=—= INTERLEAF, INC.

Ten Canal Park
Cambridge, Massachusetts 02141

Notice of Special Meeting in Lieu of an Annual Meeting of Stockholders
to be held August 14, 1987

A Special Meeting in Lieu of an Annual Meeting of Stockholders (the “Special Meeting”) of

Interleaf, Inc. (the “Company”) will be held at The Bank of Boston, 100 Federal Street, Boston,
Massachusetts on Friday, August 14, 1987 at 9:00 a.m., local time, to consider and act upon the following
matters:

1. To fix the number of directors at six (6) and to elect six (6) directors to serve for the
ensuing year.

2. To ratify and approve amendments to the Company’s 1983 Stock Option Plan (the “Stock
Option Plan”) to increase the number of shares of Common Stock available for issuance under the
Stock Option Plan from 1,200,000 to 1,700,000 shares and to provide for the grant of options to
non-employee directors, as described in the Proxy Statement.

3. To approve the Company’s 1987 Employee Stock Purchase Plan covering 200,000 shares of
the Company's Common Stock, as described in the Proxy Statement.

4. To approve an amendment to the Company’s Articles of Organization to eliminate the
personal liability of directors for monetary damages under certain circumstances, as described in the
Proxy Statement.

5. To approve amendments to the Company’s Articles of Organization providing for the
classification of the Board of Directors into three classes and providing for amended procedures for
changing the number of directors, removing directors and filling vacancies on the Board, and to
approve amendments to the Company’s By-Laws adopting notice requirements for bringing matters
before meetings and providing for judges of election, as described in the Proxy Statement.

6. To approve a “Fair Price Amendment” to the Company’s Articles of Organization providing
for minimum price, form of consideration and procedural requirements or, alternatively, the
affirmative vote of 80% of the holders of the outstanding stock entitled to vote in connection with
certain business combinations involving a 10% stockholder, or a vote of a majority of the holders of
the outstanding stock entitled to vote in connection with corporate actions which satisfy or do not
trigger the Fair Price Amendment, as described in the Proxy Statement.

7. To ratify the selection of Ernst & Whinney as the Company’s independent auditors for the
1988 fiscal year.

8. To transact such other business as may properly come before the meeting or any
adjournment thereof.

Stockholders of record at the close of business of June 25, 1987 will be entitled to vote at the Special

Meeting or any adjournment thereof. The stock transfer books of the Company will remain open.

By Order of the Board of Directors,

J. John Brennan, Clerk

July 7, 1987
Cambridge, Massachusetts

WHETHER OR NOT YOU EXPECT TO ATTEND THE SPECIAL MEETING, PLEASE
COMPLETE, DATE AND SIGN THE ENCLOSED PROXY AND MAIL IT PROMPTLY IN THE
ENCLOSED ENVELOPE IN ORDER TO ASSURE REPRESENTATION OF YOUR SHARES. NO

POSTAGE NEED BE AFFIXED IF THE PROXY IS MAILED IN THE UNITED STATES.



Percentage of
Number of Shares g
Beneficially Common Stock

Name and Address of Heied Qutstanding

__Beneficial Owner

43.07%
CEDE & Co.(1) .. ovuvveerennnarnenes 4,831,236 o

P.O. Box 20
Bowling Green Station
New York, NY 10004

First Capital Corporation

of Chicago (2) ......cvvinniriiiiren
Suite 1330
Three First National Plaza
Chicago, IL 60602

755,181 ! 6.73

David A. Boucher(3) ...............cn0n 586,339 5.22
c/o Interleaf, Inc.
Ten Canal Park
Cambridge, MA 02141

Harry A. GEOIge «.uvvevvvrrenrrreennsnn 567,189 5.05
c/o Interleaf, Inc.
Ten Canal Park
Cambridge, MA 02141

All directors and officers as
a group (13 persons}(4) .............. 1,787,050 15.80

(1) CEDE & Co., the nominee of The Depository Trust Company, New York, New York, is used
primarily by banks and brokers to hold shares as nominee for themselves and their customers.

(2) Includes 8,334 shares held by Madison Dearborn Partners, an entity which may be considered
to be part of a group with First Capital Corporation of Chicago.

(3) Includes 10,000 shares held by Mr. Boucher’s spouse. Includes 100,000 shares held by an

irrevocable trust for the benefit of Mr. Boucher's children, as to which Mr. Boucher disclaims
beneficial ownership.

(4) Does not include 132,700 shares held by children and irrevocable trusts of certain directors
and officers, as to which these directors and officers disclaim beneficial ownership. Includes
10,000 shares held by the spouse of a director. Does not include shares held by Applied Tech-
nology Partners, L.P., First Capital Corporation of Chicago, Madison Dearborn Partners OF
funds managed by or affiliated with Hambrecht & Quist Venture Partners, of which certain
directors of the Company may be deemed to be beneficial owners, William' J. Hunckler, I,
curren.tly a director of the Company, has chosen not to stand for re-election due to other
commitments. Includes an aggregate of 97,785 shares issuable upon exercise of options held by

eight officers, which options are currently exercisable o ; e
period after April 30, 1987 r become exercisable within the 60-day
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Articles of Organization and the related amendments

ELECTION OF DIRECTORS

The persons named in the enclosed proxy will vote to fix the size of the Company’s Board of Direc-
tors at six and to elect as directors the six nominees named below, all of whom are presently directors of
the Company, unless authority to vote for any or all of the directors is withheld by marking the proxy to
that effect. All of the nominees have indicated their willingness to serve, if elected, but if any should be

unable to serve, the proxies may be voted for a substitute nominee or nominees designated by manage-
ment.

If the stockholders approve the amendment regarding classification of the Board of Directors, the
Company’s Articles of Organization will provide for three classes of directors. See “Amendments Con-
cerning the Classification of the Board of Directors and Related Matters.” In such event and if the nomi-
nees are elected, Messrs. Boucher and Bamber will be elected for an initial term expiring at the 1990
Annual Meeting of Stockholders; Messrs. Potter and Hammer will be elected for an initial term expiring
at the 1989 Annual Meeting of Stockholders; and Messrs. George and Sansonetti will be elected for an
initial term expiring at the 1988 Annual Meeting of Stockholders (in all cases until their respective succes-
sors are duly elected and qualified). If the proposed amendment regarding classification of the Board of
Directors is not so approved, all of those so elected will serve as directors of the Company until the next
Annual Meeting of Stockholders and until their respective successors are elected and qualified.

The following table sets forth the name and age of each nominee, the year of the commencement of
his term as a director of the Company, the number of shares of Common Stock of the Company reported
as beneficially owned by him on April 30, 1987 and the percentage of all outstanding shares of Common
Stock owned by him on such date:

Number of Percentage of
Commencement Shares of Common
of Term as a Beneficially Stock
Name and Age Director Owned(1) Outstanding
David A. Boucher, 38 ............ 1981 586,339(2) 5.22%
Harry A. George, 38 ............. 1981 567,189 5.05
George D. Potter, Jr., 50 ......... 1983 256,865(3) 2.29
Frederick B. Bamber, 44 ......... 1984 0(4) \
Michael Hammer, 39 ............ 1982 70,660 _ -
Patrick J. Sansonetti, 42 .......... 1985 2,400(5) v

*Less than 1%

(1) Includes an aggregate of 38,485 shares issuable upon exercise of options held by certain direc-
tors, which options are currently exercisable or become exercisable within the 60-day period
after April 30, 1987.

(2) Includes 10,000 shares held by Mr. Boucher's wife. Includes 100,000 shares held by an irrevo-
cable trust established for the benefit of Mr. Boucher’s children, as to which Mr. Boucher
disclaims beneficial ownership.

(3) Does not include an aggregate of 2,700 shares owned by Mr. Potter's children or 30,000 shares
held by an irrevocable trust established for the benefit of Mr. Potter's children, as to which Mr.
Potter disclaims beneficial ownership.

(4) Does not include 391,700 shares held by Applied Technology Partners, L.P., as to which !\_/Ir.
Bamber disclaims beneficial ownership. Mr. Bamber is one of two General Partners of Applied



which is the General Partner of Applied Technology Partners,

Techloib Rociates E'F- power with respect to all such shares.

L.P., and accordingly shares voting and investment

(5) Does not include 166,667 shares held by the funds managed by or affiliated with Hambrecht &
Quist Venture Partners, of which Mr. Sansonetti is a General Paan.er. Mr. Sar}sonettl shares
voting and investment power with respect to, but disclaims beneficial ownership of, all such

shares.

Principal Occupation of Nominees

David A. Boucher serves as Chief Executive Officer of the Company and has served as President and
a Director of the Company since its inception in 1981.

Harry A. George has served as Vice President of Finance, Treasurer and a Director of the Company
since its inception in 1981.

George D. Potter, Jr. has served as Vice President of Marketing and a Director of the Company
since February 1983. From 1979 to 1983, he was employed by Wang Laboratories, Inc., most recently as
New England District Sales Manager.

Frederick B. Bamber has been a Director of the Company since January 1984. Since January 1982
he has been a General Partner of Applied Technology Partners, L.P., a venture capital limited partner-
ship.

Michael Hammer has served as a Director of the Company since July 1982. He has been President
of Hammer and Company, Inc., a management consulting firm, since 1982.

Patrick J. Sansonetti has been a Director since July 1985. He has been associated with Hambrecht &
Quist since September 1983, currently as a General Partner. From 1982 to 1983, Mr. Sansonetti was Vice
President, Business Development, of Fidelity Systems Company, a subsidiary of Fidelity Investments.

Previously Mr. Sansonetti was associated with Prime Computer Inc. for five years in various management
positions.

Board and Committee Meetings

The Company established a standing Audit Committee of the Board of Directors in May 1986, which
provides the opportunity for direct contact between the Company’s independent auditors and the Board.
The Audit Committee reviews the effectiveness of the auditors during the annual audit, discusses the
Company’s internal control policies and procedures and considers and recommends the ;lect_ion of the
Company’s independent auditors. The Audit Committee did not meet formally during the 1987 fiscal
year. The current Audit Committee members are Messrs. Hunckler (Chairman), Bambe% and Sansonetti.

The Company established a standing Compensation Committee of
1986. The Compensation Committee met seven times during the 1987
tions to the Board regarding compensation programs of the C,
1983 Stock Option Plan and the 1987 Employee Stock Pyr

; : chase
Compensation Committee are Messrs. Boucher (Chairman) BamberP 1zil:c'l g::s::éfﬁnt members of the
: 1.

the Board of Directors in August
fiscal year to make recommenda-

The Company has no Nominating Committee.

director attended at least 75% of the aggregate numb . y
committees of the Board on which he served.
There are no arrangements or understandin
pursuant to which such director or officer is to be elected as
relationships between or among any directors or offi
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Executive Compensation

The following table sets forth the cash compensation paid by the Company during the fiscal year
ended March 31, 1987 to each of its five most highly compensated executive officers whose cash compen-
sation exceeded $60,000, and the cash compensation of all executive officers of the Company as a group.
Amounts set forth below include compensation only for periods during which such offices were held.

Name of Individual

or Number of Persons Capacities in Cash
in Group Which Served Compensation
David A. Boucher ............... Chief Executive QOfficer $ 112,693
George D. Potter, Jr.............. Vice President of 113,321
Marketing
Harry A. George ................ Vice President of 95,655

Finance and Treasurer
Steven M. Schwartz . ............. Vice President of 110,432
Marketing Programs
and Communications
Frederick J. Egan ............... Vice President of 93.182
Third Party Operations

All executive officers ............. 857,067
as a group (9 persons)

Effective in July 1987, directors of the Company shall receive $500 per Board meeting attended. In
addition, subject to stockholder approval, each current non-employee director will be granted an option
to purchase 4,500 shares of the Common Stock of the Company at a price equal to the fair market value
at the time of grant, which option will become exercisable over three years and, subject to certain addi-
tional conditions, each non-employee director elected in the future will be granted an option to purchase
Common Stock having a fair market value on the date of grant of up to $200,000. See “Approval of
Amendments to 1983 Stock Option Plan — Proposed Amendments — Outside Directors’ Options”.

Bonus Plan

David A. Boucher, Harry A. George and George D. Potter, Jr. participate in a compensation pro-
gram pursuant to which they are eligible to receive bonuses based upon achievement of certain revenue
and earnings objectives. Messrs. Boucher, George and Potter received $16,000, $12,000 and $12,000,
respectively, under this program for fiscal 1987 and are eligible to receive up to an aggregate of $100,000
for fiscal 1988.

