’ Company
(u— for- the benefit of (1) each-of the five-highest: pmrl, ecutiveiofficers of
fon' exceeds QMOOO aud (") executive officers-as'a c,rcup

Cep(ac)mss ;.0
'n which. ‘ . Cash, .
i &'LE_L Ve w0 i Compensation
Pre'sidqnt and. Chief Executive Officer ... .7, $321.905(1)" ;
Fxecutive Vice President R 8156404
Vice President, Secretary-and General |75 8120,504
- Counsel . < ‘ : E
7 :Vice President and Com})irolle;f $116,468." s
** Senior Vice President; Chief Financial . $.97.920 B
: Offiecs and Treasurer ( From’ August g
15, 1984
Execuhvc OSBccrs .as‘a” Group
indi $897,337

r,'Manuel Bomnbc&rg 5 emp]uved \mdcr an n;,reement which;, ‘as amcnded on Novembcr 15;
prav:dcs for, his full:time_employment.as Chief Exceutive. Officer until' Decémber 31; 1959 at
atial ba salary of $275.000, subject to adj equal to the p increase in the anpual
ational p'roduct of the, Usiited $tates:for the prior calendar vc'n over the'niext preceding ealendar®
The agreoment, as ammded provxde‘s for. incéntive compensation for each.year-in-an amount.

e lary as ihe porcenta"o mcroase. ad]ustcd for: mﬂatmn, g

1658 pv.r share 15, 000 of isiich s]m.ras a

: : 3 ¥ in the ‘event. Mr.-Rosenbérg ot th
prior to December 31,1959 for. Teasons other: than (1) dcalhi I
("han&.L in conlm] of the ipa Howcvcr Co




ncAmo tax; habxhtm: thh rcs,}ect to such purch'nc Such In.ms are pa» able an Deccmber a1, 19%‘) ©
carliey apon termination of Mr. Rosenberg’s employient for reasons-other than (i) death or disabilit;

i) Fesignation after 4 chiange in control of the Company,. However, if-Mri- Rosenberg conitinies i
the empley of the Company until Deeémber 31, 1989; the: Company is obligated to cancel $147:469 ¢
sirch inidebtedness andin the event of the earlicr termination of Mr. Rosenberg’s employment due’t
deatli or disability the: Conipany is ebligated ta. cancel hoth-of the loans and; in either casd. to pa
‘Mt Rosenberg: (or his Tegal representatives in the event of death) anaménnt sufficient to cove

any state or federal income tax labilities arising from the Iiation of such indebted

I’umuanf o Mr. Rasénbergs agreement., the Company granted in 1985, and is obligated to grar
Mr> Roseniberg. in- 1998, aptions undér its. 1952 Inéentive chk Option: Plan covering the number-c
+. shares having an aﬂg,ru ate fair market value of $100.000 at the time of each grant.

CIn the evient of -a change in contral of the Company. Mr. Rosenberg has the right to resign. hi

positions with tha Company. Ti‘siich éase the Company: is obligated to-pay Mr. Rosenberg, in 36 eqriz

S mignthly;installmerits, an amount equal £o-200° percent, of his then. annual base salary, 10 cancel an

discharge ‘the entire indebtedness refervéd to in the second preceding paragraph and -to pay .M

'Rosenbcr; an-amonnt, sufficient to cover any staté or federal incomé tax Habilities arising {rom th
1] of sich indeb

The agreement ‘provides for separation par to Mr. Rosenberg, in lieu of payment -pursuant t
any-Company separation T ion ]’w,]lu' i his - employ is continued until’ December 3.
1959 Dut, not thicrcafter; in an amount cauai to' 130% of his 1089 annudl base salary, payable i
cighteen equal monthly installments. provided, hoveever, that no such separation payment shall
. paid'tb Mr. Rosenberg if he reccives any ‘payments pursuant -to the provisions deseribed: ini the.ne
5 preceding paragraph, ;

: AMr. Rosenberg’s ag contains putition s, and retivement. benefits <
%, - deseribed under'the hwdlm, “Pension and Retirement Benefits” heginning on page 9.

3 Fm'suanf o his emplnymcnt arfangement. with the. Company Mr. Galligan received in’ 1954
commendement bonus of $25.000, Under.the arrangement he is 1o receive a-salary at an anmual rate
£ 8175,000 thtough July; 19585, Tn'Jaly, 1965 he will he entitled to veceive o bonus of $20,000. Puisuar
to-the arrangemient dinng the:twelve months following July, 1985 Mr. Calligan is to receive a salas
gt an annual tate of $195,000,

“Pursiiant to such arrangement the Company, in 1984, grantéd Mr. Galligan.stock options 1ind
“its 1982 Tncentive Stock Option Plan covering thc number of shares having a market vatue of 2100,0C
‘o thc, dau of the gfam

I chrncction with his relocation o thc Boston aréa the Company has agrecd to_reimburse M
Galligan™s moving cxp and: living together with the reasonable. costs. «
< trapsportation bétween-New, YmL € lty and Bosmn for \1r, Galljzan and his family, The Compariy’ I
also agreed to “reimborse My Galligan, the darrying costs'on-hié former vesidence in ‘the Metsopolita
‘New.York-arca together with the bﬂﬂ\(liﬂ"b‘ costs in’ connection with the. sale-of ‘such ‘fesidence. ur
‘to pay him ‘an amount sufficicnt to coveriany. state or fcdf'ral mmmc tox Habifitics ansmg from h
recexpt o such relmburscm(_nt, g .




s:emplayinent. for any r son . {other“than for cause), the Conpany - has agreed
ay Mr. Galligan an-amount’ equal té: his” then curremt annual hase ‘salary pavable' in’ 12 equal

with any empl or sefviees Tendered by him during such 12 month: period.

Dunng 1984; thiere was outstanding an interest free loan’ of. $200,000 to My, Galligan to assist
in’his purchnse of aresidénce ju the Boston arey, which loan' was.repaid in February of 1985,

F analoh -and Retirement Beneits

Under the Comrnnvv Pensiori Plan: which is a qualificil, sron-contributory; defined benefit plan
fundéd by o monp.annuity contract with aninsurance company) covering employees- (inchiding
officers Y, annual benefits arepaid wpon setirement. Benefits are hased on (a)-an employee’s total anfingl
1 cotmpiensation’ (a8 shown in Coliinm C ofthe table on page:7), including hoanses, averaged ver
the highest consecutive five years of ‘cash comperisation during the last ten years of:service, and (b)
Jéngthof service: Upon nnrmal fetirement at age 65 the plan will provide a retirement benefit equal to
50:percent 6f compensation” (detérmined as n‘m\'r) reduced by 50 percent of the employed’s primary
Soeial Secnrity benefit ai vetirement., The nottaal benefit is in fhe form of a life anmuity with five years
certain. The f'urc"om;: benefit i reduced on @ pro rata basis for service of Tess than 25 years, Employees
with 10 vears of service way clect early retirement .)(’unnm” at age 55, with an appropriate reduction
2 ofithe pension.: Service after the aye 63, or in excess of 25 vears: resnits in no additional accrual of
: “benefits, except for an actnarial increase after age 65.

Messrs: Wayneand Schwartz and certain other officers of the Company-have supplementary retire-
ment 3 “with the Gompany whicly providé for anmual Lifetime retivément benefits. with a:niini-
i period of Bitcen yéars subbrqm'nl to terminiation of employment (But not carlier than age 60, ex-
ceptinithe case of death or disability). eqial to 30% (which percentage is reduced pursuant to an age
“Hormuli for - termination of -employment prior 10:age 65} of the average: total “cash cnmpensation,

duting the teri years ending upon lermination of ¢émployment: The amounts payable by the Company

aré to be reduced- by’ (u)-thie’ anniral normal benefit-under. the Company's Pension Plan - (lescribed

fabaveland () the amount'of primary: Social Security retirement benefit as of thel date of retirement.
Th

As of D‘ecérﬁbu 51, 1984, (he @ maa«mdim yeurs ¢ of er\'ice nder - the I’Lnsion Plan: for

has a kuppl(‘inon(w, vetirerent agrcumont, mhstz\miully inthe form of the sup-
tar;, Fetirerment dgréements deseribed above betwoen the Company and certain of 'it§ officers,
which provides for wnual retirement Yenefits, helore the required réductions. in‘ay amoimt éeuial ste
57):‘!ccm of his iveraie bighest total compensation (as defined ) Sor any consecutive three
i any perind not exceeding ten-yeass of cmploymu\t ending upon-£he, termination 6f b
1T z,multlph(‘d by the mxmbc’r uf years of hls cmpluyment by ihc Compnnv,

also cortain provisions relating to petition and payrient of henefits following *

year period -
employ- *

n'-the. “evont: Mr. -Callian's” cmploment ie " torminated by  the Comwam witliin the

monlh]y installments.. Siich payments dre o, be reduced by:any amounts received: by Mr. C:d]l".m i

ncluding bomtises,paid-or acerned for the three conscentive years of highest:total cash compensation -




d annlxai niormal benefits' payable to ompléyees upon:

¢ following table Mustrates the
! nofmal rétirement iundet‘the Pengion Plan.and supf le v retirenyent s-(if ‘any).-The
benefita shown'in the table below dvo‘subject to certain offsets, including an offset of 50 percent

pf‘fx}iekcmp]oyee’s estimated primary Social Security benefit,

" Average of Highest
Consecutive Five Estimated Annual Retlirement
Benefits for-Yoars of Service Indicated

Years of Compensation

25¢0r

15 Years 20 Years, More Years

100,000 $30,000 $ 40,000 350,000
$ 200,000 $80,000 $80,000 $100,000
$7300.000 $.90,000 -$120,000 150,000
400,000 120,000 $160,000 $200,000
$ 500,000 $150,000 $200,000 250,000
- § 6000007, | $180,000 240,000 $300,000
$ 700,000 210,000 $250,000 $350,000
$.500,000 240,000 320,000 $400,000
$7900,000 5 e i, 8270600 360,000 450,000
$1,000,000- L1 UL 7 $300,000 $400,000 500,000

1) Amounts. payable under. the Cr)mp;)ily's Pension Plan may not exceed the maximum ERISA
*annual benefit Timitation forqualified. pension plans. The Tax Equity. and Fiscal Responsibility-Act
of 1982 Teduced this limitation to $90,000. .

