Interleaf, Inc.
Prospect Place
9 Hillside Avenue
Waltham, Massachusetts 02154
(Address of principal executive offices)
Telephone No.: (617)290-0710

Notice of Annual Meeting of Shareholders to be held August 4, 1994

The Annual Meeting of Shareholders (the “Annual Meeting”) of Interleaf, Inc. (the “Company’’) will be held at
Bank of Boston, 100 Federal Street, Boston, Massachusetts, on Thursday, August 4, 1994 at 8:30 a.m., local time, to
consider and act upon the following matters:

1. To elect two (2) Class I directors to serve for the ensuing three years.

2. To ratify and approve the Company’s 1993 Director Stock Option Plan covering 150,000 shares of the Company’s
common stock, as described in the Proxy Statement.

3. To ratify the selection of Emnst & Young as the Company’s independent auditors for the 1995 fiscal year.

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

Shareholders of record at the close of business on June 15, 1994 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,

John K. Hyvnar, Clerk “

Waltham, Massachusetts
June 30, 1994

WHETHER OR NOT YOU EXPECT TO ATTEND THE ANNUAL MEETING, PLEASE COMPLETE, DATE AND
SIGN THE ENCLOSED PROXY AND MAIL IT PROMPTLY IN THE ENCLOSED ENVELOPE IN ORDER TO AS-

SURE REPRESENTATION OF YOUR SHARES. NO POSTAGE NEED BE AFFIXED IF THE PROXY IS MAILED
IN THE UNITED STATES.




Interleaf, Inc.

Class of Stock
Prospect Place Comman Stock Preferred Stock % of Total Votin,
9 Hillside Avenue Directors, Officers and No. of Shares % of Class No. of Shares % of Class Capital Stock ¥
Waltham, Massachusetts 02154 5% Sharcholders Beneficially Owned Outstanding  Beneficially Owned  Outstanding Outstanding!
Dietche & Field Advisors, Inc. 743,0002 536% = = 4.57%
Notice of Annual Meeting of Sharcholders ﬁzf;ﬁ’i‘){:{} ‘{%a;;rd AT
August 4, 1994 },\;elsl:':lgelgz e!&:.anagement Co. 909,4503 6.56% — - 5.60%
Boston, MA 02109
Advent International -4 - 1,241,2425 69.5% 10.26%
Corporation
INTRODUCTION Bosion, MA 03110
This Proxy Statement is furnished in connection with the solicitation of proxies by the Board of Directors of Inter- E: ?cpn?g:le o - z por - ot 2
leaf, Inc. (the “Company™) for use at the Annual Meeting of Shareholders to be held on Thursday, August 4, 1994 and 73, Rue du Faubourg
at any adjournment of that meeting (the “Annual Meeting”). All proxies will be voted in accordance with the sharehold- S o aace
ers’ instructions, and if no choice is specified, the proxies will be voted in favor of the matters set forth in the accompany- Fred.erick B. Bamber 28,4917 . = = o
ing Notice of Annual Meeting. Any proxy may be revoked by a shareholder at any time before its exercise by delivery Dayid A. Boucher 446,643 321% = - 2.74%
of written revocation, or a subsequently dated proxy to the Clerk of the Company, or by voting in person at the Annual GEAVELT 5,000 o 428,57219 24.0% 3.57%
Meeting. Clinton P. Harris 11,00011 * -12 = *
George D. Potter, Jr. 228,66213 1.65% - - 1.41%
The Board of Directors has fixed June 15, 1994 as the record date for determining shareholders who are entitled Patrick J. Sansonetti 25,9001 ¥ 12 - g
to vote at the Annual Meeting. At the close of business on June 15, 1994 there were outstanding and entitled to vote Mark K. Ruport 9218715 * o E -
13,853,374 shares of common stock of the Company, $.01 par value per share (“Common Stock™) and 1,785,715 shares Peter Cintadini 80,00016 . = = =
of the Company’s Senior Series B Convertible Preferred Stock, $.10 par value per share (“Preferred Stock™). Except Lawrence S. Bohn 43,33817 * = = A
as provided below, at the Annual Meeting each share of the Common Stock is entitled to one vote; each share of the Paul English 12,23818 . S & »
Preferred Stock is entitled to 1.34375 votes, and therefore the total number of votes eligible to be cast at the Annual Haviland Wright 15,00019 * o = .
Meeting is 16,252,929. Only holders of the Preferred Stock are eligible to vote for the election of the Class I director Philip E. London?® = 3 2 z -
designated below as the “Preferred Class I Director.” All current directors and executive 1,009,6402! 7.10% 428,57212 24.0% 9.55%

officers as a group (13 persons)

The Company’s Annual Report for the fiscal year ended March 31, 1994 is being mailed to the shareholders with

the accompanying Notice of Annual Meeting and this Proxy Statement on or about June 30, 1994. ek

—Indicates zero.

(1) Determined by using a conversion ratio of 1.34375 foc the Preferred Stock.

(2) All of which Dietche & Field Advisors, Inc. has sole voting power over. The Company has relied on information contained in a Form 13G filed by
The following table sets forth certain information, as of June 15, 1994, with respect to all of the beneficial ownership e i ey L LR T S L Pl

of the Company’s voting shares by (i) each person known by the Company to own beneficially more than five percent | (3) Of which amount, We.lhnglo'n Ma.nag'emenl Cq. has-shared voting power over 3?4.450 shares and shared dispositive power over 909.45.0 shares.