1983 Stock Option Plan

For information concerning the Company’s 1983 Stock Option Plan, see “Approval of Amendments
to 1983 Stock Option Plan” below.

1987 Employee Stock Purchase Plan

For information concerning the Company’s 1987 Employee Stock Purchase Plan, see “Approval of
1987 Employee Stock Purchase Plan” below.

Certain Transactions

During the fiscal year ended March 31, 1987, the Company recorded revenues from product sales,
license fees and royalties from Eastman Kodak Company (“Kodak”) in the aggregate amount of




$1,888,000. Prior to the Company’s initial public offering, Kodak owned more than 5% of the ComPany'S
capital stock, all of which was sold in the initial public offering in July 1986. Until May 1986, an officer of
Kodak was a Director of the Company.

APPROVAL OF AMENDMENTS TO 1983 STOCK OPTION PLAN

Under the Company’s 1983 Stock Option Plan, as amended (the “Stock Option Plan”), the Com-
pany is currently authorized to grant options to employees of the Company to purcl_xase up to 1,200,000
shares of Common Stock, of which 101,132 shares of Common Stock remained available for future grant
as of March 31, 1987. Any shares of the Company's Common Stock issued pursuant to the Stock Option
Plan which are returned to the Company shall be available for future grants under the plan.

Proposed Amendments

Increase in Shares. To ensure that the Company may continue to attract and retain key employees,
on February 27, 1987 and April 24, 1987, the Board of Directors amended, subject to the approval of the
Company's stockholders, the Stock Option Plan to increase the number of shares reserved for issuance
under the Stock Option Plan from 1,200,000 to a maximum aggregate of 1,700,000 shares (subject to
adjustment for any dividend, stock split or other relevant changes in the Company's capitalization). The
Company believes this amendment will enhance its ability to attract and retain key employees.

Outside Directors’ Options. To ensure that the Company may continue to attract and retain talented
non-employee (“outside”) directors and to give the outside directors an equity interest in the Company,
the Board of Directors on June 19, 1987 adopted, subject to stockholder approval, an amendment to the
Stock Option' Plan providing for a mandatory grant of a non-statutory stock option to each outside direc-
tor. Each current outside director will receive an option to purchase 4,500 shares of the Common Stock of
the Company at an exercise price equal to 100% of the fair market value of the Common Stock on the
date of grant. The date of grant for current outside directors will be the date on which stockholder
approval of this amendment is obtained. These options will become exercisable on a cumulative basis over
a three-year period, with one-third of the option becoming exercisable at the end of each year.

In addition, each person who in the future becomes an outside director will be granted, on the date
of his election to the Board, an option for the purchase of Common Stock having a fair market value on
the date of grant of no more than $200,000. The exercise price of all such options shall be equal to the
fair market value on the date of grant and such options shall become exercisable in installments over a
period of not less than three years. The Company intends to seek a “no-action” letter from the Securities
and Exchange Commission with respect to the compliance under Rule 16b-3 under the Securities Ex-
change Act of 1934 of the proposed provision regarding the grant of options to new outside directors.

Such provision shall not become effective, and no such options will be granted to new outside directors,
until the Company receives such a “no-action” letter.

The following is a brief summary of the provisions of the Stock Option Plan:

Eligibility

Administration, Option Exercise and Price

The Stock Option Plan is administered b
tion to the Compensation Committee subject

y the Board of Directors whi
to the Board’s ultimate co

ch has delegated its administra-
ntrol. Both non-statutory stock
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options and “incentive stock options” intended to qualify under Section 422A of the Internal Revenue
Code may be granted under the Stock Option Plan. The Compensation Committee selects the optionees
and determines (i) the number of shares subject to each option, (i) when the option becomes exercisable,
(iii) the exercise price, which cannot be less than 100% of the fair market value for incentive stock
options, and (iv) the duration of the option, which cannot exceed 10 years. Payment of the option exer-
cise price is made in cash. While the Company may grant options which are exercisable at different times
or within different periods, options currently are generally exercisable in full immediately, subject to cer-
tain transfer restrictions which provide the Company with the right to repurchase such stock in decreasing
amounts in accordance with a three-year vesting schedule. Options are not assignable or transferable
except by will or the laws of descent and distribution. An optionee may exercise his option up to three
months after he ceases to be an employee. If termination is due to death or disability, the option is

exercisable by the deceased employee’s representative or the disabled employee for a one-year period
thereafter.

Special Provisions for Incentive Stock Options

In February 1987, the Board of Directors adopted certain amendments to the Stock Option Plan to
conform the provisions of such plan to the Tax Reform Act of 1986. The Stock Option Plan, as amended,
provides that (a) no incentive stock option granted under the plan prior to January 1, 1987 may be
exercised by an optionee while any incentive stock option previously granted to such optionee remains
outstanding, (b) the aggregate fair market value of the Common Stock (at the date of grant) which may be
made the subject of incentive stock options granted under the plan prior to January 1, 1987 to any officer
or employee in any one calendar year cannot exceed the sum of $100,000 plus any unused carry over and
(c) no incentive stock option granted under the Stock Option Plan on or after January 1, 1987 can, in the
apgregate, become exercisable for the first time in any one calendar year for shares of Common Stock
with an aggregate fair market value (at the date of grant) of more than $100,000.

Previous Grants

The following table shows as to each of the officers named in the table on page 5 above and as to all
executive officers as a group, (i) the number of shares covered by options granted between April 1, 1984
and May 15, 1987, and the average price per share thereof, and (ii) the net value realized upon exercise
of opticns during such period:

Granted Exercised
Number of Average
Shares Per Share Aggrepgate
of Common Exercise Net Value
Stock Price Realized(1)
George D. Potter, Jr .......000.n, 30,000 $ 14.63 —_—
David A, Boucher ............... 40,000 14.63 -—
Steven M. Schwartz .............. 19,500 3.46 $ 17,220
Harry A. George «....vovvviennn, 30,000 14.63 —
Frederick J. Egan ............... 7,000 3.54 5,740
All executiv(e officers
as a group (9 persons
inclucgling the above) ............. 219,500 $ 8.52 § 300,985

(1) Represents the difference between the option price and the fair market value of the shares of
Common Stock acquired as of the date of exercise.
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During the period from April 1, 1984 to May 15, 1987, incentive stock op.tion-s for the purchase of
an aggregate of 790,034 shares of Common Stock (net of cancellations and terminations) were granted to
employees of the Company other than executive officers. As of May 15, 1987, an aggregate of 338,499
shares of Common Stock had been issued to employees (including executive officers and net of repur-
chases) upon exercise of options granted under the Stock Option Plan, and stock options to purchase an
aggregate of 949,685 shares of Common Stock at an average exercise price of $7.02 per share were
outstanding and held by 383 employees (including executive officers), with expiration dates ranging from
July 30, 1993 to May 15, 1997.

Amendment

The Board of Directors may at any time amend or revise the terms of the Stock Option Plan except
that no such amendment or revision to the Stock Option Plan may be made without the approval of the
holders of a majority of the Company’s Common Stock, if such amendment would (a) materially increase
the benefits accruing to participants under such plan, (b) materially increase the number of shares which

may be issued under such plan or (c¢) materially modify the requirements as to eligibility for participation
under such plan,

The Board of Directors believes that the proposed amendments to the Stock Option Plan are in the
best interest of the Company and its stockholders and recommends a vote FOR this proposal.

APPROVAL OF 1987 EMPLOYEE STOCK PURCHASE PLAN

In February 1987, the Board of Directors adopted, subject to shareholder approval, the Company’s
1987 Employee Stock Purchase Plan (the “Stock Purchase Plan”) covering an aggregate of 200,000
shares of Common Stock (subject to adjustment for any dividend, stock split or other relevant changes in
the Company’s capitalization). The Company believes that the opportunity to acquire shares of its Com-
mon Stock through participation in the Stock Purchase Plan is an incentive to employees of the Company
and that the Stock Purchase Plan will help the Company in attracting employees.

Annual Offerings; Number and Purchase Price of Shares

The Stock Purchase Plan consists of four semi-annual offerings of 50,000 shares each. The number

at the election of the Compensation Committee, by
ased, during an earlier offering. The first offering of

» subject to stockholder a roval of th k hase
Plan, and will terminate in October 1987. Offering PRk e Stock Purc
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November 1 thereafter through April 1989, e

During each semi-annual offering, the maximum number of sh
participating employee is determined on the fir

amount equal to the employee’s total compensation (;
to 10% deducted from his or her total compensation for this purpo
may purchase -the stock is the lower of 85% of the last reported sal
NASDAQ National Market System on the day that the offering commences or the day that the offering
terminates. If. the Company receives requests from employees to purchase more th hay that the ? i
available during any offering, the available shares will be allocated on an the r}umber of shal

employees. PTO rata basis to subscribing

se. The price at which the employee
€ price of the Common Stock on the

Eligibility

Each employee of the Company having at least th

: ] ree month, ] "
offering commences and who ordinarily works more tha > of continuous service:as ofithe datgjal

N 20 hours per week and more than five months

per year is eligible to partici

pate in the Stock Purchase Plan. As of May 15, 1987, approximately 331
employees were eligible to p

articipate in the first offering under the Stock Purchase Plan.
Amendment and Termination

The Board of Directors of the Company may at any time amend the Stock Purchase Plan, However,

no amendment shall be made without prior approval of the majority of the Company’s outstanding Com-
mon Stock, if such amendment would (a) materially increase the benefits accruing to participants under
such plan, (b) materially increase the number of shares which may be issued under such plan, or (c)
materially modify the requirements as to eligibility for participants under such plan.

Administration

The Stock Purchase Plan is administered by the Board of Directors which has delegated its admini-
stration to the Compensation Committee subject to the Board’s ultimate control.

Federal Income Tax Consequences

The Stock Purchase Plan is intended to qualify as an “employee stock purchase plan” as defined in
Section 423 of the Internal Revenue Code of 1986, as amended (the “Code”). The Company is currently
seeking a revenue ruling from the Internal Revenue Service (the “IRS™) with respect to the deduction of
contributions from total compensation, defined as base pay plus any overtime, shift differential, incentive
compensation, bonuses and other special payments. While the Company has no reascn to believe that the
IRS will rule unfavorably, there can be no assurance that a favorable ruling will be received. In the event
that the Company does not receive a favorable ruling, the Company will terminate the Stock Purchase
Plan and any options previously granted under the Stock Purchase Plan shall terminate. In such event,

payroll deductions shall be returned to employees with simple interest computed upon such balance at the
rate of 4% per annum.

Under a qualified “employee stock purchase plan”, an employee does not have to pay any federal
income tax when he or she joins the employee stock purchase plan or when an offering ends and he or
she receives shares of the Company’s Common Stock. The employee must, however, recognize income on
the difference, if any, between the sale price and the purchase price of the shares, which shall be deter-
mined as follows: If the employee has owned the shares for more than two years from the date of grant
and more than six months from the date of exercise (the “Holding Period”) and the market price of the
shares on the date of sale is higher than the purchase price under the Stock Purchase Plan, the employee
must recognize ordinary income at an amount equal to the lesser of (a) the market price of the shares on
the day the offering commenced over the price paid or (b) the excess of the amount actually received for
the shares over the purchase price. Any further gain will be treated as long-term capital gain. If the
employee sells the shares prior to the end of the Holding Period, he or she must recognize ordinary
income on the amount of the difference between the actual purchase price and the market price of the
shares on the date of purchase. The difference between the sale price and the fair market value on the
date of purchase will be taxed at capital gain rates. The Company generally will not be entitled to a tax
deduction upon either the purchase or sale of shares under the Stock Purchase Plan.

The Board of Directors believes that the proposed Stock Purchase Plan is in the best interest of the
Company and its stockholders and recommends a vote FOR this proposal.




APPROVAL OF AMENDMENT TO
ARTICLES OF ORGANIZATION
REGARDING DIRECTORS’ LIABILITY

On December 24, 1986 the Commonwealth of Massachusetts adopted amendments to its General
Laws, based upon substantially similar amendments recently adopted in the State of Delaware, to permit
Massachusetts corporations to limit the liability of directors for violations of their duty of care. The
amendments authorize a Massachusetts corporation to include in its Articles of Organization provisions
which, subject to certain exceptions set forth below, eliminate or limit a director’s personal liability for
monetary damages to the Company or its stockholders resulting from a breach of such director’s fiduciary
duty.