{* {2% Sinice the. caloulation of benefits payable inder the suf v retirement

" referred to above i§ based on theaverage of the:three consecutive years of highest total compensation
~future total retirerment benefits payahle to-executive officers having supplementary: retirement agree-
riients may be higher than the amounts shown in the table, .

(3).The amivunts payable o Mr. Rosenherg upén normal Tetitement:approximate. 130 percent of
the “amounts shown under the heading 25 or More Years”.in the table {as may be increased. as
" desaribed above in footnote 2). . B

/. Stock Options .

4 The Company’s: 1952 Tncentive’'Stock: Option. Plan, (the “Plan”)- provides: for ‘the: granting of "
ptions, including incentive stock options, to purchase shares of Common Stock, to officers and; other,
ey management” employces cf. the: Company and jts subsidiaries, whether or ot also: Directors. The'
“Plan’ providesthat up to 200,000 shares of Common Stock: may be issned. and sold by the: Company

: rsuant to thie exercise of options. iy ‘ ; T

The Plan is administered by the C tionStock Option C o of the Board of Direetors,
(the. members of which arg-not ‘eligible to receive opticns: while serving on the, Committee), which
‘selects participants and determine th ts of the grants:inder. the Plan.: The C itcee: consider:

loyeers

an e

exformance and contributions to. the Company’s business goals.in’ determining option



erations: relatmg to:ithe: gran!mg of opuuns mc]ude “the need to attract new:
i ind retain’ quahty

sand th > term of the option; ay~rmt exceed ‘ten ycars,

ollow g table shows: for oertam avecutive officers.and all exccutive officers as 2 group (a) the. .
umbtzo shares covered by stock options granted during.1984 and the average per-share -exercise .
(b) the mumber. of shares acquired ‘through  the; exercise, of toptions: during - 1984 "and " the

reﬂhzud (1 &, marl\et valie at the date of exereise minug exercise price) upon ‘such: exercise..

" Options Granted.  Optlons Exerclsod
N Average :
Number Option Number
E . Price’ Per .. of. Amount
Shams . ... Share, Shares Reallzed
3980 82513 i o= T
t'S, Wa e ay i 39800 ) $25.13 3,846 863,233.68
Kenrieth:C. Cﬁmmius G 25000 82518 L -
- Mairvin G. Schwartz. ., [ (880007 89515 . i~ Dol
. Thomis J. Galligan 111 4323 52313 [ —

Al Exccutne O[ﬁcers a5 a

1728582463 3846 $63,233.66

roup Llfo Inwunu

"The Companv provxdes group life insurance benefits to/all execitive officers of the Company, and
‘ther officers of the Compnn) and subsidiaries, equal to four times base salary. Other employees
of the Co pa vy are provided 1 bcncﬁtv cqua] 0, mulnplcs of base q:lhry dee'ndmg upon

separation ion-policy for
res. hc-mmrz[ter rel'crred to™as_the “l’n]vcy ). iPursuant to the Policy corporate; Vice:
sident: and’ abmc who are’ separated from  the employ_of thé Company ‘other than for caiise or
his: salary for dach year of service wp to s makimimm ‘of, one. year's

3 and ane. and one-half year's base wmpc.natmn for 9 enior V:ce

;cemenf pr()‘«'lde< for.separation’ compensationin I1cu of ‘any.
z Mr Calllc,an is covered by the, Pohcy after July,i 1986;-until that' ",
ion’;in; hcu of anv»

s in~1984,»\}a§ les:
the Securities: and Ex:



INFORMATION ‘CONCERNING “APPROVAL OF INDEPENDENT. AUDITORS

The Board of Diréctors hias selected the firm of Peat. Marwick, Mitchell & Cra¢ independent
;Audlmrs for the current fiscal year, tipon the reco datinn of its” Audit. Ci i and prop

that the stockholders spprove this seloction. Peat, Marwick. Mitchell & Co.. served as the (‘amp:my's
iindependent auditor for_fiscal 1954 Representatives of that firm are expected to be présent-at the
“Aniual Meeting of- Stockhilders at “which- they will ave the opportunity: to  make » “statement if
‘they so desire, and be available to respond to appropriate questions,

PROPOSALS OF STOCKHOLDERS

Proposals of stockholders. intended to be presented at the next Annual Mecting of Stockholders

mist b récieived by the Secretary; Moise §hoe. Ine., 355 Turnpike Street, Canton, Massachusetts 02021

+7not Tater than November 29,1953 to be considered [or inclusion-in the Company’s Proxy Statement and
“form of proxy rélating to that meeting.

GENERAL

- Asiof the date ‘of this Prosy Statement, the management knows of no -basiness. which will_be
“ presented to the meeting which i¢ not réferred to in the aceompanying notice. However, as to other
“busihess, if ‘any, which may properly. come bifore the ‘mecting or any reconvened sesiions thereof,
‘thepersons oamed as proxies will have diséretionary authority to vote the shares represented by the
accompanying prosy in accorddnce with their own )ud;,m('nt

" The. Cﬁmpzny will hear the cost of solicitition. of prosies, including the charges and expenses

of brokerage Srms and others for. forwarding soliotation material to bencficial ‘oseners of stock, In
“‘addition to.the use.of the mails vies. may be solicited by personal interview; by telephone or by
<ielegraph, “The Company has retained D F. King & Co, Ine. to assist in the solititation of proxiés
“and anticipates-that the fees it will ineur for this servide will not exceed $3,500. plus reimbirsement
- of xpenses.

By Order of the Board of Directors,

Kexsprn C. Cumpays
Secretury.

P)(N M3, Qoo
oy 85 "o J

o




MQ!GE SHOE. INC. 555 Turririhe Streer, Cantor, MA 02021, 617 828-9300), Telex 92 4469, Cable Address '“Movsyeshoe'

BEST COPY
~ AVAILABLE

Farcutive Offcess

March 2810867

Dear: SToc‘mm DER:

“Yau are cordiallyinvited to attend the 1986 Annual Meetmg of Stockholdet of Morse
Shog, Tnc. to: be:held on ‘May 21,1986 at the office of the Compaqﬁ}ﬁ Turnp1ke
Stree! Canton \flassachusens commencing at-11:00 A:M.

oy
‘At the mccnng.,, stockholders will elect three Directors, eat,h sc’r';/e for a threg-year:. .
erm:endin 1989, Additionally, stockholders are being pﬁ to approve a proposal
to increase-the:number.of shares'of Common Stock zw%la ble. for options under the
ompany’'s 1982 Tncentive Stock ‘Option Plan: from 206&) 0 to 300,000-and to approve
t¢ proposed 1986 Restricted - Stock  Plan’ Stocl&\o]ders are -also being dsked to .
‘approve the selection of Peat; Marwnck Mitchellb& Co. as mdependent audnors for
‘the current fiscal year: ’\éy :

nnportam that your shares are e S nted atithe mt_etmg Accordmgly, p]ease
date and mail the enclosedrg_ro&?& card’in"the envelope prowded for your:

{ors,” thank you for your continued support

Smcerely,

MANUEL ROSENBERG - ©
~-Chairman, President. and
_ Chief Executive Officer-



Morse: Shoe, Inc. :

555 TURNPIKE STREET, CANTON MASSACHUSETTS 020217

: NOTICE OF A!\NUAL \IEETI\G OF STOCKHOLDERS

= : “May 21, 1986
To the Stockholders of
Mouw Suoe; NG,

\thc is hcfrby given® that the’ Amnml Meelmg of ; Slnckhc!dcrs af \10rs’( Shoc., Ine;: {the .
o Company Yiwill be heldat the office of the Company: 555 Turnpike Strcet, Canmn Massachusetts, on
i Wrdncsday, May 21; 1986; at 11:00:AM., for the followmg purposes:

ST c-locl three meml)ers of theBoard of Directors to serve antil the 1989 Anmnl ‘Aec ting of
qmckho]d(:rs nd until their successors 1rv elected; .

To act upon a propo«ml to inercase the frumber of slnres of Comman Smck dsto wlmh options
may be-granted under: the. Company’s: 1962 iicentive’ Stoek Option Plan 1o ’300000 ((rom
.,0()000) and to. approve the 1982 ]ncemive Stock Opnon Plan as s0 ameided; v

1a

To. appmve the Cﬂmmny < 1986 Rcsirmcd Slock P}an,

ATo: approve; the sclr:c'mn of Feat: \'hrwwk, Mnd)c]l & Co. a8 mdcpcndem ’mdxtorc th the o
currcnt ﬁsczl year:

30 'l'o eonsnder and act upon any miatters ficidental: to the forq,omg purposes. and any: other.
“imatters whuh mny proper]y comg before the mce!mg, or :\ny reconvened sessnuns thereo(

Slockhol(lcrs of recosd at the Lluse of businicks on March 24, lJbﬁ will be entitled to.nigtice: ol'md
to w:tc At the) mccung or an} reconw'ned sessions lhcrcof

By Ordz-r of the Board of. Dm:ctoxs,k

'KEN‘NBI'H < CUMM[NS
Secretary

PO L4 &GE»PAJD ENVELOP




g Mailing date: -
March 28,1986 5

PROXY STATEMENT

ANNUAL MEETING OF STOCKHOLDERS -

‘May 21,1986

S me‘ Slmcym-m s ﬁmmhcd in‘connection wnlh the solmx!anun by the erd of Dxrec(ors of o
Morse Shoe, Tnc:(the,” Company *)-0f proxies 1o be ‘ised at'the Annisal” Meetmg of Stockholders to'be - :
+held ‘viay 21,1986 ‘and tmy reconvenerl sessions (hcrcof forthe ‘purposes 'set forth in (he
accompanying notice.