The Company believes that its continued growth and profitability depends to a large extent on its
ability to attract and retain qualified directors, and to remove obstacles to the quality and stability of its
governance. Accordingly, the Board of Directors, at a meeting on June 19, 1987, unanimously approved
the amendment to the Articles of Organization described below and attached hereto as Exhibit A (the
“Amendment”), and recommended that the Amendment be presented to the stockholders for their ap-
proval.

Purpose of the Proposed Amendment

As in Delaware, the amendments to Massachusetts law are part of a nationwide legislative response
to recent changes in the market for directors’ liability insurance. In recent years, directors of public
companies have increasingly become subject to substantial persconal liability for actions taken or omitted
by them as directors, as well as to significant expenses in defending their conduct. The proliferation of
these suits has in large part made it difficult to obtain directors’ liability insurance. Over the past year,
many insurance carriers have ceased to write directors’ and officers’ liability insurance policies and other
insurance carriers that have remained in the business have curtailed the amount of coverage they are
willing to provide and have significantly increased premiums. This unavailability or significantly increased
cost of directors’ liability insurance has been perceived as a threat to the quality and stability of the
governance of corporations because directors became unwilling, in many instances, to serve without the
protection provided by such insurance and, in other cases, became inhibited in making business decisions
that would be in the best interest of the corporations.

If the proposed provision regarding the limitation of liability is adopted and implemented, the Board
of Directors believes that directors’ and officers’ liability insurance may be more readily available at a
lower cost to the Company. The Board of Directors also believes that although the Company has not yet
experienced problems in attracting or retaining highly qualified directors, adoption of the proposed provi-
sion will enhance the Company’s ability to attract and retain highly qualified directors. Additionally, the
Board of Directors believes that to the extent that provisions similar to this amendment are adopte'd by
most of the companies incorporated in the Commonwealth of Massachusetts, those companies without
such provisions in their Articles of Organization may be at a disadvantage in procuring liability insurance

for their directors or retaining and recruiting qualified direct
: | ors. The Company d
directors’ and officers’ liability insurance. pany does not currently carry

Although the current fjirecto_rs of the Company could benefit from the proposed provision, and
t}3erefore' may have a conﬂ{ct of interest in recommending stockholder approval of this proposal, the
directors’ primary concern is to enhance the Company's ability to attract and retain directors ir,u the

future. There is not any currently pending or threatened litipati ;
ed litigation against any di
; irector mpan
and the pompany is not aware of any such threatened litigation or proceeding oz- an hof thT- Qo . p o);
e y such past litigation

Description and Effect of the Proposed Amendment

The proposed Amendment provides that a director of

the ;
either the Company or its stockholders for monetary dama Company shall not be personally liable to

£es resulting from a breach of fiduciary duty as
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a director, to the fullest extent permitted by Chapter 156B of the General Laws of Massachusetts (the
“Massachusetts Business Corporation Law"), The Massachusetts Business Corporation Law prohibits the
elimination or limitation of a director’s liability for any of the following:

a. Breaches of the director’'s duty of loyalty to the Company or its stockholders;

b. Acts or omissions not in good faith or which involve intentional misconduct or a knowing
violation of law;

¢. Acts covered by Sections 61 or 62 of the Massachusetts Business Corporation Law (which
relate generally to the liability of directors for authorizing distributions to stockholders at a time
when the Company is insolvent or bankrupt and the liability of directors for approving loans to
officers or directors of the Company which are not repaid and which were not approved or
ratified by a majority of disinterested directors or stockholders); and

d. Transactions from which the director derived an improper personal benefit.

The proposed Amendment would preclude actions for monetary damages against directors of the
Company only with respect to violations of a director’s duty of care. A director’s duty of care is his duty to
act with such care as an ordinarily prudent person in a like position would use under similar circum-
stances. Under the Amendment, directors would not be personally liable to the Company or its stockhold-
ers for monetary damages arising from a breach of the duty of care occasioned by a director’s failure to
exercise sufficient care in reaching decisions or otherwise attending to a director’s responsibilities. Thus, a
director will generally no longer be liable to stockholders for monetary damages for negligence or gross
negligence in exercising his business judgment, including the exercise of judgment with respect to acquisi-
tion proposals for the Company. If the Amendment is approved, a stockholder will be able to prosecute
an action against a director for monetary damages only if he can show a breach of the duty of loyalty, a
failure to act in good faith, intentional misconduct, a knowing viclation of law, an improper personal
benefit or an illegal dividend or stock repurchase.

The Amendment would not affect the ability of the Company or its stockholders to seek equitable
remedies, such as an injunction or rescission, against a director for breach of his fiduciary duty and would
not limit the liability of directors under other laws such as the federal securities laws. In addition, the
Amendment would not limit the liability of officers or employees of the Company or of any director acting
in his capacity as an officer or employee of the Company, and would not affect the liability of a director
for acts or omissions that occurred prior to the effectiveness of the Amendment. Also, the duty of loyalty
imposed on directors would not be affected by the Amendment. The duty of loyalty generally requires that
a director act in good faith and in a manner he reasonably believes to be in the best interest of the
Company, rather than in his own interest or in the interest of others.

The proposed limitations on the personal liability of a director to the Company and it stockholders
for monetary damages for violation of his fiduciary duty extends only so far as is legally permitted under
the Massachusetts Business Corporation Law. Because the amendment to the Massachusetts Business
Corporation Law permitting such limitation has only recently been enacted, there have not been any
judicial interpretations as to its precise scope or validity. If the courts or the Massachusetts legislature
narrow or expand the coverage of the relevant provisions of the Massachusetts Business Corporation Law,
under the terms of the Articles of Organization, this limitation on liability will likewise be narrowed or
expanded without any further stockholder action.

The Board of Directors believes that the proposed Amendment is in the best interest of the stock-
holders and the Company and that it will, in combination with the indemnification provisions previously
adopted, help to maintain the Company's ability to attract and retain individuals to serve as directors of
the Company and to allow such individuals to exercise their independent business judgment on b‘eha.lf of
the Company. The Amendment, however, limits the remedies available to stockholders dissatisfied with a
Board decision which is protected by the provision. A dissatisfied stockholder’s only remedy in such a
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circumstance is to seek the equitable remedy of rescission or injunction, which may not, in all circum-
stances, be an adequate remedy. The Board of Directors, however, believes that the diligence exercised
by directors stems primarily from their desire to act in the best interest of the Company and not from a
fear of monetary damage awards. Consequently, the Board believes that the level of scrutiny and care
exercised by directors will not be lessened by the adoption of the Amendment.

The Board of Directors recommends a vote FOR the Amendment.

AMENDMENTS CONCERNING THE
CLASSIFICATION OF THE BOARD OF DIRECTORS
AND RELATED MATTERS

This group of proposals would (a) amend the Articles of Organization of the Company to (i) classify
the Board of Directors into three classes, each of which will serve for three years, with one class being
elected each year; (ii) provide that directors may be removed only with approval of holders of at least 80%
of the voting power of the Company entitled to vote generally in the election of directors; (iii) provide that
any vacancy on the Board shall be filled by a majority of the directors then in office, even though less than
a quorum, and (iv) increase the stockholder vote required to alter, amend or repeal the foregoing provi-
sions, or related provisions of the Articles of Organization or By-laws, from the two-thirds currently re-
quired to 80% of the voting power of the Company; and (b) amend the By-laws of the Company to
provide that advance notice shall be given by stockholders proposing to introduce business at a meeting of
stockholders and to provide for the appointments of judges of election.

The Board also has approved conforming amendments to the-By-laws of the Company relating to
number, election, classification and removal of directors and the filling of vacancies which will become
effective upon the effectiveness of the proposed amendments to the Articles of Organization. The full text
of the proposed amendments to the Articles of Organization, and the proposed amendments to the By-
laws (other than conforming amendments), are attached to this Proxy Statement as Exhibit B, and stock-
holders are urged to review carefully the text of such amendments. Minor adjustments may be ‘made to
the language proposed in Exhibit B (and the other exhibits to this Proxy Statement) if required by Secre-
tary of State of the Commonwealth of Massachusetts. The Company plans to file Amended and Restated
Articles of Organization to reflect the amendments, if any, adopted by the stockholders at their Special
Meeting. Stockholders should also read the section appearing .later in this Proxy Statement captioned
“Fair Price Amendment”, which describes a separate proposed amendment to the Articles of Organiza-

tion and which may have a significant effect on the ability of stockholders of the Company to benefit from
certain transactions if opposed by the incumbent Board of Directors.

These proposed amendments relating to the classification of the Board, the removal of directors, the
filling of vacancies in the Board, the manner of bringing business before a meeting and the appointment of
judges of election are being presented to stockholders of the Company for their approval as a single
proposal. As discussed more fully below, the Board of Directors believes that the proposed amendments,
taken together, would, if adopted, enhance the likelihocd of continuity and stability in the composition of
the Company’s Board of Directors and in the policies formulated by the Board and, at the same time
effectively reduce the possibility that a third party could effect a sudden change in ma}orit control of th(;
Company’s Board of Directors without the support of the incumbent Board. However :do tion of the
proposed amendments may have significant effects on the ability of stockholders of"the gompany to
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into three classes of directors, each class to be as nearly equal in number of directors as possible. If the
proposed amendments are adopted, the Company’s directors will be divided into three classes and in-
itially, two directors will be elected for a three-year term expiring at the 1990 Annual Meeting of Stock-
holders, two directors will be elected for a two-year term expiring at the 1989 Annual Meeting of Stock-
holders and the remaining two directors will be elected for a one-year term expiring at the 1988 Annual
Meeting of Stockholders (in each case, until their respective successors are duly elected and qualified).
Starting with the 1988 Annual Meeting of Stockholders, one class of directors will be elected each year for
a three-year term. In the event of any increase or decrease in the authorized number of directors, the
Board of Directors shall apportion the newly created or eliminated directorships resulting from such in-
crease or decrease to ensure that nc one class has more than one director more than any other class. For
information regarding the current nominees for election at the 1987 Special Meeting in Lieu of an Annual
Meeting of Stockholders and the terms for which each of them will initially serve if the proposed amend-
ments are adopted, see “Election of Directors.” If the proposed provisions are not adopted, all directors
elected at the 1987 Annual Meeting of Stockholders will be elected for a term expiring at the 1988
Annual Meeting of Stockholders and until their successors are duly elected and qualified under the Com-
pany’s present By-laws.

The classification provisions, by staggering the terms of classes of directors, will have the effect of
lengthening the time necessary to change the composition of the Board of Directors. At least two stock-
holder meetings, instead of one, will be required to effect a change in the majority control of the Board,
except in the event of vacancies resulting from removal or other reasons {in which case the remaining
directors are authorized to fill the vacancies so created). Although there has been no problem in the past
with the continuity or stability of the Board of Directors, the Board believes that the longer time required
to elect a majority of the classified Board will help to assure the continuity and stability of the Company’s
affairs and policies in the future, as a majority of the directors at any given time will have prior experience
as directors of the Company.

These classification provisions will apply to every election of directors, whether or not a change in
the Board might arguably be beneficial to the Company and its stockholders and whether or not a majority
of the Company’s stockholders believes that such a change might be desirable.

Removal of Directors; Filling Vacancies on the Board of Directors; Size of the Board. The proposed
amendments to Article 6 of the Articles of Organization provide that a director, or the entire Board of
Directors, may be removed only by the affirmative vote of the holders of at least 80% of the shares
entitled to vote generally in the election of directors. The By-laws currently provide that a director may be
removed with or without cause by vote of a majority of the outstanding shares of stock of the Company
entitled to vote. Directors elected by a particular class of stockholders may be removed from office with or
without cause only by a vote of a majority of the shares of such class. Directors may be removed from
office for cause by a vote of a majority of Directors, after reasonable notice and an opportunity to be
heard.

The By-laws also currently provide that a vacancy on the Board may be filled by the majority of the
remaining Directors present at any meeting of directors at which a quorum is present, unless and upti!
filled by the stockholders. The proposed amendments to Article 6 of the Articles of Organization provide
that a vacancy on the Board occurring during the course of the year, including a vacancy resulting from
any increase in the number of directors, may be filled only by vote of at least a majority of the direct<?rs
then in office, although less than a quorum. This provision would not permit stockholders to fill vacancies
in the Board, including vacancies resulting from removal of directors. In addition, the proposed amend-
ments to Article 6 of the Articles of Organization provide that any new director elected to fill a vacancy on
the Board will serve for the remainder of the full term of the class in which the vacancy occurred rather
than (as is presently the case) until the next annual meeting of stockholders. They also provide that no
decrease in the number of directors shall shorten the term of any incumbent. Conforming amendmf,ms. to
the provisions of the By-laws will be made if the proposed provisions of the Articles of Organization
relating to the election and removal of directors are adopted.
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These proposed provisions relating to the removal of directors and the filling of vacancies on the
Board preclude a third party from removing incumbent directors without an 80% stockholder vote and
simultaneously gaining control of the Board by filling the vacancies created by such removal with its own
nominees. These provisions will also reduce the power of stockholders, even those with a majority but less
than 80% of the voting power, to remove incumbent directors. Under the proposed provisions, stockhold-
ers will have the power to remove directors only with an 80% stockholder vote, and a majority of the
remaining directors may elect a successor to fill the vacancies created by such removal.

With respect to the number of directors on the Board and the manner for determining such number,
the By-laws currently provide that the Board of Directors shall be composed of not less than three per-
sons, except when there are less than three stockholders, and that the number of directors shall be fixed
by the stockholders. The proposed amendments would provide that (a) the Board of Directors shall
consist of not less than three nor more than 13 members and (b) the exact number of directors within the
minimum and maximum limitations shall be fixed by the Board of Directors pursuant to a resolution
adopted by a majority of the directors then in office. The shareholders have currently fixed the number of
directors at seven. The requirement that only a majority of the directors can fix the number of directors
within the minimum and maximum limitations (together with the provision discussed above that newly
created directorships may be filled only by the Board) would prevent a third party seeking majority repre-
sentation on the Board of Directors from obtaining such representation simply by enlarging the Board and
filling the new directorships created thereby with its own nominees.

Procedures for Introducing Business at Stockholder Meetings; Judges of Election. In order to ensure
that the Company has adequate notice of any matters to be brought before annual or special meetings of
stockholders, the proposed amendments would add a provision requiring that all business to be considered
and acted upon at a meeting of stockholders shall either be (a) specified in the written notice of the
meeting delivered to stockholders at the direction of the Board, (b) brought before the meeting at the
direction of the Board or the Chairman of the Company, or (c) specified in a written notice delivered to
the Clerk of the Company (i) in the case of a special meeting, not more than 10 days after the date of the
initial notice of such meeting or (ii) in the case of an annual meeting, not less than 30 days prior to the
first anniversary date of the notice of the previous year’s annual meeting.

The proposed amendments provide that the notice to the Company shall set forth certain informa-
tion concerning director nominee(s) proposed by a stockholder, including such information as would be
required to be included in a proxy statement soliciting proxies for the election of the nominee(s) and the
consent of each nominee to serve as a director of the Company if so elected. The advance notice require-
ment regulating stockholder nominations at any meeting of stockholders affords the Board of Directors
the opportunity to consider the qualifications of the proposed nominees and, to the extent deemed neces-
sary or desirable by the Board, inform stockholders about such qualifications. Although the proposed
provision does not give the Board of Directors any power to approve or disapprove any stockholder
nominations for election of directors, it may have the effect of precluding a contest for the election of
directors if the procedures established by it are not followed. It may discourage or deter a third party from
conducting a solicitation of proxies to elect its own slate of directors, whether this might be harmful or
beneficial to the Company and its stockhoelders.

The proposed amendments also provide that a notice with r€Spect to matters other than director
nomination shall contain specified information relating to the proposal. This advance notice requirement
enables the Board of Directors to consider the merits of stockholder proposals and, if deemed necessary
or desirable by the Board, to inform stockholders as to its position on any such proposals. Although the
provision does not enable the Board to prevent the introduction of stockholder proposals i; may have the
effect of precluding the introduction of a stockholder proposal'if the procedures are not f(;llou/ed or it may
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determined by the Board, and shall determine the number of shares outstanding and the voting power of
each, the shares represented at the meeting, the existence of a quorum, the authenticity, validity and
effect of proxies, and shall hear and determine all challenges and questions in any way arising in connec-
tion with the right to vote, count and tabulate all votes.

Vote Required to Amend or Repeal. The proposed amendments to Article 6 include a provision that
any repeal or further amendment to the provisions relating to classification of the Board, the removal of
directors, the filling of vacancies and the size of the Board will require the affirmative vote of the holders
of at least 80% of the voting power of the Company entitled to vote to elect directors, unless such amend-
ment, repeal or adoption was previously approved by the Board of Directors and by each disinterested
director, in which case, an affirmative vote of only the holders of a majority of the voting power of the
Company entitled to vote to elect directors shall be required. In addition, under the proposed Amend-
ment, none of the By-law provisions requiring an 80% vote may be amended or repealed, unless such
amendment, repeal or adoption was previously approved by the Board of Directors and by each disinter-
ested director, in which case, an affirmative vote of only the holders of a majority of the voting power of
the Company entitled to vote to elect directors shall be required.

Participation at Previous Stockholders’ Meetings. At the Company's Special Meeting in Lieu of
Annual Meeting held on September 29, 1986, the first stockholders’ meeting held since the Company
became subject to the proxy solicitation rules contained in the Securities Exchange Act of 1934, there
were present in person or represented by proxy the holders of 59% of the Company’s outstanding stock.
At the Company’s 1984 and 1985 Annual Meetings, there were present in person or represented by proxy
the holders of 79% and 86%, respectively, of the Company’s outstanding stock. At Special Meetings of
Stockholders held in 1984 and 1985 there were present in person or represented by proxy the holders of
80% and 90%, respectively, of the Company’s outstanding stock.

Purposes and Effects of the Proposed Provisions

The purpose of the proposed amendments to the Articles of Organization and By-laws concerning
classification of the Board and the related matters discussed in this section of the Proxy Statement is to
discourage certain types of transactions, described below, which involve an actual or threatened change of
control of the Company. They are designed to make it more difficult and time consuming to change
majority control of the Board and thus to reduce the vulnerability of the Company to an unsolicited
proposal for the takeover of the Company that does not contemplate the acquisition of at least 80% of the
outstanding stock, or an unsolicited proposal for the restructuring or sale of all or part of the Company. As
more fully described below, the Board believes that, as a general rule, such unsolicited takeover proposals
are not in the best interest of the Company and its stockholders.

There has been a recent trend toward the accumulation of substantial stock positions in public com-
panies by third parties as a prelude to proposing a ta.keover or res_tructuring or sale of all or part of t.he
company or other similar extraordinary corporate action. Such actions are often undertaken by the third
party without advance notice to or consultation with manage.ment of 'the compan_y. In many c.ases:;, the
purchaser seeks representation on the company’s board of directors in c?rder to increase the I:Jf:ellhood
that its proposal will be implemented by the company. If the company resists 51_1ch efft?rts to obtain repre-
sentation on its board, the purchaser may commence a proxy contest to have its nominees elected to the
board in place of certain directors, or the entire board. In some cases, .the purchaser may not tr_-uly be
interested in taking over the company, but uses the t'hreat of a proxy fight and/or a takeover Pld as a
means of obtaining for itself a special benefit which might not be available to all of the company’s stock-

holders, such as forcing the company to repurchase its equity position at a substantial premium over
r

market price.

The Board of Directors of the Company believes that in such situations the imminent threat of
removal of the Company's management would severely curtail management’s ability to negotiate effec-
tively with such purchasers. Management would be deprived of the time and information necessary to
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evaluate the takeover proposal, to study alternative proposals and to help ensure that the best result is
obtained in any transaction that may ultimately be undertaken involving the Company.

Takeovers or changes in management of the Company which are proposed and effected without
prior consultation and negotiation with the Company's management are not necessarily detrimental to the
Company and its stockholders. In addition, the Board of Directors has no knowledge of any present effort
to gain control of the Company or to organize a proxy contest. However, particularly in view of the
current environment of increasing stock accumulations and proxy contests facing public companies, the
Board believes that it is prudent and in the best interest of stockholders generally to provide the greater
assurance of continuity of the Board’s composition and policies which would result from adoption of the
proposed provisions. The Board believes such advantages outweigh any disadvantages relating to preserv-
ing incumbent management in office or possibly discouraging potential acquirers from making an effort to
obtain conirol of the Company.

The proposed provisions will make more difficult or discourage a proxy contest or the assumption of
control by a holder of a substantial block of the Company's stock or the removal of the incumbent Board
and could thus increase the likelihood that incumbent directors will retain their positions. In addition,
since the proposed Fair Price Amendment discussed below provides that certain business combinations
involving the Company and any 10% stockholder which do not meet specified criteria and are not ap-
proved by an 80% stockholder vote cannot be consummated without the approval of the Board of Direc-
tors and each of those directors who are neither affiliated with nor representatives of such 10% stock-
holder, the proposed provisicns described above could give incumbent management the power to prevent
certain takeovers under the Fair Price Amendment. The Fair Price Amendment may also, in conjunction
with the proposed provisions discussed in this section of the Proxy Statement, discourage attempts to
effect a “two-step” acquisition in which a third party purchases a controlling interest in cash and acquires
the balance of the outstanding stock for a lesser or less desirable consideration. Under the classified Board
and related provisions, the third party would not immediately obtain the ability to control the Board
through its first-step acquisition and, under the Fair Price Amendment, having made the first-step acquisi-
tion, the third party could not acquire the balance of the outstanding stock for a lower price without an
80% stockholder vote or the approval of a majority of such unaffiliated directors.

The Board of Directors believes that the proposed provisions are in the best interest of the Company
and its stockholders and recommends a vote FOR this proposal.

AMENDMENT CONCERNING FAIR PRICE PROVISION

On June 19, 1987, the Board of Directors adopted, subject to stockholder approval, certain *fair
price provisions” (the “Fair Price Amendment”) which provide that certain Business Combinations (as
defined below) involving the Company and any Interested Stockholder (as defined below) may not be
consummated without an 80% stockholder vote, unless approved by the Board of Directors and a majority
of the Disinterested Directors (as defined below) or certain minimum price and procedural requirements
are met. Stockholders are urged to review carefully the text of the Fair Price Amendment, which is
attached to this Proxy Statement as Exhibit C.

Under Massachusetts law, certain corporate actions, including mergers and the sale of all or substan-
tially all of a corporation's assets, require the approval of the holders of two thirds of
entitled to vote. Massachusetts law also permits provisions in the Articles of Organ
either a greater or lesser vote than the vote otherwise required by law for such co
rently, the Articles of Organization of the Company provide that such corporate a
firmative vote of the holders of two-thirds of all outstanding shares entitled to
Amendment provides that the necessary vote shall be lowered from two-
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Background

Corporate takeovers frequently involve an initial payment of cash to acquire a controlling equity
interest in a company followed by the acquisition of the remaining equity interest at a lower price per
share or for a less desirable form of consideration, such as securities of the purchaser that do not have an
established trading market at the time of issue. Such approaches tend to cause concern on the part of
stockholders that if they do not act promptly to take advantage of the initial tender offer during the period
of 20 days or more for which it must remain open under applicable law, they risk either being relegated to
the status of minority stockholders in a controlled company or being forced to accept a lower price or less
favorable consideration for all of their shares in a second-step merger or similar transaction. Therefore,
such a structure pressures stockholders into selling as many of their shares as possible either to the pur-
chaser or in the open market -- without having the opportunity to make a free and unpressured investment
choice between remaining stockholders of the company or disposing of their shares. These sales facilitate
the purchaser’s acquisition of a controlling interest in the company, at which point the purchaser is able to
force the exchange of the remaining shares for a lower price or a possibly less desirable form of considera-
tion in a merger or other business combination.

The Board believes that the Fair Price Amendment will help prevent the utilization of such tactics
and will help assure that all holders of the Company'’s voting stock will be treated similarly if a Business
Combination is effected. By lowering the vote required for certain corporate actions, other than Business
Combinations, the Fair Price Amendment will help facilitate such transactions.

The Fair Price Amendment will not, however, prevent a stockholder who owns (or can obtain the
affirmative votes of) at least 80% of the Company’s voting stock from effecting a Business Combination
involving the Company in which the equity interest of the minority stockholders is eliminated. The Fair
Price Amendment nevertheless may make it more difficult to accomplish certain transactions which argu-
ably may benefit stockholders but are opposed by the incumbent directors.

Description of the Fair Price Amendment

80% Vote Required for Certain Business Combinations. At present, under Massachusetts law, merg-
ers, consolidations, sales of all or substantially all of the assets of the Company, the adoption of a plan of
dissolution, and recapitalizations of the Company involving amendments to the Articles of Organiza.tion of
the Company, generally must be approved by a vote of the holders of two-thirds of the shares entitled to

vote on such matters.