55 on. March 24, 1986 are enmled ta viotice of and to
reconvcnul sessions thercaf AS of the close of business an March 24,7

Stockholders of record at
vatdat the Mcelmg .md
h

proxles w,n bo votod FOR1
of the




The: followmg ‘table: scts l'orth a8 of March 10 ]986 Ihe beneficial owncrsh:p (as defined in. the +
- rules of the Securitiesand Exchange Commi n)-of persons know o the Gompany to be sucl owner.
Cof more (hxm l'm' [63) pcmenl of: lhe oumandmg Comman Sto(k of lhe (‘nmpany

Amy 0

N 5 Benehc«aﬂ/ Percent.
Name and Address B S X Qwned. ; of Class

Shiifro; Rose & Ehrmian oL .00l i ; 1.470,7;5(1) 2704
63 Wall Stréet . : . .
New:Yark, NY:10005 . . N
Alfred Lo-Morse™. /0008000 ST SR S FLUU611,55242) ¢ 132
535 Turnpike Street . ¢ ~ -

- Canton, MA 02021

Delafield Assu \1anngemcnt Inc. .
63:Wall & “
New:’ York NY IOOOu

576,800(3) . 106,

(1A repurted ina 1”lm§~ pursuant to Scetion 13 of the Seeuritics Exchange Act ol 1934 daled 3
Mairch 10; 1986, filed by said firm with the Securities and Exchange Commission; whlch report reflects s
“sole dispositive. power and no vo(mg power as toall siich shares, -

25 Includvs 10 400 shmcs awiied by Mr Morsc 5, wxfc. as o whmh Mr. Morsc dmlaims bcnercml .
ow ucrs!up

: (3):As repom-d in a filing pursuaiit to Section 13.of the' Securmes Exdnnge Act of 1934 dntcd .
Febriary 7., 1986, fled by said’ firin-with- the: Securiti d Exchange: Ce ission, which” report:
U réfeets sole d spositive power as-to 566, 500 such shm’cs’ shared dispositive_power 4516 10,300 stich
k<h.|rLs¢ sole voli ng py 45 1o 491 300 st s)mres nnd no volm;_, power:as to §5.300 cuch shnres

NOMINEES FOR ELECTION AS DIRECTORS

Thv Board of Directors is dmded into three classes having. staggered terms of three ycars each!
“The By-la
Dv!cm

¢ ing the: Board of. Directo:s is: currenlly fixed ‘at ten; OI'th:.- predent Board afDxrectors, which’

Jeonsists” of nine’ members, three:members have, terms’ expiring at’the’ 1966 ‘Annial ; “Meeting of.

kholdérs and are i for elecuon at this mce@mg, “fouir members have terms expiring:at: the

1987 Anniual'M hol and’ two, members. have terms. expiring at the 1988 Anna

Meeting of Stockholders There'is currcntly @ vacancy ‘inthe Dlreclurs group: wnth a tenn e,(plrln al.
. M ld

r-is elected and qualified ‘or unhl he sooner.
alified:-Each of the ‘three: Du’ec!ors “named befow asa.
by th:- ckhiolders: at the Speclal M nf Stockholders’




uhsmme or aubcumxes i3 pmpased for zhe
ilable to ser\c

: subsmulu pmposed Ty the Board of D éctors or §
remaining nommee: 'I‘n (he Ccmpmw s k ledgeall are; un\] wﬂl be

The nominees fur a lrrm (,mhng at thc 1980 Annu.ﬂ \dcetmg of Smckho!dcrs are.as follows:

First Year.
« Elected
ALFRED, L. ‘v{OBSE 83, a founder and rel hre(] ief Executive, Officer of 1961
the Company.. is Honorary’ Clisisman of the: Bogrd of Dircetors aid =
consultant to the Company. He i 2 member-of the-Compensation/Stock.
Option Comiittee. Fle served as: Chairman of the Board: of Direciors
from- 1970 161979,

MANUEL ROSENBERG, -55/ joined the Cmnpqny 'md was olcctcd 1982
Director, Chaifman :of. the ‘Board of Directors  and'.Chicl: Executive
Officer in-July, 1982 and way clected President effective December 31,
1982, Priorto-19815 and unlil his employment-by-the; Company, héwas
President and -a; Director, of Carlinckel's) Brooks. Brathers, :Miller:&
Rhoads, Ing.. o deparhnem and specialty. store clain,‘and; its successor
after that company was ﬁcqulred by. Alhod Stores Corporation in 1981,

I‘RNhSTJ SARGEANT, 67; Chiirman of the, Compensation/Stack Optxon . 197G
Commitice and a member of the Finance Committeé; hus beena pariner
in the Boslon law frm of Ropes & Gray.since prior to 1981, B

- The mvm!»crs of the Bonrd of D:ru.tnr': having tersis of oﬂ'ncc which do-not egpire at lhc 1956
" Annual Meeting of Slmkhnlders are.as follows:

Conunulng lJIreclors Hawnq Terms of Office Explnng at lhe 1957Annua/ Meating. of Stockholders

DOI\ALD 5 "‘ABROLL, 05 Chairmian: of - the Auilit Cormittee and. 2 . 1974
~member of the Compensation  Stock Optior and Finanee Committeds; is 5
Chairman gnd Chief Exceutive Officer of COW. Dara Services; Inc. He
“was Professor.of Management at the Whirton Schaol of the University of
P Ivania from 1972 until 1985 wherehe served as Dean from 1972 &
i Ty, 1983 He-was Chairman of TMI Systems. Corp. from 1969

through 1982, President of AGT.Computer Products; hic. from July

k thmugh November,:1983 and Chairinan of-Timminicon; Corp: from 1984

rough 10857 Hr fis"a Director..of MacAndrews and: Forbes Holdings,

Iie;; Monsanto Comipany;, NRUC Corp Pantry Prlde, [nc SET Corp,

‘and:Vestaur Scumues‘ Inc, g

IFSSE HILL,:JR:
< Option’ Com
“of 1he Execu

member. of lhe Audx 'md Compeusahunlswck : S
cos, is President, ChicfExécitivé Officer and Chairinan,* - 5
ive Connmtiee of Aflanta Llfe Insurnnce Co of Aﬂunh,




THOMAS ] GALLIGAN 111, 41 ,omed ihe Comp'my iWi-August of 1984 'md : 1984
was elected o Directsr a miember of the Finance Committes, Seniof Vice -
Presicdent, ‘Chief. Fifangial, Officer and’ Treasurer of the Company, on
Anigust 15,1984 Prior to lits employinent by the: Campany, he was Vice
Président, Finance. anid Chief: Financial Officer:of PépsiCo International
(1983 ta 1984): and Director.of Corporate. Accournting: Assistant Gorpo-
rate Controller aud Vice President, Finance ol' the: Pepsi-Cola:Bottling

*Group: (1976 to 1953) of PepsiCoIne,

JEROME ZIMMERMAN; 64, Chairman of the Finance Committee and a 1975
member,of the Comnpensation/Stock Option Committee. since 1983 has -* T
been the President. Chief, Exceutive Officer and:a’Dircctar of Zarpeo,

a privately hcld company cngaged in vorious investments and

currestly or i Ived in the iz ¢ -of plastic

products, From prmr 1o 1981 anitil “1984; he was President of-Apoilo

Forest Products, lue, of Atlantal a privately. held. company, ‘which “was

engaged inhe forest products business and in various investments.

Cun(lnu»‘ng Dirgctors Having Terms of Offica Expiring at.the 7989 Annual Meeting of Slockhalders

ROBERT T, SAKOWITZ, 47.3" member of the - Audit 'md Compensa- 1974

tion7Stock’ Option: Committees is’ the:Chairman: President ‘and” Chief
. Exectitive Officer (having: keld !)myhlter two, positions since prior to

“19817 .and “n Director. of ‘Sukowilz, Inc.. specinlty stores. of: Houston,
“Texas. Sakewitz, Inc.: filed-for reorganization: under. Chapter. 11 of the
federal hankraptey laws on August.1,.1985,:Mr. Sakowitz is a Director of
Continental Airlines, and was.a Director of the Hauston branch. of the
Federal Reserve: Baink of Dallas. (1983 to 1985), 'and the City of Houston
Industrial Development Corporation {1982 to 1985). He is a Dircctor of
the National Retall Mérchants-Association and a member of its Executive
aird: Intermational Comnul!ees Helis'a Director -of “Societe - Viticole
Europeene; SA, L

PFTEH V. TISHMAN, 54,8 ,mé mber of the. Compensation/ Stock Option " 1971
and Finance Committees; since.prior to°[981 hias been President of New
¢ York'City based Peter Tishman Reéal Estate Co.; o developer, owner and
om,mmr of real estate promecs N v

r iy vears the lawfiem: of RopLs & Cray, of which"Mr, Ernest J.;Sargeant is a' partrier, his
Aimie to time: performed legal services for the Company.

Uudar the n,gulahom of the Secirities and Exchange Cominission; Mr. All'red L. Morsc nmy I)c
cd a’ce mm] erson n( the’ Company Mr} ]r,romc Zlmmm man is the son-inslaw of Mr. Alfred L:




INFORMATION'CONCERNING  THE BOARD OF DIRECTORS ..
Thie Bodrd ‘of Directors preseitly ‘consists'of nine members. Two of the Directors are salaried
employees of the Company and one is o former Chiel Executive Officer' who receives compensation as
2’ consnltant to-the’Company: None of the three receives. 'nddlhon:ﬂ compensation for hns service-as’a
Director,

< During 1945, those Directors who were not salaried iploy or:consul to the Comp:

= were.paid an‘annial fee of $10.000 plus anadditional fee of $500 for d: at éach meeting of the
erd of. Directors and -amy comtuittéc of the Board -of Directirs, together. with their expenses ‘of

- alfendance.