The Fair Price Amendment would require that the holders of at least 80% of the outstanding Voting
Stock of the Company (as defined in the Fair Price Amendment) {(an "80‘?‘6 Stos:khol.der V9te") approve
any Business Combination with any Interested Stockholder, except in‘c.ases in whlch either (i) th.t_e transas:—
tion is approved by the Board of Directors or a majority of the'D.lsmterested Directors or .(u) cert.'fun
minimum price requirements and procedural requirement's.are satisfied. In the event the minimum price
criteria and procedural requirements are met or the requisite .approval otj the.: Board of Directors anfl tr:e
Disinterested Directors is given with respect to a particular Business Combm‘atfon. only a vole‘o.f a majority
of the holders of the outstanding shares would be required, thereby prode‘lng _greater f‘iexlbllity for tht?
Company and its stockholders. For information regar‘din'g stockholder pamcnpa.tmn at prior stockholders
meetings, see “Amendments Concerning the Classification of the Board of Directors and Related Mat-

ters—Participation at Previous Stockholders' Meetings."”

An “Interested Stockholder” is defined as anyone who is, or was within the past two years, th:e
beneficial owner of at least 10% of the voting stock of the Company or who is an “affiliate” or “associate
(as defined) of any such person, or who is a member of a group which is, or was within the past two years,

the beneficial owner of at least 10% of the Voting Stock.

A “Disinterested Director” with regard to a Business Combination is defined as any mambe::. of the
Board of Directors of the Company who is not an Interested Stockholder, who is not an affiliate or
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associate of an Interested Stockholder involved in the Business Combination, and who was a director
before the Interested Stockholder became an Interested Stockholder, and any subsequently selected
member of the Board who is not an Interested Stockholder, who is not an affiliate or associate of the
Interested Stockholder, and who is nominated or selected as a director by a majority of the Disinterested
Directors on the Board at the time of his nomination or selection.

A “Business Combination” includes the following transactions:

(i) a merger or consolidation of the Company or any subsidiary with an Interested Stockholder or
any other corporation which is, or after such merger or consolidation would be, an affiliate of an Inter-
ested Stockholder; (ii) the sale or other disposition by the Company or a subsidiary of assets having a
value equal to 10% or more of the Company’s total assets if an Interested Stockholder or any affiliate
thereof is a party to the transaction; (iii) the issuance of stock or other securities by the Company or any
subsidiary to any Interested Stockholder or any affiliate thereof in exchange for consideration worth 10%
or more of the total assets of the Company; (iv) the adoption of any plan or proposal for the liquidation or
dissolution of the Company proposed by or on behalf of an Interested Stockholder or any affiliate thereof
(v) any reclassification of securities, recapitalization or other transaction which has the effect, directly or
indirectly, of increasing the proportionate share of the outstanding shares of any class of equity or convert-
ible securities of the Company or any subsidiary which is owned by any Interested Stockholder or any
affiliate thereof; and (vi) any agreement or other arrangement with an Interested Stockholder providing
for any one or more of the actions specified in clauses (i) to (v) above.

Exceptions to 80% Stockholder Vote Requirements. An 80% Stockholder Vote would not be re-
quired for a Business Combination that has been approved by the Board of Directors and by each Disin-
terested Director or which satisfies all of the minimum price requirements and procedural requirements
described below. In such cases, only the vote of a majority of the holders of the outstanding shares would
be required.

(a) Minimum Price Requirements. In a Business Combination involving cash or other consideration
being paid to the Company’s stockholders, the consideration would be required to be paid either in cash
or the same type of consideration used by the Interested Stockholder in acquiring the largest portion of its
Voting Stock prior to the first public announcement of the terms of the proposed Business Combination
(the “Announcement Date”).

In case of payments to holders of the Company’s Common Stock, the per share fair market value of
such payments would have to be at least equal to the value of the highest of (i) the highest per share price
paid by the Interested Stockholder in acquiring any shares of Common Stock during the two years prior to
the Announcement Date (although not an Interested Stockholder at the time of any such acquisition) or
in the transaction in which it became an Interested Stockholder, whichever is higher, (ii) the fair market
value per share of Common Stock on the Announcement Date or on the date on which the Interested
Stockholder became an Interested Stockholder (the “Determination Date”), whichever is higher or (iii)
the price representing a premium over the fair market value of a share of Common Stock on the An-
nouncement Date equivalent to the highest premium over the fair market value of a share of Common
Stock on the Determination Date (based on the market average during the preceding 90 days) that was
paid by the Interested Stockholder in acquiring any shares of Common Stock in the two-year period prior
to the Announcement Date. If the Interested Stockholder did not purchase any shares of Common Stock
during the two-year period prior to the Announcement Date, the required price would be the fair market
value of the shares, as determined under clause (ii) above.

For example, if the acquisition by an Interested Stockholder of Common Stock of the Company was
by cash purchases in open market transactions and the highest price paid per share of Common Stock
during the previous two years was $30, and assuming that the fair market values per share of Common
Stock on the Determination Date and on the Announcement Date were $25 and $35, respectively, the
amount required to be paid to the holders of Common Stock would be $42 per share in cash, representing
a premium over the $35 fair market value on the Announcement Date equal to the 20% pr:amium repre-
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senting the highest price which the Interested Stockholder paid for his shares ($30) over the fair market
value per share on the Determination Date ($25).

In addition to the right to receive payment for their shares in cash if the Interested Stockholder
purchased the largest portion of the shares of Common Stock of the Company it owns for cash, under the
Fair Price Amendment the fair market value of any non-cash consideration to be received by holders of
shares of Common Stock in the Business Combination must be determined as of the date of consumma-
tion of the Business Combination. Where the definitive terms of such non-cash consideration are estab-
lished in advance of such date of consummation, intervening adverse developments in the economy, the
market generally, the financial condition or business of the Interested Stockholder, or otherwise, could
result in a decline in the originally anticipated fair market value of such consideration. In that event, on
the date scheduled for consummation of the Business Combination, even though it had not previously
been considered as requiring an 80% Stockholder Vote or approval by the Board of Directors and a
majority of the Disinterested Directors (because it satisfied the procedural requirements and was expected
to satisfy the minimum price requirements), the Business Combination could not be consummated since
such vote or approval would then be required (in addition to any lesser vote required) because the Busi-
ness Combination did not, in fact, meet the above price requirements on such date. An Interested Stock-
holder could aveid such a situation, however, by establishing, in advance, terms for the Business Combi-
nation whereby the non-cash consideration would be determined by reference to its fair market value on
the date of consummation. The Fair Price Amendment uses the date of consummation as the date for
determining the fair market value of any non-cash consideration to be paid in a Business Combination in
order to assure that the Interested Stockholder, and not the other stockholders, would bear the risk of a
decline in the value of such consideration pricr to the receipt of such consideration by the other stock-
holders.

(b) Procedural Requirements. Under the Fair Price Amendment unless the Business Combination is
approved by the Board of Directors and each of the Disinterested Directors, the Business Combination
would require approval by an 80% Stockholder Vote, even if it satisfied the minimum price requirements,
in each of the situations discussed below:

(i) If the Company, after the Interested Stockholder became an Interested Stockholder, fails to pay
any required dividends on any of its outstanding shares of Preferred Stock or reduces the rate of dividends
last paid on its Common Stock, unless such failure or reduction is approved by each of the Disinterested
Directors. This provision is designed to prevent an Interested Stockholder from attempting to depress the
market price of the Company’s stock prior to proposing a Business Combination by failing to pay or
reducing dividends.

(ii) If the Interested Stockholder receives at any time after it becomes an Interested Stockholder the
benefit of any loans or other financial assistance or tax advantages provided by its equity position in the
Company, other than proportionally as a stockholder. This provision is intended to deter an Interested
Stockholder from self-dealing.

(iii) If the Interested Stockholder, at any time after it becomes an Inteljest.e:d Stockholder, fails to
mail a proxy or information statement describing the proposed Business Combination and comp?ymg with
the requirements of the Securities Exchange Act of 1934 to all stockholders at least 30 days prior to the
consummation of a Business Combination, whether or not such proxy or information statement is required
by law. This provision is intended to assure that the Company's stockholders would be fully informed of

the terms and conditions of the proposed Business Combinatior.

(iv) If the Interested Stockholder makes (made) any major change in the Company’s business or
equity capital structure without the approval of each of the Disinterested Directors. This provision is

designed to prevent an Interested Stockholder from changing the Company’s business in order to facilitate
its own planned acquisition of the Company.

quired any additional shares of voting stock of the Company,

ted Stockholder ac the. pany
e in any transaction subsequent to the transaction in which it

directly from the Company or otherwise,
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became an Interested stockholder. This provision is intended to prevent an Interested Stoclfh'older fr<')m
purchasing additional shares of voting stock at prices which are lower than those set by the minimum price
criteria of the Fair Price Amendment.

The Fair Price Amendment also includes additional provisions designed to effectuate its purposes.
Neither the minimum price requirements nor the procedural requirements described above would apply in
the event of a Business Combination approved by a majority of the Disinterested Directors. In such event,
only a majority of the Stockholders would be required to approve such a Business Combination. In the
absence of such approval, both the minimum price and the procedural requirements would have to be
satisfied to avoid the 80% Stockholder Vote requirement.

80% Stockholder Vote Required to Amend. The Fair Price Amendment would require an 80% Stock-
holder Vote in order to amend, alter or repeal the Fair Price Amendment unless the amendment, altera-
tion or repeal has been approved by the Board of Directors and each of the Disinterested Directors. The
proposed 80% Stockholder Vote would be in addition to any separate class vote which might in the future
be accorded by the Board to any series of Preferred Stock that might be outstanding at the time any such
change is submitted to stockholders. For information regarding stockholder participation at prior stock-
holders’ meetings, see “Amendments Concerning the Classification of the Board of Directors and Related
Matters-Participation at Previous Stockholders’ Meetings.”

Purposes and Effects of the Fair Price Amendment

The Fair Price Amendment is designéd to prevent a purchaser from utilizing two-tier pricing and
similar tactics in an attempted takeover of the Company. Federal and state securities laws regulations
govern the disclosure required to be made to minority stockholders in such transactions but do not assure
the fairness to stockholders of the terms of the Business Combination. Massachusetts law, for example,
does not impose a requirement that the amount offered to other stockholders in such a transaction be
comparable to that paid by the Interested Stockholder in acquiring his shares. While stockholders of a
Massachusetts corporation, such as the Company, have a statutory right to dissent in connection with
certain Business Combinations and receive the fair value of their shares in cash as determined by a court,
the exercise of such right may involve significant expense, delay and uncertainty and dissenting stockhold-
ers have .no assurance that “fair value” as determined in such a proceeding would be equivalent to the
price required under the minimum price requirements of the Fair Price Amendment. Furthermore, in the
case of many Business Combinations, including sales of assets not constituting all or substantially all of a
company’s assets and reclassifications or recapitalizations of the outstanding shares of a company’s stock,
the statutory right to dissent and receive fair value may not be available to the stockholder at all.

The Fair Price Amendment is intended to cover partially these gaps in federal and state law and to
prevent certain of the potential inequities of those Business Combinations that involve two or more steps
by requiring, as a prerequisite to completion of a Business Combination, that is not approved by the Board
of Directors and a majority of the Disinterested Directors, that the Interested Stockholder must either
acquire (or assure itself of obtaining the affirmative votes of) at least 80% of the voting stock prior to the
Business Combination or be prepared to meet both the minimum price requirements and procedural
requirements. The Fair Price Amendment is also designed to protect those stockholders who have not
tendered or otherwise sold their shares to a purchaser who is attempting to acquire control, and becomes
an Interested Stockholder, by assuring that at least as favorable a price and form of consideration are paid
to such stockholders in any Business Combination with such Interested Stockholder during the following
two years as were paid to stockholders in the initial step of the acquisition.

The Board believes that, to the extent a Business Combination is involved as part of a plan to acquire
control of the Company, adoption of the Fair Price Amendment would increase the likelihood that an
acquirer would negotiate directly with the Board. The Board believes that it is normally in a better position
than the individual stockholders of the Company to negotiate effectively on behalf of all stockholders in
that the Board is likely to be more knowledgeable than any individual stockholder in assessing the business
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and prospects of the Company.. Accordingly, the Board believes that negotiations between the Board and
any potential purchaser would increase the likelihood that stockholders would receive a higher price for

th;ir shares from anyone desiring to obtain control of the Company through a Business Combination or
otherwise.