The <t1nd|ng commiltecs of the Board of Directors ure the Audn Compensation/Stock Option
and Finance: (Avmmﬂ(ces The Company does not-have a.nominating’ committee.

The Audit C i T ds the selection and of the Cnmpqnys independent
auditors and reviews with’them the scope and status of the a dit, non-audit services to be performed, :
the, fees for-services by. the Brm; and the resulls of the ‘audit’when completed. The Committee also
reviews aid discusses with- management. and-the Board: of Directors accounting policies, ifternal

. comtrols and . proccdures for: prepasation  of - financial statements. The, present’ members of  the
Commitiee are Messrs. Donald C. Carroll (Chairman}, Jesse. Hill, Jr. and Robert T, Sakowitz. During
1983, the Audit Committée held four meglings.

The Compeisation/Stock Option Corimiitice reviews and inakes recommendations to the Board

of Dircetors on matters of salaries, bonuses, .other:forms’ of: compensation and retirement benéfits. -
fiding contractual arr ) for omccrs of the ("omp‘u'y at lhc le»cl of Vice President and
above, and. for certdin senior officérs of subsi es. The C i the Company’s 1975
Stock’ Option. Plan: (uider which no futire. options’ may be grnnied) and the. 1982 Incentive” Stock
" ‘Option -Plan; inclading the “granting -of options under ‘thie’ 1982 Plan.’ The. Committee consists’ of
“Directors-who are not eligible io participate in the plans. The present members of the Commitiee are
Mesers. Ernest J;- Sargeant (Chairman), Donald C. Carroll, Jesse Hill, Jr.,"Alfred L. Morse, Robert T.
Sakowitz, Péter V. Tishman and ]r'mme Zimmerman. During 1985, the Committéee held four meetings.

“ThyFinauce Committee feviews and ‘makes recommendations 16 the’ Board ‘of Directors-and
Lump.my management. concerning important financial matters. The Committee reviews the Com-'"
pavy’s long-range Gnancialplans, its long and shart:term financing nceds, specific- inancing proposals
‘and ongoing programs-tg finance capital needs. The present members of the. Committee are’ Mesirs.
+Jéramid; Zimmennan (Chairman) ;- Donald ‘Ci:Carroll, Thomas J. Galligan TIL, Ernest] Sargeant and
¢ Péter Vi Tishman, The Commitiee held two meetings daring 1985, E

< Duneing 1985, the Board of Directors held five meetings;

Duritig 1985 Mr. Tishmian attended less than: 75% of the-aggregate number of meetings of the ”
Board of Dnrvclors and committees of whmh he was 3 member:




EQUITY OWNERSHIP OF MANAGEMENT

Tho folluwmg table sets forth. s nf ’vhrch 1, 1986, the bcnc?un] owner:hxp (as- defined in ‘the -,
rulgs of the ities and Exchange G ission) ‘of the:Company’s Common Stack by each Director;
uu‘h iogiince for Dirgctor, and all Directors and officers of the Comp'my as 4 group. from ml'ormanon ot
prowdvd by such persons . : 3

: - Shares Percent
" Beneficiaily of;
Name of Ferson.or Group ... iy Owned i : Class ;
Donald G, Carroll : 1,657 ERR £
Thomas 1. Galligar i . S 3,108(1)° 037
Jesse Hill Jr. . : 200 004
Alfred.L:Morse. "0l o } S 6IL,E52(2) 11.24
Mainuel Rosenberg. = 40,368(1)(3) SiT42
“Tobert T, Sukowitz. ) 2,000°, C 037
“Ernest’). Sargeant : None” : ; =
Peter.V, Tishman . 10,005(2) 186
jerome Zimmerman 19,000(4) 23497

All'Directors and . Oﬂ'rcrs as’a Cruup - 701,102(1) (2)(3) (4) 10867

(l);lnpludcs farMessts: Mariuel Rosenberg and Thornas:). Galligan 11115368 and 2,608 shares, -

respectively, and for all Directors.and ofﬁcvrs asa group 31,098 shares: which the persai’ or persons.
ave the. right to:acquire ‘within sixty " days after Mamh 171986, undor. oplmm previously t,ranked
puréuant.to the Comp’my s stock option:plans,

{2) Ineludes for Mi. Alfred L.:Morse 10,408 shares, for Mr. Peter V. l'ﬁhvymn 5,862 shnrcs. and for
all Dircetors arid officers s a group:16,262 shares, held by or for the benefit of family' members, As.to: ¢
these shares’thie personor persons named or included. in the gréup share votmg or'invgstiment power: .
bat disclaim’ benel”cﬂl ownership. R g

(3) Includes for M:. Mantel Rosenberg. 12,000 shares whuJu are subject to repurch:ue under
Lcnmn clrcimstances, Sec’ the séction entitled: “Executive Compensation” for {urther: informatian. :

[£)) Docs wot: iniclude 18, 949" shares owned by Mr. Zimmerman's wife; as to- which:he dnschlms
xolm;, and xmcslmeut power mnd beneficial ownership.




0 Cash Compensation

" the 1945.fis
Compiny. wh

~EXECUTIVE COMPENSATION -

as to the ¢ash

Set forth betaw.is 1

ion paid o aceried by the. Company for
I year to or for. the liencfit of (1) each.of the: five:highest paid executive officers of the;
ish. compensation-exceeds 860,000, and (2). exceative officers asia group:

{A (8) - ©)
Name of lndlwdua/ Capacilios ... 8
or Numbe » i which Cash .
5 _P_e(io_rgs in roug : Served. ~Compensation
Maniiel Roscnberg : President and. Chiel Exeeutive: Officer . § 345251
Thomas']. Galligan. 111 Senfor Vice President, Chief Financial. Officer and $ 191,260(1)
. Treasurer.

# Barrely' 8, Wayne- . Executive Viee President N $ 147,737
Chirles F. Massing Vige President: Personnel and Einployee:Relations § .129.814(2)
Kenneth C. Cummins Viee President; Seeretary and:General Counsel $ 118,07
Al Exceitive Officers $1,231,833

as & Croup (7.
in(livi(}\lnls)
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{13 Daes not inclade a-guiranteed Honus. of 000 paid in 198; and $42.054 received by Mr:
Galligan in 1965as reiml of certain rel plus ai additional
1o cover any, state-or federal income tix Habilities payable by him arising fram’ certain paymuns
i rrreccived by Inm in1985.in accordancé with; the terms of his. émployment arrangement,

{2, Does not include. commencéminit -and guaranteed boimses totaling $57,000 with rcapcct 10
1985 that were pawi in 1985 and 1956 and $38,349 reecived By Mr. Messina in 1985 as reimbursement of
certhin el it o5 1 dance with: the terms of his employment arrangément.

Mr. Mattuel. Rosenberg -is omployul indoran a[,rcemcnt which ' provid
iiployent as Chief Executive Officer intil D(~ccml)cr 31,1989, at an annual basesalary. of $275.000,
biect: toradjustment equal fo the percentage incréase'in the annual gross national product: of the -
“United, States for the:prior calendar year over the ekt preceding calendar. year; The agrecment; as
amended, provides ' for. incentive. compensation’ for.-¢ach” yéar in. an amonnt- equal tothe. same
', pcrc(-m'\;,c of-atnual base salary as the percentage:increase, adjusted for'inflation, in the'Company’s
pre-tag Teturn’ on: stackholders” equity: for such"year over 14.03 percent, The .amount of incentive

cmnpeusmmn c«annot exceed 100 perceut of annual, base salary. P

for'Tifs fall-tiie |

Dumq, 1984 the Company sold Mr. Rosenberg 25,000 shares of the Company’s Common Stock;at
g purchase’] price: of $1.00°per. share; On the date of the purchase; the closing price of the Compuny's,
ommon. Stock on the: New York Stock: Exchangé was $18.88- par share.  OF such ‘shares, 12,000 ar¢
SUsubject (o the: Compnm, right of‘rcpurdmc {at’$1.00 per.share).in thic event Mr, Rosenberg or'the
.Compaiy términates. his employment:prior to” December:317-1989 for reasoris:other than (i) deathor
i disabilitysor, (ii) résignation affer-a’chiange incontrol_of the Company, However, lhc Companys
T purclmce right-lapses. at a.rate-of 3,000 shares'on Deccmbu- S]st of cach year.

In‘connéciion with the purchq:e ‘of such stock bv M Rosenbert,. the: Compz\ny durmy> 1984 made
two mlcrLs( fr(-e oans.to Mr. Rosmberg 1|,gre(;atmg $243,761- in ordér ta cover his federal-and state’

1; Such'loans are payable on:December 317196005
‘ment for reasons othm thnn (n) deeath or'disability.




of {ii) resignation aftef a chnm,e in l:outrnl oflhc Compnny Howcver il Mr, Roséuberg contmucs in

“the employ of the Company antit D ber31.'1989, the Company is oblj d to'cancel 8147469 of

snch indebtedness; and in the event-of the carlier termination’ of Mr. Roscnl)cr[,ﬁ employment due to

: deathor disability the Company is obligated to caneel both of-the loans and, in:either case: lo.pay Mr..

Rascnberg {or his legal representatives in the event of death). an amount sumcwnt to cover any state
or ‘federal income. tax liabilities -msmg from-the Hlation of such indebied

Intlie event of a change in control of the Company; Mr. Rosenberg. has. the right to resign his
pusitions with the Campany. it such case the Company is obligated to pay Mr. Rosenberg; in 36 equal
monthly installinents, an imotnt equal to 200 percent of his then annual base salary. to cancel and
discharge ‘the. edtire indébtedness -reférred to 'in the -next: preceding paragraph, and to pay: Mr.
Rosenberg an ampunt sufﬂucm to. cover any state-or (ederal income tax liabilities arising from‘the

Tlation of such i

‘The agreement provides for separation pay to M. Rusenberg, in liéu of payment pursuait to any
Comipany separation compénsation poliey, if his-mploymentis continued untit December 31, 1989 but
ot thereafter, i anamount equal ta’150% of his- 1989 annual, base salary, payable in eighteen equal

*monthly instaliments; provided. however, that ‘no “such _scparation paymernt shall be paid to Mr.
Roscnberg if he receives any gayments pursuant to the provisions deseribed in the nest preceding’
paragraph;

Pursuant-to Mr, Rosenberiy’s agreement, the Company granted 1o Mr, Rosenberg in cach of 1985
and 1086 vptions ander its 1962 Incentive Stoek Option Plan covering the number of shares baving an;
.- aggregaté lair market volue of $100,000 at the time of each grant.

M ﬂoceubwgq agreement’ contains non- competition provisions, Amd retirement bencfits as .,

described under the eading “Pension and Retirement. Beuefits™ beginning on page 9.

Pavsuant 1o his employment nrrangemcnt withithe Company Mr. Galligan reccived a salary atan”.

“anwital rate of §175,000:through July. 1985, In July; 1965 hé received a bonus of $20,000. Pursuant to the
arrangement during the lwc)ve months fol)owmg July,- 1985 -Mr.. Galligan is to receive a salary.at an
. iniual rite of $195,000.

11 thé event Mr: Galligan’s employment is t(‘rnunan,t] by the Company within the first 24 months
of his muplowncn\ for any reason {otherithan forcause); the Company tids agreed to pay Mr. Galligan
an-aimoant cqual to hiis then-current annual buse salary payable'in12 equal monthly installments. Such
Pavients, are to be réduced by any amounts received by Mr. Calligan”in - connection” with “any.
employment or seivices rendered by him during.such 12 month period.

The Companv made-an:interest: froc 1oan of $200,000 to Mr. Galligar for a pprmd of six months,
which has been repaid,to assist in his ‘purchase of a residence in the Boston area.

* Pursuant to] hig cmploymcm arrangement with ‘the: Company. Mr, Messina received in 1985 a

: commencement bonus'of $15,000:Under the arrangement hé is to receive a'salary at an annual rate of
$120.000 thruug)n April, 1986 and las received s guarantesd bonas for 1985 of §42,000. Pursuant to the
arrangement-duriig the twelve months followmy April;: ]986 Mr.:Messina is t6 Teceive a salary at.an
anfial vate-of $139.500. :

Pursiant to! such nrnngcmunr the Compmy, in IJb.). granted Mr. Mdssina'stock upnnns underits "

1982 Incentive Stock Option Plaii co\crmg the-number.of shares having @ market valirg of $60. 000 on- !

the (Iﬂu of lhp gram

b,

it tl\e:

costs ofl 5P vand

to'the Boston arex; the Cou\p'mv has 1grced to rcunbursc My




Boston for'MF. Messina and h f‘umly Th(' C0!r|p11|> has a?so .ngrccd to rmmbursc My, \4es na +the
carfying costs-ou. his former residence in Oregon together with the brokerage costs in conneetion with
thie salé-of suchiresidence anid 1o pay him.an amount sufficient to cover any state-or.federal income tax
liamlities arising from his reccipt of such rcnnbursemcnl as well as any re\mbursemcn( in connection
with' his relocation,

Phuring 1985, there was outstnnding an intercst free loan of $35,500 to Mr. Messina to assist in his
purchase. of aresidence ‘in the Boston area, which loan was repaid in February of 1085,

Mr. Wayne resigned ‘as Exécutive Vice President-and. a Director of the Company effective as of
Febriry: 25, 1986, 1o connection with his resignation, Mr. Wayné and the Cumpany: entered into an
agrecment pursuant to which Mr. Wayné will render consulting services to the Company for a period
of 18 mbuths and will be'compensated.at the rate 311,667 per month. Under the agreement, Mr, Wayne
also will e eutitled 16 the substantial continuation of previous benefits and to reimbursement of
expénses related Lo bis consulting sérvices during thie 18 month period, 1F Mr. Wayne dics prior (o the
expiration of the 18 month pericd. the Company will pay to his estate.the remaining amount he would
have received under the agreement-had-he completed the consulting period. i addition. the Company,

< may terminate the agreement aluny time, provided:it pays Mr, Wayne any remaining amount to which
he wauld Bave othérwise been ¢ntitfed under the agreemenit.

For the five fiscul years ended B ber 26, 1985; the aggreg, of ‘cash honus pay s
made by the: Company., lincluding discretioniry bonuses, -benuses paid pursuant-‘to - contractual
arrangéments, and bonuses: paid under the Company's bonus ‘plans (the. Management Incentive Plan
d the Inceniive Plan For:Middic Management), in’the case of certaimindividual executive officers
listed below, wll enrrent excentive officers as a group; all other. cairent. officers and Directors as a
group, and il emiployee: s a droup, were as follows: Manuel -Rosenberg— $323.160; Thomas J.

‘Galligan JI =~ '$45,000; Charle ina =~ $57.000; Kenneth C: Curuning — $59,617: .al current
: ceecutive officers as’ d group— :all other current officers and Dxrc(tor; as a group — .
L $132.58% and all amplo\ €es a8 0 gronp — $3.517.766.

Pension and- Retirement Benefits

Under the Gonipany’s Pension Plan, whiclis a qualificd. non-contributory, defined benefit plan
(Tonded by - group annuity contract with an-insurance company) covering employeas {including.
officers). ‘annual beiefits are paid’ upon “retirement. Retirement benefits are based on {a) an.’
amployee’s total annual cash compensation {as shown in Column C of the table on page 7), including
Imnusas. averaged over the highest conseeutive five years of cash compensation during the years afier

5 (or ihe last three years of cash compensation if retirement occurs prier 10 age. 60}, and (b
lcngih of service; Upon normal retirement at age 65'the plan will providea retirenient benefit equal to
50 percent of compensation {determined as above) reduced by 50-percent of the employee's primary
Sogial Security:benefit ag rétireinent. The foregoing benefitis reduced on a pro rata basis:for sesvi
less than25 years: The normal rétirement benefit'is in the form of 2 life antuity with five vears certain
i fors urimarried ‘participants’ and . in .the form 'of & qualified- joint>and. survivor annuity-for: marfied”

wiemplayees. Eniployeeswith 10 year: of service may eleet early reti begiuning ai age 55, with an
appropriatés redsiction of the: pension. Service: after dge. 65, or i exeess 'of 25 years, fesults-ifi no
additional acerual of; benefits, exceptfor an actuarial increase afteriage 65. .

; Certain officers of the Conipany. including Mr..Marvin Schwartz; Vice President aind Comptmllcr.
and M7 Barrett Wayne; who'résigned from'tlic Compary as of February 28.7986; have:supplementary |

Tetirement agreements,withi the Conipany ch provide for annual lifetitne retirement benéfits, with
ninimun; periud of filtcen years suk to termination of ¢inp} (but not carlier than sge

i the case o(dvalh oF dwnblhty) cqual 10'50% (“Im h pvrccntagc is redneed pm:u’mt to an

9




ageformula for tékmization of etployment prior to ago 65) ol thie average total cash compensation,

o ineluding bonuses; paid-or wed for the three conscentive years-of highest total'cash compensation
during the ten yéars énding upon termination of employ . Th payable by the Company
are 1o be reduced by {a)- the annuval tormal benefit inder the Company’s Pension ‘Plan:{described
above) and (b} the amount of primary Social Seenrily retirenient benefits as.of the daie of retirement.
Theagreenents also contain provisions relating to non-competition and payment of bénefits following
deuth, : : : '

M R 1 a8 ary tetirement ag y inthe fonu of. the
illm)](‘ll\(’llldr\ refirernent. agreements “desciibed above bctwet.n the. Company’ and, certain’ of its
officrs, which, provides for anriiial retirement, benefits, before the'required reductions; in'an amount .
“equal L6 3 percent.of his average: highest total compensation.{as defined). for any.'consecutive three
year period during any period not ting ten years of empl énding upon the termination of
his. umplmm(-m miritiplied by the numiber of vears of his employment by the Company.

As of December 31,1985, the: estimated credited vears of service undér the: Pension Plan“for
Meogsrs: Rosenberi:. Calligan, Wayne. Messina and Cummins were 4,1, 23, and 12, respetively. For
the ! five Gscal years ended Decerber 28, 1465, the  aggregate contributions made by the Corapany.
under the Company’s Pension-Plan for.all employees as a group was $5,225,399 (individual contrilbu-
tions:by the-Company are not determinable because contributions are made on an-aggregate basis).

1 o1

Thé Tollowing table'illustrates the estimated annual-normal- benefits payable 1o employces upon
“narmal retirement under thie Pension Plan-and supplemeritary“retirement agreements (il any}. The
benelit améunts shown in-the table below ‘are subject 1o certain offsets, including an offset of .50
percent of the'employee’s estimated primary Sacial Seeurity benefit,

Estimated. Annual Retiremen!
* Average of Highest A . Benelits for Years of Service Indicated - ;
Consecutive Five 250 L
Compensation 16 Years 20 Years More Years.
8- 100.000 ... $ 30,000 540,000, 1 -8 50,000
$::200 000 - 5 60.000 $.80,000 $100,000.
$:-300.000 . $ 90.000 $120,000 ‘§150,000
$..400,000 , .- $120,000 $160,000 $200,000
<& BU0.000: §150,000 $200,000 $250,000
LS 600,000, $180,000 $240,000 $300,000
§ 700000 | $210,000 $250,000 "535(,000
£ B00,000: $240,000 $320.000 $400,000
5 500,000, $270,000 - - -$360,000 " $450,000
$1.000.000. - $300,000 .‘6400.000 $300,0007 .