The Fair Price Amendment is not designed to prevent or discourage all tender offers for control of
the Company. It does not impede an offer for at least 80% of the stock of the Company in which each
stockholder receives substantially the same price per share as every other stockholder or which the Disin-
terested Directors have approved. Moreover, the Fair Price Provision does not preclude an offer or from
making a tender offer for some of the shares of the Company stock without proposing a business combina-
tion in which the remaining shares are purchased. Except for the restrictions on Business Combinations,
the Fair Price Amendment will not prevent a holder of a controlling interest of the Common Stock from
exercising control over the Company or increasing its interest in the Company. The holder of a controlling
interest could increase its ownership to 80% and satisfy the requirements of the Fair Price Amendment.
However, the proposed provisions relating to the creation of a classified Board of Directors would, as
indicated above, limit a majority stockholder's ability to exercise control in several respects.

The Fair Price Amendment provides additional flexibility to the Company by lowering the required
stockholder vote to a majority to effectuate Business Combinations which do not trigger the provisions of
the Fair Price Amendment and therefore do not raise concerns regarding two-tier pricing and potential
and inequitable treatment of stockholders. Furthermore, the Fair Price Amendment provides additional
flexibility to the Company and its stockholders by lowering the required stockholder vote to effectuate
Business Combinations which have been approved by a majority of the Disinterested Directors.

Although the Fair Price Amendment is designed to help assure fair treatment of all stockholders
vis-a-vis other stockholders in the event of a takeover, its purpose is not to assure that stockholders will
receive a premium price for their shares in a takeover. Accordingly, adoption of the Fair Price Amend-
ment would not preclude the Board’s opposition to any future takeover proposal which it believes not to
be in the best interest of the Company and its stockholders, whether or not such a proposal satisfied the
minimum price criteria and procedural requirements of the Fair Price Amendment.

Possible Disadvantages of Proposed Provisions

Tender offers or other non-open market acquisitions of stock are usually made at prices above the
prevailing market price of a company’s stock. In addition, acquisitions of stock by persons attempting to
acquire control through market purchases may cause the market price of the stock to reach levels that are
higher than would otherwise be the case. The Fair Price Amendment may discourage such purchases and
may therefore deprive some holders of the Company's stock of an opportunity to sell their shares at a
temporarily higher market price. Because of the higher percentage requirements for s.tockholc.ier approval
of any subsequent Business Combination and the possibility of having to pay a higher price to other
stockholders in such a Business Combination, it may become more costly for a purchaser to acquire
control of the Company if the Fair Price Amendment is adopted. The Fair Price Amendment may there-
fore decrease the likelihood that an offer will be made for less than 80% of t_he voting stock and, as a
result, may adversely affect those stockholders who would desir.e to participate in such an offer. A poten-
tial purchaser of stock seeking to obtain control may also be dxscour'agled from purcha_e',l}'lg stock because
an 80% Stockholder Vote would be required in order to change or eliminate th.ese provisions. It should be
noted that the provisions of the Fair Price Amendment wou!d not nece§sarlly .dlscoqrage persons who
might be willing to seek control by acquiring 80% of the voting stock without intending to acquire the

remaining 20% minority. However, such transactions are rare.

In certain cases, the Fair Price Amendments minimum price [')Fovisions. while providing objective
pricing criteria, could be arbitrary and not indicative of value. In addition, an I.nteresl.ed Stockholc}er may
be unable, as a practical matter, to comply with all of the p.rocedu.ral requirements of the Fair Price
Amendment. In these cases, unless an 80% Stockholder Vote is obtafned, the poten_ual purchaser would
be forced to negotiate with the Board or abandon the proposed Business Combination.
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Another effect of adoption of the Fair Price Amendment would be to give veto ‘power to the holc'iers
of a minority of the voting power of the Company's Common Stock with respect to a Business: Combina-
tion which is opposed by the Board but which the holders of a majority of the stock (but less tha'n 80%)
may believe to be desirable and beneficial. In addition, since the approval of the Disinterested plre?tors
will be necessary to reduce or eliminate the 80% Stockholder Vote required for Business Combmz'n‘lons,
the Fair Price Amendment may have the effect of insulating current management against the possibility of
removal in the event of a takeover bid. Conversely, if an Interested Stockholder were to have replaced all
the directors who were in office on the date it became an Interested Stockholder with nominees of its
choice (which it cannot be assured of accomplishing until at least two stockholder meetings have been
held), there would be no Disinterested Directors and consequently the 80% Stockholder Vote require-
ment would apply to any Business Combination consummated subsequent to such replacement unless all
of the minimum price and procedural requirements were met.

Other Considerations

Information as to the beneficial ownership of the outstanding shares of Common Stock of the Com-
pany by members of the Board of Directors and officers of the Company and its principal stockholders is
described elsewhere in this Proxy Statement under the captions “Principal Stockholders” and *Election of
Directors.” Except as described in such sections, management of the Company is not aware of any other
stockholder or group of stockholders owning more than 5% of the Common Stock of the Company or
intending to effect large accumulations of its Common Stock. Further, the Company is not involved in, or
aware of, and does not currently anticipate any acquisition or disposition of, a material amount of its
assets or securities, including any transaction which would bring into effect the proposed Fair Price
Amendment. Accordingly, the proposals regarding the classification of the Board and the Fair Price
Amendment presented herein are not the result of management’s knowledge of any specific efforts to
accumulate Common Stock or obtain control of the Company by means of a merger, tender offer, proxy
solicitation in opposition to management or otherwise.

The Company’s Articles of Organization currently authorize the Board of Directors to issue up to
20,000,000 shares of Common Stock and 5,000,000 shares of Series Preferred Stock. Shares of Common
Stock and shares of Series Preferred Stock may be issued without stockholder approval, and the Board of
Directors has the authority to determine, subject to the provisions of Massachusetts law, the designations,
preferences and rights of such Series Preferred Stock. Although the Board presently has no intention of
doing so, these shares couid, within the limits imposed by applicable law, be issued to a holder that would
thereby have sufficient voting power to assure that any proposal to consummate a.Business Combination,
or any alteration, amendment or repeal of the provisions that would be added by the provisions proposed
in this Proxy Statement, would not receive the required stockholder vote. Accordingly; the Board of
Directors would have the power to issue additional shares which could make it more difficult to replace
incumbent directors and to accomplish certain Business Combinations opposed by the incumbent Board of
Directors. :

The Board of Directors has no present intention to adopt, or to propose to stockholders for adop-
tion, any other provision amending the Articles of Organization or By-laws of the Company which could
be viewed as having an anti-takeover affect. :

The Board of Directors believes that the Fair Price Amendment is in the best interest of the Com-
pany and its stockholders and recommends a vote FOR the Fair Price Amendment

RATIFICATION OF SELECTION OF INDEPENDENT AUDITORS

Subject to ratification by the stockholders, the Board of Directors
Audit Committee, has selected the firm of Ernst & Whinney as the Conr;
the current fiscal year. Ernst & Whinney has served as the C
Company's inception in 1981.

on the recommendation of the
pany’s independent auditors for
Tl

ompany’s independent auditors since the
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Represeptatives of I*?mst & Whinney are expected to be present at the Special Meeting in Lieu of an
Annua_l Meeting. They will have the opportunity to make a statement if they desire to do so and will also
be available to respond to appropriate questions from stockholders.

OTHER MATTERS

Management does not know of any other matters which may come before the Special Meeting in
Lieu of the Annual Meeting. However, if any other matters are properly presented to the meeting, it is the
intention of the persons named in the accompanying proxy to vote, or otherwise act, in accordance with
their judgment on such matters.

All costs of solicitation of proxies will be borne by the Company. In addition to solicitations by mail,
the Company’s directors, officers and regular employees, without additional remuneration, may solicit
proxies by telephone, telegraph and personal interviews. Brokers, custodians and fiduciaries will be re-
quested to forward proxy soliciting material to the owners of stock held in their names, and the Company
will reimburse them for their out-of-pocket expenses in this connection. Morrow & Co. has been engaged
to solicit proxies on behalf of the Company for a fee of $6,500, plus reasonable out-of-pocket expenses.

Deadline For Submission Of Stockholder Proposals

Proposals of stockholders intended to be presented at the 1988 Annual Meeting of Stockholders
must be received by the Company at its principal office in Cambridge, Massachusetts by not later than
March 9, 1988 for inclusion in the proxy statement for that meeting.

By Order of the Board of Directors,

J. John Brennan, Clerk

July 7, 1987

THE BOARD OF DIRECTORS HOPES THAT STOCKHOLDERS WILL ATTEND THE SPE-
CIAL MEETING IN LIEU OF AN ANNUAL MEETING. WHETHER OR NOT YOU PLAN TO
ATTEND, YOU ARE URGED TO COMPLETE, DATE, SIGN AND RETURN THE ENCLOSED
PROXY IN THE ACCOMPANYING ENVELOPE. YOUR PROMPT RESPONSE WILL GREATLY
FACILITATE ARRANGEMENTS FOR THE MEETING AND WILL BE APPRECIATED. STOCK-
HOLDERS WHO ATTEND THE MEETING MAY VOTE THEIR SHARES PERSONALLY EVEN

THOUGH THEY HAVE SENT IN THEIR PROXIES.
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EXHIBIT A

Article 6 of the Articles of Organization of the Corporation shall be amended by adding new Article
6D, to read as follows:

6D, LIMITATION OF DIRECTOR LIABILITY

To the fullest extent permitted by Chapter 156B of the Massachusetts General Laws, as it may be
amended from time to time, a director of the Corporation shall not be personally liable to the Corporation
or its stockholders for monetary damages for breach of fiduciary duty as a director, notwithstanding any
provision of law imposing such liability.
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EXHIBIT B

'godtl’fle fullest extent permitted by Chapter 156B of the Massachusetts General Laws, as it may be
amended Irom time to time, a director of the Corporation shall not be personally liable to the Corporation

or its ‘stockholder.s for monetary damages for breach of fiduciary duty as a director, notwithstanding any
provision of law imposing such liability.

Article 6 of the Articles of Organization of the Corporation shall be amended by adding new Article
6E, to read as follows:

6E. CLASSIFIED BOARD OF DIRECTORS

This Article is inserted for the management of the business and for the conduct of the affairs of the
Corporation, and it is expressly provided that it is intended to be in furtherance and not in limitation or
exclusion of the powers conferred by the statutes of the Commonwealth of Massachusetts.

Section 1. Number of Directors. Subject to the rights of the holders of Preferred Stock of the
Corporation then outstanding to elect additional directors under specified circumstances, the number of
directors of the Corporation shall not be less than three nor more than 13. The exact number of directors
within the minimum and maximum limitations specified in the preceding sentence shall be fixed from time
to time pursuant to a resolution adopted by a majority of the entire Board of Directors.

Section 2. Classes of Directors. The Board of Directors shall be and is divided into three classes:
Class 1, Class II and Class I1I. No one class shall have more than one director more than any other class.
If a fraction is contained in the quotient arrived at by dividing the authorized number of directors by
three, then, if such fraction is one-third, the extra director shall be a member of Class III and, if such
fraction is two thirds, one of the extra directors shall be a member of Class III and one of the extra
directors shall be a member of Class II, unless otherwise provided for from time to time by resolution
adopted by a majority of the entire Board of Directors.

Section 3. Election of Directors. Elections of directors need not be by written ballot except as and to
the extent provided in the By-Laws of the Corporation.

Section 4. Terms of Office. Each director shall serve for a term ending on the date of the third
annual meeting following the annual meeting at which such director was elected; provided, however, that
each initial director in Class I shall serve for a term ending on the date of the Corporation's 1988 annual
each initial director in Class 1I shall serve for a term ending on the date of the Corporation's

meeting; p
: and each initial director in Class III shall serve for a term ending on the date of the

1989 annual meeting;
Corporation’s 1990 annual meeting.

n of Directors Among Classes in the Event of Increases or Decreases in the
f any increase or decrease in th? authorized number of di‘rectors._ (i)
each director then serving as such shall neverthele5§ cox}tinue as dlref:tor of the claltss of which he is a
member until the expiration of his current term oOr his prior c}eath. retirement or resignation anc! (ii) the
newly created or eliminated directorships resulting from such increase or decrease shall be apportioned by
the Board of Directors among the three classes of directors so as to ensure that no one class h.as more than
one director more than any other class. To the extent possible, consustgnt 'fvnth the foregomg rule, any
newly created directorships shall be added to those' clfnsses \vh9se terms of office are to expire at the latest
dates following such allocation, and any newly ehmfnated dlrectors}_ups shall be sqbtracted from thc!se
classes whose terms of office are to expire at the earliest dau:,s f'ollowmg sgch allocanonl. ur}lfeiass ot::;rmse
provided for from time to time by resolution adopted by a majority of the directors then in office, although

less than a quorum.