(1) Amnunh payable widér the Company's Pension: Plan may not éxceed lh(* maximim. ERISA
anuudi benefit limitation for iualified pension plans. The Tax Equity and Fiscal Rmpunsxbxhly Act ol" g
19&2 reduced th imitation (0'590,000," -

(2) Since the caleutation of benéfits payible: under the supplementary  retirement 'xgrccmtnls,
referred to abave is based on the sverage of thie three cohsecntive years of highest 10tal compensation,
Future total ivetirement “benefits payable 1o executive oflicers  having supplementary “retirement .77
agreetnents may:be hq,hcr than the ansounts shawn in'the lable; . i

{3} Theiamaunt 17’:y:\b|e to.Mr; R berg upon normal retivement-approximaié 130 p(,rcen( of”
;;thc atnouins: shows ynder: the hcadma . ay or More Years™ in-the table {as may be: increased a
il cnl)o.d abova footnote ) g g : §




swck Opmms

Fora dcscnptmn of thc Comp:mys 1989 Incentive Smck Ophou Pl'\n see”“Increase.in the
“Number of Shares Issunble Under the 1962 Incentive Stock Optxon Planand Appmval ‘of the Plan 2s50"
Awended” on page12.

The following tuble shows as to certain individial exceutive officers, all'current execitive officers
a,group and: all other custent officers and Directors as a group, for the period Jansary 1, 1981 to
~March 1i 1986, the following information with respect to’stock options: (i) the aggregate amount of.
~CommonStock subject to options granted nnder the Company's 1962 Tncentive Stock Option Plan, (ii)
the average per-share option exercise price thercof;: (iii) the net-value of shares (market:value at
"+ Texercise less exercise price) realized during such’ periodiupon exercise of options granted during or
prior 10 such period. (iv) the number of sharés 6f Common Stock sold during'sach period, dnd (v): the
munlwr of sharés of. Commen Stock subject 1o alt options outstanding as of lhc end of the period:

.Thomas. xeculive: and
= Charles: - Kenneth OIﬂcers Dv{ecto/s

N Manuel Gal/lgan
Comimbn Stock .. - Rosenberg M Messma Cummms Groug Groue

Ninnber. of Shares Granted. from 111181 to

BOHS6 s 7523 2527 5,000 47355 8,669
£ Averge Bxereise Price Yer Share. . o 52262 $22,00 23,57 $21.83 $24.23
“Net Value Realized (Market Yalue ereise
Tess Bxerise Price) thraugh the Exércise of
- Options, from 171781 to 341156, . LR S 520 5.0 $44719 5137244
mnbet af Shaees $6ld between 17178 )
R UE o e B 0 7.800 2000
Numbser, of Sha ¢
Options at 3/;/&5 iecrmsas | sn o527 6230 49605 8,669

“ iwcaddition for the pormd Janudry1. 1951 o Marcly 1, 1986 employees of the Company other than:
. éurreut Directors and ‘officérs were granted nptmm to"purchase dn aggreg'uc of 74619 shares atan -
~average opuon price oi $23.93 per share.

(-mup Llf(. Insurance

The Fommny provides g.roup |If(‘ insurance benefits 16 all executive officers of the Comp’my, and
certainother officers:ofs the ‘Company and. subsidiaries,”égual to' four _times base: salary. Other’ -
: emplnv“s of the Company are provided life: inqurance benefits equal-to miltiples of base salary;
“depending upun their positioniwith ‘the, Company

,'V yriier Scparuuon C ion Poliey.

Hw Company: Fasan employment separation compensatwn policy for senior, exceitives (herem-
“iafterreferred to-asthe “Policy’ V- Pursuant to:the Policy, corporate Vice Presidents and above who are
= separated from the employ of: (he Company.. other than for cause or retirement, are, to receive one
~month’s: sn]arv far each year ol servige up 16 a maximum of one year's base compensation- for Vice
rcssdenh. nnd one.and one-)mlf year s lnse compens.—mon for:Senior Vice Presidents and.above, ™

As noted-above, M1, Rosenhcr\ga agecuncnt provides for separation compensation in lieu of any.
“payment pursu'mt to the Pohcy Mr. Galligan is'covered by the Policy afteér July: 1088; until that tinie
i provide scpnrauou 1 fon in lieu of any pnymcm ¢




sa chanse i conzm| of the Comp.my unless the Compnn
ifor canse or, with: certain exceptions. ‘the éxecutive rcslg,ns :
Wt shall be cqm[ 16 the greater of () the executive’s then current’ ﬁnnual base”
g m‘ {; th's ‘hase’ s p ion for .each year. of sérvice, ‘but may. not exdeed
11"/,) of tlw cxcmmvcs annual, base compensanon R i

H ber >f'ts rccewed by uecumc officers 1083 was Icss
n le minimum’amount rt_qmrcd tobe rcportcd pmsunm 10 the tules of the Sccurmes and ¥
angey Cmmmsﬂn B 3 . :

o NCHEASE IN THE NUMBER OF SNARES i
ISSUABLE UNDER THE: 1982 INCENTIVE 'STOCK OPTION; PLAN
AND APPROVAL. OF ¢ THE PLAN AS SO AMEMDED

i O Navember, 1985, thc Board of Dircctors of tlu- Company: cub)u.l to [hL 'lpprova] of tlm
“ slockholde‘ﬁ Alithorizeéd an inefaase 16:300,000.{frarm the 200,000 presently authorized) in the number:
of shiiris of Common Stock: $1 par valug. for whiéh options. may be.granted under tlie' 1982 Dicentive
;Slod\ Option:Plin i (the- 71982 Plan™), As'of March 1,/1986; no shares had-been issied uindeér the 1982
“Plan. 123224 shares were resvncd for issaariée in connection;with ‘outst=nding options und 76, 776;
shares 1emstned available: for the granting of mew stock” options;: If, (he':proposal -is appraved,” the.
Smberalshares us to which stock oplions may'be ‘gradted wider-thie 1982 Plan will be-ineréased by
£100000. Thé Board of Directors helieves the praposed inerease'in the number of shares issuablesander”
T 1982 Planwill assist the Company in attractinginew m'nmg,emcnt fevel cxcoutwcs and assist
S inavvating el mn;. hlgh ghality management (-mp)ovccs ’

TR ropy-of- the. 1982 Plai m’xy lie obtained b» writing to the. Secrelary, Morce Shoc Ing,; 5)
Tumquc Street: . Canton, ; Massachusetts 0202 ssummaryof: the 71982 Plan /a5 propesed to bc
‘.uncndcd which sumnnw is'subject to-the prov ons o!' the 1982 [’hn itself, follows:

Inlroduc[mn The 10824 nc Stock: Option Plan'(the 21982 Plan™). is the successor to the. 1975
xqu Oplxon n, Thi 1982°Plan provides that’ options granted thereunder may be-incentive stock
v optiang (it { fined in the Inicmal Revenue Code s, nmu)dcd
{the “Code™). or nbn-incent 'c optigiis; ot hoth

Arlmnnxtmuun The 1952 Plar dmiti d- l)y yt]{c ionTStack Opl.xnn C
(n.. ,ummme ) of the Board ol" D:rec(om Meémbers ol l]m (‘,onnmn m‘ neh;,.b]c 10




Eligible - Emiloi i Bs’ are orrcm and Koy ploycds. ofthe
Conipany and - it§ subsidiaties. or fiuture subsidi i whether oz ot also. Diréctors. Dirdetors as such-©
Laré not 'chyible for grints of options undérithe 1987 Plan. A’ Participant is;an Eligible Emplogee to
whonaw option is granted. No-person who owns: directly:orindifectly, ten (10%) pereent or-more of
~the cumbined voting:secririties of the Company is eligible fo reéeive an ‘incentive option anléss the
oplian price for such option {at the time of grant) is at'least 110% of the!fair market valiie of the stock
and such option is nat exercisable after five (5) years from the date of grant. The current officers-and
- Directors of the Company. named under “Casti Compensationare eligible to réceive grants of options
atder the 1982 Plan. Options.may be granted-under the 1982 Plan in replacement of ‘vptions which
< were previously granted. {ineluding grants under the 1975 Plan)-and have been cmucllcd terminited
or expired. .

Timie Limit on Plan, No inecntive stock options. may:be grantedafior. February 16, 1993; but
s options: granted on-or:before. that date may, v\lcl\d beyond that date,

L Oyption Price: The option price niay:not beless than the air friarket valué of the Common §tuL' at
the time the option_ is'granted. The full ‘purchase priceimust be, paid for. shares teqiiréd upon any.
wereise ol in optiow. To the extent so aithorized the purchase price may be paid.in'shares of Conimon .
§lu¢k o['tlw Company-or in a-combination of eash and such shares:

Term of Option. The period for éxcreising i option - will in no event cxeeed ten (10) years fromni
the date of grant. Asincentivesstock option may natbe exercised while there is outstanding “(Wwithin
the meaning: of Section: 4224 of -the: Code) any.incentive option proviously granted 1o the same
Participant. The unexercised. portion of any option terminates upon a Participant's: termination of

Semployment, exeept.that- (a) il the Participant dies al a time-when he is entitled to esercisé an optiofn,
. hiv Tegal represéntative may exeréise the aption at any Ume within the period up:to'the latest date the
Participant. could:have exercised the optionshad” he remained an_employec: or within the period
i provided:in the option certificate or-larthér period allowed by the Committee, {byif. the Parliéipant
retires or is disabled at a tune he' is entitled to exercise.an option. he may exercise such option atany
time thereafterup to thedatest dite he could have exercised the option hact he rémained an employee,
and (2 if the Partieipant’s eriployinient.is otherwise terniinated. except for cause, he may exéreise
such option within 90 days: after” such’ {ermination” or: siich lofiger period as-the Cominittee snay
‘provide: Options may not be transferred by a F.uhmp.mt otherwise than by will.or the laws of descent
Au(' distribution, and dunng his'lifetime may be exercised only by him,

A d ion"or-Termination: The Board of Dircctors of the (‘ompdny may-from time to

e alter, mmxd suspentd oriterminald the 1982 Plan Amendments may be made for any purpose
which way be at the time pertaitted by law, provided. however; the Board “of Directors may not.
without the: approval. of stockholders: (except jv. the event of stock dividends; splits, mergers.-capital
changes or with Yespeel 1o replacement options). smend the 1962 Planso”as Lo further increase the
m'mmum numbcr of shares awvailable ainder: the: 1962 Plan, decrease ‘the” minimum ‘option: price,-or
term of Jopti Gime “‘within ‘which options may:b¢ ‘granted under. the

1983 le .md provided furthér that thie m,hts of uny Participant umler any option.therctofore granted

" mag! Hot “beadversely AlTecled withouthis consent. : S

Stackito be Deliverad: he 1962 P|1n provides that sharcs issued on the exercise.of options may b
“eithér anthorized and unissued shards or-treastry shares as determined. by the, Board of Directors. No
precmptive rlghts of stackholdérs of the; Company will exisi. with' réspéet 16 such éhares, Delivery of

hares upcn Lxctdse is:subjeet 0. certain Tegal reéquireintints; H

Tax Trmtmmt = nrmhu- Stock Op!mns The. Cump-my is wdv\scd lhw( under thc prcscnl ("odc '
nd regulati g




‘dedummn w© thc Commnv Ihm mcemnc stock ophon is Lxcrcmd whxlc the optioneciis cmp]ovcd or
swithin three motiths following ter f: foy {twelve months in the case of termination
of ermployment because of prznn.mcm disability). or afier the optionice’s death: exercise of the option
will -also ot produce Aaxable. income’ or a: dedsiction to. the Company. although, for: alternative
minimumn_tay. pirpses. such’ ¢kércise wnll gwc nsr- 10 .an “item , of tax. preference. The following
deseription of thie'tax ive stock options assumes that the forcgomg :
exereise requi have been met, If an'i stock option is ised other than as deseri
above: the tax’conscquences will: be the same as those described below for nor

optians: :

centive ‘stock :

If ihe. emplu)ce, afler exereise of :an incenlive ‘stock_option, ‘does not disposé ‘of the shures
acqired Torat least one yoarafter their receipt and atleast two yeurs after the-date the option was’
granted, any gain.or loss realized apon the sibsequent disposition-of the shares will-be treated as.long:
terin cupital gain or loss. 11 the shares arc.disposed of prior to satisfaction of those holding periods

Cdisqualifying dlspﬂmmn *) the employée will realize ordinary income in the year ol disposition jn:
an‘amount equal in 'general to the lesser of (a) the armount by which the fair market value:of the shares
excerds.the‘oplian pride, or. (b)if thic disposition is-a sale or exchange for which a'loss if sustained

“would be: recagmnd under the Code. the amount- of gain réalized. For' purposes of measuring, the
exeess of the miarkot value:of the sliares over the'oplion price under (47 above, the measuring date will

i-bedhie date of earei the employec. at.the time of.exercise was subject 10" the restrictions of
Section 16{b), o the Securitics Exchange Act of1934 (the "Act™). in whic h ease Ihc mcnsunng date’
will in‘general be'six months after exercise, Any gain in ion with: a disgualifyi in

“ excess of the amouint of ordinary incomé realized upon the disposition will be treated as long-term or

shoet-term_cdpital “gain. depending upon. the! holding iperiod: -applicable  to .the- shares, “Upon™
disqualifying disposition ‘the Compauy may bé entitled Lo/a -deduction equal to the ordinary income

realized by the employee, subject to certain wuhholdmg and reporting requirenients, A disqualifying i

- disposilion of shiares-acquired upon exereise of arincentive oplion:will élimi thie tax pref

associated ‘with'the ‘exereisc for those shares, : -

In;the: event an employce. puys. the option: price of an ntive.option by surrendering shares of
previously owned stock of the Company, the surrénder will viot; in-general, be-a disposition-of the old
shares suah ag Wl" result'ift_the-recognition of gain. However, the exercise of an incentive aption by
“irthe qidired by the opti upon’ exercise of an incentive stock option will bea
disqualifying disposition of the %urremlerrd shares il it takes place withiin the one-or two-year holding

periods applicableinre of tha surrendered shares: Special iles apply in determining the tax basis
:of shares 'mqmred upon exercise of anincentive ophon where part or all o the t)plmn price’is; pmd in
prcvmusly owncd sharés;

Tru Trmhncm — ‘\an-lnrmlwr Slarl\ Optians. The grait of a non- mccntwc stock ophou does not’
,‘producc axable:s 1o'th ! or'a deduction to the Company. The employu. cxu‘cﬁ nga
. ntive stock option will be.deemed 16 Have received ion taxablc as ardinury

v toiwithholditig, fo the extent thatithe fair market value per sharg of the Common Siock'
{ upon exercise exceeds. e option exercise price: The amount of ordinary.incafng realized:by:

the yeewill be.an expense déductible by the Conipany for feder A snéome tax purposes. n the
“easeolan cmph))ccnul >ubJect to theirestrictions of Seetion 16(b) of the Act; the fair market value of
e shares Feceived ise will: be measuréd, and-ordinary ncome, will b¢' recognized,.at the

. timie oF exercise:1n the casé’of an'employce who is subject o the resirictions of Section 16(b) of the
Actthe f.:ur ‘market-vahie of the shares reesivedaipon exericise will be wieasired, and ordinary mcome
wnll bc recog,mzed six: months after exercise unless the { d




siarket value 6f those shares glf time of exercise {six months after exereise; in the |
“case jof -an -employee subject to ‘the réstrictions ‘of :Section: 16¢h}of the ‘Act whadaes: vot elect
“immediate recognition of income- pursuant 16 Séetion 83(b): of the Code). excépt that if shares of
previpusly awned stock of (he Company. arc srrendered ds part or all of the:purchasé price; of the
non-inéentive stock option; the iumber of shares received upon exeréise which equals the fumber of
shares sarrendered. will-have, the same Gix basis s the tax:basis of the. surrendered sharés. Upon:a
subseqient sale. o7, exchange of. shares” sequired /i exereise ofa non“inecntive stock option,. the
aptionee will recognize capital gain or loss, sliort-term-or long-term depending o1 the holding period
applicable 1o the shires: The, Compaoy will not be’ entitled 't6” any deduetion”in-respect of the
disposition of sharcs acquired upon exeréiseola nun -incentive:stock option.

Market Price: The closingg pl’l(L of the :Company’s "Common Stock ‘on the Nuw York Smcl\
fixchange on March 4, 1986 was $25.00 per share,

flequirid Vote. The favorable vote of the holders of a majority- of the: outstanding shares of
Coinmon Stock of the Company ‘present in person or by proxy at the' Annual Meetinig and entitled to
voteIs required to:approve thesingrease' in“the nuinber of shares .lulhoru(d to be granted under the
1982: Plan, . :md 10.approve the: 1952 Plan as 5o, amended.

Caneral: Upon apprm’nl ofthe zuncnrhncnl and of the 1982 Plar as so amended by the stockhold-

" ers. thie Board of Dircetors will reserve: 100,000 additional shares of Common Stock for issuanee upon

thie exerdise of options which may be granted undér the 1982 Plan, and will aithorize the listing of

such shares on thie. New York Stock Exchange. The Board of Dircctors inay consider revigions in the

1982 Plan {except as precluded by the privisions of the Planitsell): as regulations wider the Internal

Reveune Code are promulgated. in order to conform the. 1982 Plaii 10 the Code and: applicable
régilations,

Thie Directars recommend 4 voteé FOR the proposal 1o meroase the number of shares authorized
under the 1982 Plan and to-approve Ih'rf 1952 Plan as so amended,

APFROVAL OF 1985 RESTRICTED STOCK PLAN

Qv Februry 19, 1956, the Bowrd of Dircctors of the, Gonipamy adopted: subjject to the approval of
e stockdiolders of the. Compiry,. the 1956 Resteicted Stock Plan aF the Company. (the "Restricted
St Plan™): Thie Beéstricted Stock Plan i inténded 16 encourage ownership of Common Stock of the

l"(m\p'my b (hu v eieutives wlmsx, elforts have an important beaging on the sucecss of the Company
- iarics The Restricted Stock Plan is dmgncd 1o .Accomphsh thi purposc by, 1,nh1ncm§., the /

ft\\c 2 and its subsidiaries, The Board of Dlrutors bchucc ﬂmt ﬂnc Reslnclcd ;
Plan-will bcncﬂ the Compaity. by Msmmg it jin auracnn and. rcnmmg campetent personnel.:

5 A copy Oftha Restri ed Slock Plani’is set forth as Exhnbn A heréto. The fo”owmg‘ summ.nr)/ is
'subjl:ﬂ i salb Fespects to ihié provisions of the Rmmcted Stock Plan nself

S dmsinditration. The: Restrioted Sioek Plan i administered by the Comyp ionfStack Option

Commitiee (the ! (“omnuuee ). of-the.Boazd of Direetors. Memhus oﬂhc (‘nmvmttvc are m(’llt,lblc to
ireceive aw ards while'serving on'the: Coxmmllee B : 8 :
» H«z Titys. The andiany: viee t of the Company, the prcixdcnt and any vice
2 presul('m of any. sub" dmry nﬁhlz Cmnpnny, the.president.or any vige p sidént of any-divisi lhc




Companyand the managing dircetor ‘of ‘any forgign office of the Company are eligible to receive
awards under the Restricted-Stock Plan.

Grant of Awards, The Commitice will have the sole: authority wnd discret’on to make awaris to
sucheligible employecs as the Committée selects (fParticipants™ and to deterniing the size; and the
terms and conditions. ‘of each award within-the previsions of the Restricteéd Stoch 'Tlan.