Section 5. Allocatio
Number of Directors. In the event 0

tion of Meeting. A majority of the directors at any time in office shall

Section 6. Quorum; AC siness and, if at any meeting of the Board of Directors there

constitute a quorum for the transaction of bu
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shall be less than such a quorum, a majority of those present may adjourn the meeting from time to time.
Every act or decision done or made by a majority of the directors present at a meeting duly held at which
a quorum is present shall be regarded as the act of the Board of Directors unless a greater number is
required by law, by the By-Laws of the Corporation or by these Articles of Organization.

Section 7. Removal. Subject to the rights of the holders of any Preferred Stock then outstanding, any
director or the entire Board of Directors may be removed from office, with or without cause, at any time
by the affirmative vote of the holders of at least eighty percent (80%) of the voting power of all the shares
of the Corporation entitled to vote generally in the election of directors voting together as a single class.

Section 8. Tenure. Notwithstanding any provisions to the contrary contained herein, each director
shall serve until a successor is elected and qualified or until his death, resignation or removal.

Section 9. Vacancies. Subject to the rights of the holders of any Preferred Stock then outstanding,
any vacancies in the Board of Directors occurring for any reason and any newly created directorships
resulting from any increase in the number of directors may be filled only by the Board of Directors acting
by the affirmative vote of at least a majority of the directors then in office, although less than a quorum.
Each director so chosen shall hold office until the next election of the class for which such director shall
have been chosen and until his successor shall be elected and qualified or until his earlier death,
resignation or removal.

Section 10. Stockholder Nominations and Introduction of Business, Etc. Advance notice of
stockholder nominations for election of directors and other business to be brought by stockholders before
a meeting of stockholders shall be given in the manner provided in the By-Laws of the Corporation and
the appointment of judges of election shall be made in the manner provided in the By-Laws of the
Corporation.

Section 11. Amendments to Article. Notwithstanding any other provisions of law, these Articles of
Organization or the ByLaws of the Corporation, and notwithstanding the fact that a lesser percentage may
be specified by law, the affirmative vote of the holders of at least eighty percent (80%) of the votes which
all the stockholders would be entitled to cast at any annual election of directors or class of directors shall
be required to amend or repeal, or to adopt any provision inconsistent with, this Article; provided that
such eighty percent (80%) vote shall not be required for any amendment, repeal or adoption previously
approved by the Board of Directors and by each Disinterested Director (as defined in Article 6E).

ARTICLE I of the By-Laws of the Corporation shall be amended by adding new Sections 1.10 and
1.11 as follows:

1.10 Introduction of Business at Stockholder Meetings. Except as otherwise provided by law, at any
annual or special meeting of stockholders only such business shall be conducted as shall have been
properly brought before the meeting. In order to be properly brought before the meeting, such business
must have been either (A) specified in the written notice of the meeting (or any supplement thereto) given
to stockholders of record on the record date for such meeting by or at the direction of the Board of
Directors, (B) brought before the meeting at the direction of the Board of Directors or the Chairman of
the meeting or (C) specified in a written notice given by or on behalf of a stockholder of record on the
record date for such meeting entitled to vote thereat or a duly authorized proxy for such stockholder, in
accordance with all of the following requirements. A notice referred to in clause (C) hereof must be
delivered personally to or mailed to and received at the principal executive office of the Corporation,
addressed to the attention of the Secretary, not more than ten (10) days after the date of the initial notice
referred to in Clause (A) hereof, in the case of business to be brought before a special meeting of
stockholders, and not less than thirty (30) days prior to the first anniversary date of the initial notice
referred to in Clause (A) hereof to the previous year’s annual meeting, in the case of business to be
brought before an annual meeting of stockholders, provided, however, that such notice shall not be
required to be given more than fifty (50) days prior to an annual meeting of stockholders. Such notice
referred to in clause (C) hereof shall set forth (i) a full description of each such item of b-usiness to be
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brought before the meeting, (ii) the name and address of the person proposing to bring such business
before the meeting, (iii) the class and number of shares held of record, held beneficially and represented
by proxy by such person as of the record date for the meeting (if such date has then be made publicly
a\‘rallable) ar.ld as of .Lhe date of such notice, (iv) if any item of such business involves a nomination for
director, all information regarding each such nominee that would be required to be set forth in a definitive
proxy §tatement filed with the Securities and Exchange Commission pursuant to Section 14 of the
Securltles.Exchange Act of 1934, as amended, or any successor thereto, and the written consent of each
such nominee to serve if elected, and (v) all other information that would be required to be filed with the
Secul.'mes and Exchange Commission if, with respect to the business proposed to be brought before the
meetmg, the person proposing such business was a participant in a solicitation subject to Section 14 of the
Securities Exchange Act of 1934, as amended, or any successor thereto. No business shall be brought
before any meeting of stockholders of the corporation otherwise than as provided in this Section.

Notwithstanding the foregoing provisions, the Board of Directors shall not be obligated to include

information as to any nominee for director in any proxy statement or other communication sent to
stockholders.

The Chairman of the meeting may, if the facts warrant, determine and declare to the meeting that
any proposed item of business was not brought before the meeting in accordance with the foregoing
procedure and, if he should so determine, he shall so declare to the meeting and the defective item of
business shall be disregarded.

1.11 Judges of Election. In advance of any meeting of stockholders, the Board of Directors may
appoint judges of election, who need not be stockholders, to act at such meeting or any adjournment
thereof. If judges of election are not so appointed, the Chairman of any such meeting may and, on the
request of any stockholder or his proxy shall, make such appointment at the meeting. The number of
judges shall be one or three as shall be determined by the Board of Directors, except that, if appointed at
the meeting on the request of one or more stockholders or proxies, the holders of a majority of the shares
of the Corporation present and entitled to vote shall determine whether one or three judges are to be
appointed. No person who is a candidate for office shall act as a judge.

In case any person appointed as a judge fails to appear or fails or refuses to act, the vacancy may be
filled by appointment made by the Board of Directors in advance of the convening of the meeting or at the

meeting by the officer or person acting as Chairman.

The judges of election shall determine the number of shares outstanding and th? yoting power of
each, the shares represented at the meeting, the existence .of a quorum, the authenuc-lty. \{alldlty and
effect of proxies, receive votes or ballots, hear and determine all challenges -and questions in any way
arising in connection with the right to vote, count and tabulatt? all votes, determine the result, and. do such
other acts as may be proper to conduct the election or vote w1t.h fairness to all stockholqers. The judges of
election shall perform their duties impartially, in good falt}:l. to the bgs_t of their ablh't}:, and as
expeditiously as is practical. If there be three judg'e‘s of election, t‘h.e decision, act or certificate of a
majority shall be effective in all respects as the decision, act or certificate of all.

man of the meeting or of any stockholder or his proxy, the judges shall make
enge or question or matter determined by them, and execute a certificate of
ade by them shall be prima facie evidence of the facts

On request of the Chair
a report in writing of any chall e
any fact found by them. Any report or certificate m
stated therein.

B3




EXHIBIT C

Article 6 of the Articles of Organization of the C i i i
elisge oo orporation shall be amended by adding new Article

6F. FAIR PRICE PROVISION

The stockholder vote required to a

) : pprove Business Combinations (hereinafter defined) shall be as
set forth in this Article.

Section 1. Definition of “Business Combination”. The term “Business Combination” as used in this
Article shall mean any of the following:

(a) Any merger or consolidation of the Corporation or any Subsidiary with (i) any Interested
Stockholder or (i) any other corporation (whether or not itself an Interested Stockholder)

which is, or after such merger or consolidation would be, an Affiliate or Associate of an
Interested Stockholder; or

(b) Any sale, lease, exchange, mortgage, pledge, transfer or other disposition (in one transaction
or a series of transactions) to or with any Interested Stockholder or any Affiliate or Associate
of any Interested Stockholder of all or a Substantial Part of the assets of the Corporation or any
Subsidiary thereof; or

(¢) The issuance, exchange or transfer by the Corporation or any Subsidiary (in one transaction or
a series of transactions) of any securities of the Corporation or any Subsidiary to any Interested
Stockholder or any Affiliate or Associate of any Interested Stockholder in exchange for cash,
securities or other consideration (or a combination thereof) having an aggregate Fair Market
Value of, equal to or in excess of a Substantial Part of the assets of the Corporation; or

(d) The adoption of any plan or proposal for the liquidation or dissolution of the Corporation
proposed by or on behalf of an Interested Stockholder or any Affiliate or Associate of any
Interested Stockholder; or

(e} Any reclassification of securities (including any reverse stocln'c split‘). or recapitalizati.ox'm Qf the
Corporation, or any merger or consolidation of the' Corporation w1.th any of .ns Subsidiaries or
any other transaction (whether or not with or into or (_)therm'se involving an Interested
Stockholder) which has the effect, directly or indirectly, of increasing the proporuonate‘share
of the outstanding shares of any class of equity or convertible securities of the Corporation or
any Subsidiary which is directly or indirectly owned by any Interested Stockholder or any
Affiliate or Associate of any Interested Stockholder; or

() Any agreement, contract or other arrangement with an Inu-arested Stockholder (or in whicl-l t.he
Interested Stockholder has an interest other t'han propqmonately as a stock.holder.) providing
for any one or more of the actions specified in subsections (a) to (e) of this Section 1.

Section 2. Vote for Certain Transactions. Except where a highe.r vote ;n;y be r;quired bé'- law odr

these Articles of Organization, the Corporation may, by vote of a r:a]onw 3 the s:toc outstax: lr;g an
entitled to vote thereon (or if there are two or more classes of stock entitle toth e ashsepall'a elc asses;
then by vote of a majority of each such class of stock outstanding) (i) aut uonze the sa eé lease 70'5
exchange of all or substantially all of its property and assets, mdudlgafltﬂ goodwill, pl_lrsuan?_:o ection 3
of Chapter 156B of the Massachusetts General Laws, as amended from tm;‘f ;; ane},l (1;:: apprﬁve :ls

a ir or consolidation pursuant to Section 78 o.f Chaptelj 56B of the Massachuse
i D from time to time, and (iii) authorize the dissolution of the Corporation
S:;eralt I{avésécafmaT;g céeidek::pter 156B of the Massachusetts General Laws, as amended from time to

uant to

time,
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the following (it being intended that the requirements of this subsection (b)(ii) shall be
required to be met with respect to every class of outstanding Voting Stock, whether or not

tS};e Lr;terested Stockholder beneficially owns any shares of a particular class of Voting
i ock);

Section 3. Higher Vote for Business Combinations. In addition to any affirmative vote required by
law, the By—Laws of the Corporation or these Articles of Organization, and except as otherwise expressly
provided in Section 4 of this Article, any Business Combination shall require the affirmative vote of the
holders of at least eighty per cent (80%) of the votes which all stockholders would be entitled to cast at
any annual election of Directors or class of Directors (the “Voting Stock”). Such affirmative vote shall be
required notwithstanding the fact that no vote may be required or that a lesser percentage may be
specified by law or in any agreement with any national securities exchange or otherwise.

A. If applicable, the highest per share price (including any brokerage commissions,

transfer taxes and soliciting dealers' fees) paid by or on behalf of the Interested
Stockholder for any share of such class of Voting Stock in connection with the
acquisition by the Interested Stockholder of beneficial ownership of such share
which was acquired (1) within the two-year period immediately prior to the
Announcement Date or (2) in the transaction in which it became an Interested
Stockholder, whichever is higher;

Section 4. When Higher Vote Is Not Required. The provisions of Section 1 of this Article shall not be
applicable to any particular Business Combination, and such Business Combination shall require only such
affirmative vote, if any, as is required by law and any other provision of the Articles of Organization or the
By-Laws, if the condition specified in either of the following subsections (a) or (b) are met:

B. If applicable, the highest preferential amount per share to which the holders of
shares of such class of Voting Stock are entitled in the event of any voluntary or
involuntary liquidation, dissolution or winding up of the Corporation, regardless of
whether the Business Combination to be consummated constitutes such an event;

(a) Approval by Disinterested Directors. The Business Combination shall have been approved by a
majority of the Disinterested Directors.

(b) Price and Procedure Requirements. All of the following seven conditions shall have been met:

(i) The transaction constituting the Business Combination shall provide that the holders of C. The Fair Market Value per share of such class of Voting SOCKOrNREIE
Common Stock receive, in exchange for their stock, per share consideration (consisting Announcement Date or on the Determination Date, whichever is higher; and
of the cash and the Fair Market Value, as of the date of the consummation of the
Business Combination, of consideration other than cash) at least equal to the highest of
the following:

D. If applicable, the price per share equal to the Fair Market Value per share of such
class of Voting Stock determined pursuant to paragraph C immediately preceding,
multiplied by the ratio of (1) the highest per share price (including any brokerage
commissions, transfer taxes and soliciting dealers’ fees) paid by or on behalf of the

(ii)

A. If applicable, the highest per share price (including any brokerage commissions,

transfer taxes and soliciting dealers’ fees) paid by or on behalf of the Interested
Stockholder for any share of Common Stock in connection with the acquisition by
the Interested Stockholder of shares of Common Stock which were acquired (1)
within the two-year period immediately prior to the first public announcement of the
proposed Business Combination (the “Announcement Date”) or (2) in the
transaction in which it became an Interested Stockholder, whichever is higher;

B. The Fair Market Value per share of Common Stock on the Announcement Date or

on the date on which the Interested Stockholder became an Interested Stockholder
(the “Determination Date”), whichever is higher; and

C. If applicable, the price per share equal to the Fair Market Value per share of

Common Stock determined pursuant to paragraph B immediately preceding,
multiplied by the ratio of (1) the highest per share price (including any brokerage
commissions, transfer taxes and soliciting dealers’ fees) paid by or on behalf of the
Interested Stockholder for any share of Common Stock in connection with the
acquisition by the Interested Stockholder of shares of Common Stock which were
acquired within the two-year period immediately prior to the Announcement Date
to (2) the Fair Market Value per share of Common Stock on the first date in such
two-year period on which the Interested Stockholder beneficially owned any shares
of Common Stock.

All per share prices shall be adjusted to reflect an

W Y intervening stock splits, stock
dividends and reverse stock splits. Cfiede R b

If the transaction constituting the Business Combination sh
of any class of outstanding Voting Stock, other than Common Stock, if any, are to receive
consideration in exchange for their stock, the per share considerat,ion (c);;nsistin of the
cash and the Fair Market Value, as of the date of the consummation of th g siness
Combination, of consideration other than cash) shall be at least equal to theehigﬁest £

all also provide that the holders
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(iii)

(iv)

stockholder for any share of such class of Voting Stock in connection with the
acquisition by the Interested Stockholder of beneficial ownership of shares which
were acquired within the two-year period immediately prior to the Announcement
Date to (2) the Fair Market Value per share of such class of Voting Stock on the
first day in such two-year period on which the Interested Stockholder beneficially
owned any shares of such class of Voting Stock.

All per share prices shall be adjusted for intervening stock splits, stock dividends
and reverse stock splits.

The consideration to be received by holders of a particular class of outstanding '\f’oting
Stock (including Common Stock) shall be in cash or in the same 'forr_n as was prgwqusly
paid by or on behalf of the Interested Stockholder in connection with its direct or indirect
acquisition of beneficial ownership of shares of such class of Young Stock: If the
Interested Stockholder beneficially owns shares of any class of Votl.ng Stock Wth'h were
acquired with varying forms of consideration, tl}e form of consideration to be recelyed by
holders of such class of Voting Stock shall be fmher cash or th‘e'form used to acquire the
largest number of shares of such class of Voting Stock beneficially owned by it.

Stockholder has become an Interested Stockholder and prior to the
h Business Combination: (A) except as approved by a majority of
there shall have been no failure to declare and pay at the

uarterly dividends (whether or not cumulative) on any
fogb: c'iate :':::rf:; gzzkiua?'?there s);mll have been (1) no reduction in the annual rate
outsFap dmﬁ 7 aid on the Common Stock (except as necessary to reflect any subdivision of
of dividends pStock) except as approved by a majority of the Disinterested Directors, and
s Com.mon k in such annual rate of dividends (as necessary to prevent any such
(2) o5 mcreasehe event of any reclassification (including any reverse stock split),
reduc.t |or'1) in : organization or any similar transaction which has the effect of reducing
rﬁcapn::llaze?lg? ;):;ista?lding shares of the Common Stock, unless the failure so to increase
the nu :

After such Interested
consummation of suc
the Disinterested Directors,
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)

(vi)

(vii)

such annual rate is approved by a majority of the Disinterested Directors; and (C) such
Interested Stockholder shall not have become the beneficial owner of any shares of
Voting Stock except as part of the transaction in which it became an Interested
Stockholder and except in a transaction which after giving effect thereto, would not result
in any increase in the Interested Stockholder’s percentage beneficial ownership of any
class of Voting Securities.

After such Interested Stockholder has become an Interested Stockholder, such Interested
Stockholder shall not have received the benefit, directly or indirectly (except
proportionately as a stockholder), of any loans, advances, guarantees, pledges or other
financial assistance or any tax credits or other tax advantages provided by the
Corporation, whether in anticipation of or in connection with such Business Combinaticn
or otherwise.

A proxy or information statement describing the proposed Business Combination and
complying with the requirements of the Securities Exchange Act of 1934 and the rules
and regulations thereunder (or any subsequent provisions replacing such Act, rules or
regulations) shall be mailed by the Interested Stockholder to all stockholders of the
Corporation at least 30 days prior to the consummation of such Business Combination
(whether or not such proxy or information statement is required to be mailed pursuant to
such Act or subsequent provisions).

Such Interested Stockholder shall not have made any major change in the Corporation’s
business or equity capital structure without the approval of the majority of the
Disinterested Directors.

Section 5. Certain Definitions. For the purposes of this Article:

(a) The term “person” shall mean any individual, firm, corporation or other entity and shall
include any group comprised of any person and any other person with whom such person or
any Affiliate or Associate of such person has any agreement, arrangement or understanding,
directly or indirectly, for the purpose of acquiring, holding, voting or disposing of Voting Stock
of the Corpoeration.

)

The term “Interested Stockholder” shall mean any person (other than the Corporation or any
Subsidiary and other than any profit-sharing, employee stock ownership or other employee
benefit plan of the Corporation or any Subsidiary or any trustee of or fiduciary with respect to
any such plan when acting in such capacity) who or which:

(©)

(if)

(i)

Is at such time the beneficial owner, directly or indirectly, of shares of the Corporation
having more than ten per cent (10%) of the voting power of the then outstanding Voting
Stock; or

At any time within the two-year period immediately prior to such time was the beneficial
owner, directly or indirectly, of shares of the Corporation having more than ten per cent
(10%) of the voting power of the then outstanding Voting Stock, or

Is at any time an assignee of or has otherwise succeeded to the beneficial ownership of
any shares of Voting Stock which were at any time within the two-year period
immediately prior to such time beneficially owned by any Interested Stockholder, if such
assignment or succession shall have occurred in the course of a transaction or series of
tran;actions not involving a public offering within the meaning of the Securities Act of
1933.

(c) A person shall be a “beneficial owner” of any shares of Voting Stock:

C4

(d)

(e)

(®

(g)

(h)

() Which are beneficially owned, directly or indirectly, by such person or any of its Affiliates
or Associates;

(i) Which such person or any of its Affiliates or Associates has (a) the right to acquire
(whether or not such right is exercisable immediately) pursuant to any agreement,
arrangement or understanding or upon the exercise of conversion rights, exchange rights,
warrants or options or otherwise or (b) the right to vote pursuant to any agreement,
arrangement or understanding; or

(iii) Which are beneficially owned, directly or indirectly, by any other person with which such
person or .any of its Affiliates or Associates has any agreement, arrangement or
understanding for the purpose of acquiring, holding, voting or disposing of any shares of
Voting Stock.

For the purposes of determining whether a person is an Interested Stockholder pursuant to
subsection 4(b), the number of shares of Voting Stock deemed to be outstanding shall include
shares deemed owned by an Interested Stockholder through application of subsection 4(c) but
shall not include any other shares of Voting Stock which may be issuable pursuant to any
agreement, arrangement or understanding, or upon the exercise of conversion rights, exchange
rights, warrants or options or otherwise.

“ Affiliate” and “Associate” shall have the respective meanings ascribed to such terms in Rule
12b-2 of the General Rules and Regulations under the Securities Exchange Act of 1934, as in
effect on June 19, 1987 (the term registrant in said Rule 12b-2 meaning, in this case, the
Corporation). i

“Beneficially owned” shall have the meaning ascribed to such term in Rule 13d-3 of the
General Rules and Regulations under the Securities Exchange Act of 1934, as in effect on June

19, 1987.

“Subsidiary” means any corporation of which a majority of any class of equity security is
owned, directly or indirectly, by the Corporation.

«Disinterested Director” means any member of the Board of Directors of the Corporation who
is unaffiliated with, and not a representative of, an Interested Stockholder and was a member
of the Board of Directors on June 19, 1987 or prior to the time that the Interested Stockholder
became an Interested Stockholder, and any successor of a Disinterested Director who is
unaffiliated with, and not a representative of, the Interested Stockholder and is recommended
or elected to succeed a Disinterested Director by a majority of the Disinterested Directors then

on the Board of Directors.

" means: (i) in the case of stock, the highest closing sale price during the
ediately preceding the date in question of a share of such stock on the
York Stock Exchange Listed Stocks or, if such stock is not quoted on
the Composite Tape, on the New York Stock Exchange or, if such stock is not listed on such

Exchange, on the principal United States securities exchange registered under the Securities
Exchan e'Act of 1934 on which such stock is listed or, if such stock is not listed on any such
4 sale price or the highest closing bid quotation, respectively, with

change, the highest closing . : . i
::spect%.o a shareg of such stock during the 30-day period preceding the date in question on the

“Fair Market Value
30-day period imm
Composite Tape for New

National Market System or the National Association of Sfacurities I?ealers. Inc, Aut.omated
Quotations System, as the case may be, or any system then in use or, if no such quotations are
available, the fair market value on the date in question c?f a shafe _of such stock as detertmr;led
by a majority of the Disinterested Directors in good faith; and (i) in the case oflpropert): other
than cash or stock, the {fair market value of such property on the date in question as

determined by the Board of Directors in good faith.
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() In the event of any Business Combination in which the Corporation survives, the phrase
“consideration other than cash” as used in subsection 3(b) of this Article shall include the
shares of Common Stock and/or the shares of any other class of outstanding Voting Stock
retained by the holders of such shares.

(k) “Substantial Part” of the Corporation shall mean more than ten per cent (10%) of the fair
market value of the total assets of the Corporation as of the end of its most recent fiscal quarter
ending prior to the time the determination is made.

Section 6. Determinations by Disinterested Directors. The Disinterested Directors shall have the
power and duty to determine for purposes of this Article, on the basis of information known to them after
reasonable inquiry, all facts necessary to determine compliance with this Article, including, without
limitation, (a) whether a person is an Interested Stockholder, (b) the number of shares of Voting Stock
beneficially owned by any person, (c) whether a person is an Affiliate or Associate of another, (d)
whether the requirements of subsection 4(b) have been met with respect to any Business Combination and
(e) whether the assets which are the subject of any Business Combination equal or exceed, or whether the
consideration to be received from the issuance or transfer of securities by the Corporation or any
Subsidiary in any Business Combination equals or exceeds, a Substantial Part of the assets of the
Corporation. Any such determination made in good faith shall be binding and conclusive.

Section 7. No Duty to Approve Business Contributions. Nothing contained in this Article shall be
construed to relieve any Interested Stockholder from any fiduciary obligation imposed by law.

Section 8. Minimum Consideration. Consideration for shares to be paid to any stockholder pursuant
to this Article shall be the minimum consideration payable to the stockholder and shall not limit a
stockholder’s right under any provision of law or otherwise to receive greater consideration for any shares

of the Corporation.

Section 9. Fiduciary Obligations. The fact that any Business Combination complies with the
provisions of Section 4 of this Article shall not be construed to impose any fiduciary duty, obligation or
responsibility on the Board of Directors, or any member thereof, to approve such Business Combination
or recommend its adoption or approval to the stockholders of the Corporation, nor shall such compliance
limit, prohibit or otherwise restrict in any manner the Board of Directors or any member thereof with
respect to evaluations of or actions and responses taken with respect to such Business Combination.

Section 10. Amendments to Article. Notwithstanding any other provisions of law, these Articles of
Organization or the ByLaws of the Corporation, and notwithstanding the fact that a lesser percentage may
be specified by law, the affirmative vote of the hoiders of at least eighty percent (80%) of the votes which
all the stockholders would be entitled to cast at any annual election of directors or class of directors shall
be required to amend or repeal, or to adopt any provision incensistent with, this Article; provided that
such eight percent (80%) vote shall not be required for any amendment, repeal or adoption previously
approved by the Board of Directors and by each Disinterested Director.
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