Terms of Awards. Each award-will give the Participant the vight to purchase on-a.specified date
not morethan 60 days after the dufe of the award (the "Purchase Date™) a specified number of shares
of Common Stack of the Company (“Shares™ st a price of $1.00-per Share; Any one award shall be for
a0t less than 2.500 Shares nor more than 12,500 Shares. Receipt of an award will not_preclude a
Participant from receiving additional awards snder the Restricted Stock Plan. Untit a1 Share:becomes
vested. such Share is nontransferable andonust be sold back to the Company for $1.00 within' 30. days
after the Participant ceases’te be employed by the Company or a subsidiary for. any reason, Twenty
percent of the Shares purchuised by a Participant will. céase to bé subject to The requirement that they
be sotd back to the-Company for $1.00 and will thereupon become “Vested Shares™ on exch of the first
five anniversarics. of the Parchase Date, In the event that’a Partieipant bécemes disabled or dies, those
Shares which would have vested on the anniversary of the Purchase Date next following such event
ill- bevome Vested Shares as af the date ‘of such_event and the' Participant's remaining non-vested
Shares -must. be sold -back to: the Company- as -described above. Tn-addition. 'if a- Participant's
employme  with the’ Company .or’a subsidiary termisates for any reason within two years after a
change wcontrol of the Company, all Shares of such’ Participant, will becorne Vested Shares as of the
daterof termination of the Participant’s employment,

Tux Loans. A Participant whe purchases Shares under the Restrieted Stock Plan. will be required
ey file an election i in‘arcordance with Section 53(b) of the Internal Revenue Code within 30 days after
“Ahe Purchase Date and will be entitled upon reques® to receive a Tax Loun from the Company. The
elfect of the election under existing law is'thal the: Participant will realize ordinary income for federal
tax purposes on the Purchase Date in an-amonnt. equal to the excess of the. then market value of the
i wShates purchased ‘over the price paid for the Shares. (the “Spread”)..The Tax Loan will be in’an
c-amiount equal to that percentage of the Spread which représents the highest narginal tax-rate then in
effect with respectto federaliineome taxes: increased to tako into account the highest marginal rate
thien in effeet with réspect to state incomé tixes applicable o the Participant unc]udmg in any siuch
wljustment the federal incdme fax benefits atrfibutable to such state income tages), The Tax Loart also
“will 'be intetest. free "and will be payable on the fifth anniversary of the Purchase Date: If the
Participars is cmiployed by the Company or a subsidiary on the fifth anniversary of the Purchase Date;
the Company will fargive the entire amount of the Tax Loari. Except as provided below with respect to
a change in contolof the Company, the Tax Loan‘of.any Participant who voluntarily terminates his or
her-employment.or who is discharged for cause. prior 1o the fifth anniversary of the Purchase Date will
“beeome due. and. payable, 30, days afler such torsiination or discharge, If the Pammpan( becomes
disubled or dies: prior to siuch’ fifth anniversary the: Company will: forgive the. entire amount.-of the
Participant’s Tax Loan; If the Participant is°discharged for reasons other than cause prior-to such fifth
Anniversary. the Company will pay to thie discharged Participant the greater of (i J an amount equal to
thie suin.of (A) that portion of the Purticipant's Tax Loaw which cxeceds the aggregate:"vested value”
(45 defined below)-of all Shares whicli wiere purchiased by the Participant on such Purchase Date and
Sbecamie Vésted Shares, plus (B) the amount'determined oni a grossed-up basis:(so that the Participant
piswhiole onan after-tas basis). necessary to dxsc}mrg,o all fcdcml and state income tax Tability of the
‘Participant-arising from the paym, ant’s Tax Lo.m,

~such paywignt: obhgahon 10 be smsfcd ta the extent posslhlo by forgiving the nppropnatL portion-of:
the-Tay. Loan, For 1h|s purposd, nhc Svested value!” nf a Slnrc mII be the fair ‘market value’ of siich




Q!urA at’ the time it bccamc a lev(l Slnrc winus: the: $1.00 pald for lhv Sh'vc, ]f 2 Pnrtlmpants
employrient terminades for ang réagon within two ‘years following the dale of any chmlgn in control of
sthe Compnny, the Participant's entire Tax Loan will be forgiven, )

Shaves Subject to Plan, Shares awarded pursuant 1o the Restricted Stock Plan may beaithorized
but. unissued shares o treasnry shares as'sletermined by the Commiittée: The aggregite number of
Shares whichmey be issued under the Restricted Stock Plan will not exceed. 175.000. However, non-
vested Shaves which are repurchised by the Company from Participants for $1,00 iway Be resold under
the: Hestricted Stock Plan:

Tav- Treatment A Participant who. purchases. Shares ‘and’ files an election”in -accordance with
Scction53(b) of the Internal Revenue Gode (the “Cade™), within 30 days after the Purchase Date (an
“83{b) election™) will-eakize ordinary. income-‘on the Purehase: Date in an amgunt equal o the
difference.between ahie then fair market salue ‘of each: Share and the-$1.00 paid for éach Share, A
Participant whe disposes of a Vested Share afier making an $3(b) election will realize capital gain of
losy in the amount of the difference befwen the sales price.and the fate market value of the Share at
the time the %3(b) election' was-made {assuming.the Share was held as a capital asset);

A Participant whi réceives & Tax Loan will realize ardinary income in each year during which the
Tav Lo is outstanding i the amount of the “foregone interest™ for that year, and -will be entitled to
anoffsetting deduction for interest paid wxeept.to the extomt deductions for interest on investiment
indéhtedness may be timited by the Code: To the extent that 4 Tax Loan i€ forgiven, a Participant will
realize ordinary’ incomé in the year of forgiveness in the amount 'of the prircipal forgiven,

Except to e estent Seetion 280G of the Gode {provisions relating Lo payrrents contingent upon-a
ehange in control) applies; when u Panticipant réalizes ordinary- income (upon an $3(h).clection or as
aconsequence of the Tax Loari), the Company wilt he entitfed to.a deduction for compensation paid in
adike amonnt. The forgiveness ofa Tax Loan and the acecleration of the vesting of the Shares upon a
change in control may trigger. the foregoing provisions. of the *Code. Under those . provisions, the -
Conipany will ot be entitied 10.a dudn( ton-for, and the Participant siust pay & 20 percent excise tax
orifany “excess parachite payments” (the exeess of parachute payments over the base amourit).

Adjustmient, Amendment .and Termination:. The. Commitlee ‘may adjust the number: of Shiares
awarded to Participants, and sy otherwise adjust the Restricted Stock Plan, to take into consideration
material changes in accounting practices or principles. recapi fons, mergers, liclati stock
splits. acquisitions or dispositions of stock o property, changes in the fiscal year, or other events if'it is
determined by the Committee thit sieh adjustment is appropriate to avoid distortion.in the operation
of the Restricted Stock: Plan, The Restrictel Stock Plan may b terminated or otherwise:nmended or
wiodificd at-any time by the Committed; provided: however. that the Committee smay not without the
approval-of the stockholders: (a) Tnerease the. maxinnai number of Shares which inay be issued under
he Restricied Stock Plas {exiepl as provided above). (b3 provide for administration of the Restricted
Stock Plan-other than’ by the Committee. or (¢} (h.m;,c the class of excéutives eligible for awards
under the Restricted Stock. Blan,

Bffectice Date: The Restricted: Stoéh Plan sha" become -effectivé: wpon its: approval by the
stockbiolders of, ﬂm Cumpany

Retiived, \(:1" The' f.xmmblc vote uf the. holders of i m’iJ()rll)‘ of :the: oitstanding shares: of

Common Stock:of the. Company preseiit s person or-by proxy at the Anmual Mecting and cntn!l&"d l0~
'\ﬂl(‘ is Teq ired to upprove thc I\ccmum Stock Plan:

Thc Directors recommicid

vote FOR the proposal to.approve the Restricied Stock. Plar,




APPROVAL OF INDEPENDENT. AUDITORS

{The-Bourd of, Dircetors has selueted the firm of Peat; Marwick. Mitchelt & Co,-as independent
-audlitoss for the current Tiscal year, upon the redommendation of.its At Comiittee, and proposes
thatthe stockholdérs approve this scléction: Peat, Marwick, Mitchell-& Col served . the. Company's
indepenid-nt-anditor for fiscal- 1085, Representatives of that firm: arc:expectod 1o be present at the
Annual Méeling of Stockholders atwhich they will haves the opportunity to make a statement il they so
desice, and belavailable to respond to appropriate questions,

PROPOSALS OF STOCKHOLDEHS

l’mpm.ds of stockhalders inlended to be prosented at the next. Annual \1cc\m;, ol Stockholders
st bereceived by the Secrétary, Morsé Shoe, Toc,. 533 Turnpike Street, Canton, Mas: husetts
02031, ot Inter than November '29; 1986 to b considercd for inclusion in thé Company’s’ Proxy
Statement and form of provi telating fo that meeting.

GENERAL

‘As-of the date ol this Proxy’ Statement, the mamagement knows of rio business which will.be
presented to the meeting which is not referred o in the accompariying notice. However, us to.other
Dissiness, if any, which may properly come before the mcetinig or any feconvened scssions thereof, the
pecsons named as prosics will have discretionary anthority to vele the shares rcprﬂu\l(d by the
aceaupanying prosy n accordance w vithi their own judgment.

Tlie Conipany. will bear the'cast of solicitition of prosies, including th
brokerage: Girms anid others lor forwarding solicitation. material to beneficial awners. of stock. In
addition to the use of. the:mails; proxics may be selicited by personal interview. by telephoné or by

“teliigraph. The Company hasretained D. F. King & Ca.. Inc. o assist.in the solicitation of proxies and:
aritiéipatis that-the fees'it will ineur for this.ser viee will not exceed $6,000, plus reimbursesnent of
CXPENSES,

charges and expenses ol

By Order of the Board of Dirertors,

Kexwers C, Cumming
Seeretary