(5%) of [hepoutsmdi_ng e ofyany votjnpg e () A ST s g [ T A e b o o The Company had relied on information contained in a Form 13G filed by Wellington Management Co. on February 10, 1994, in providing this

information.
L35 - — ”» . . i3 F,
Executive Compensation,” and (iv) all current directors and executive officers of the Company eI (4) Does notinclude 11,000 shares of Common Stock listed as beneficially owned by Mr. Clinton P. Harris, and 25,900 shares of Common Stock listed

as beneficially owned by Mr. Patrick J. Sansonett, both of whom serve as St. Vice Presidents of Advent International Corporation.

{(5) Represents 1,241,242 shares of Senior Series B Convertible Preferted Stock (*Preferred Stock) held by various limited partnerships of which
Advent International Corporation is either the general partner or a general partner in limited partnerships which are the general partoers in such
various limited partnerships (“Advent™). The Company has relied on information contained in a Schedule 13D, filed on October 18, 1989 by Ad-
vent, in providing this information.

(6) Does not include 5,000 shares of Common Stock listed as beneficially owned by Mr. Andre Harari. Mr. Harari is the controlling shareholder, Chair-
man of the Board of Directors, and Chief Executive Officer of Compagnie Finandiere du Scribe.

Principal Shareholders

(7) Includes 23,000 shares of Common Stock issuable upon exercise of certain options, which options are currently exercisable or become exercisable
within a 60-day period after June 15, 1994. If the Company’s 1993 Directer Stock Option Plan is not approved at the Annual Meeting, the amount
beneficially owned by Mr. Bamberz shall be reduced by 2,000 shares.

(8) Includes 70,000 shares held by certain trustees of irre vocable trust established for the benefit of Mr. Boucher's children, and 10,000 shares held by
the spouse of Mr. Boucher, asto all of which Mr. Boucher disclaims all beneficial ownership. Also includes 44,800 shares of Common Stock issu-
able upon exercise of certain options, which options are all currently exercisable.

(9) Represents shares of Common Stock issuable upon exercise of an option granted under the Company's 1993 Director Stock Option Plan, subjectto
sharcholder approval at the Annual Meeting.

(10) Represents 428,572 shares of Preferred Stock listed as beneficially owned by Compagnie Financiere du Scribe, a French corporation of which
Andre Harari, a director of the Company, is Chairman of the Board of Directors, Chief Executive Officer and controlling shareholder,
(11) Includes 5,000 shares of Commeon Stock issuable upon exercise of an option granted under the Company's 1993 Director Stock Option Plan, sub-

ject to sharcholder approval at the Annual Mesting; and 2,000 shares of Common Stock held by trustees of trusts established for the benefit of Mr.
Haurris' wife and children, as to al of which shares Mr. Harris disclaims beneficial ownership.




(12) Doss not include 1,241,242 shares of Preferrcd Stock lsted as beneficially owned by Adveat Intet national Corporation, a corporation in which he

serves as St. Vice President.

(13) Includes 22,000 shares of Common Stock held by trustees of
disclaims all beneficial ownership, and $,000 shares of Common Stock issuabl
Director Stock Option Plan, subject to sharcholder approval at the Annual Meeting.

which options are currently exercisable or become exercisable

an irrevocable trust established for the benefit of Mr. Potter's children, as to which he
e upon exercise of an option granted under the Company's 1993

(14) Includes 23,000 shares of Common Stock issuable upon exercise of certain options,
within a 60-day period after June 15, 1994. If the Company's 1993 Director Stock Option Plan is not approved at the Annual Mecting, the amount

beneficially owned by Mr. Sansonetti shall be reduced by 2,000 shares.
(15) Represents 92,187 shares of Common Stock issuable upon exercise of certain options,
cisable within a 60-day period aftez Juze 15, 1994.
(16) Represents 80,000 shares of Common Stock issuable upon exercise of certain options, which options are curreatly exercisable or become exer-
cisable within a 60-day period after June 15, 1994.
(17} Includes 31,500 shares of Common Stock issuable upon exercise of certain options, which options are currently exercisable or become exercisable
within a 60-day period after June 15, 1994.
(18) Includes 11,750 shares of Common Stock issuable upon exercise of certain options, which options are currently exercisable or become exercisable
within a 60-day period after Juze 15, 1994.
(19) Represents shares of Common Stock issuable upon exercise of certain oplions, which options are currently exercisable or become exercisable
within a 60-day period after June 15, 1994.

(20) Mr. London resigned from the Company in December 1993 as its St. Vice President of Engineering. Mr. London has no beneficial ownership of
Common Stock issuable upon exexcise of any options, nor is he a shareholder of record of any of the Company Common Stock.

which options are currently exercisable or become exer-

(21) Includes 104,000 shares held by the children and spouses of certain directors and officers, and certain trustecs of irrevocable trusts established for

the benefit of the children of certain directors and officers, as to all of which shares these directors and officers disclaim all beneficial ownership.

Includes an aggregate of 356,937 shares issuable upon exercise of options held by six (6) directors and six (6) executive officers, which options are
currently exercisable or become exercisable within the 60-day period after June 15, 1994,

(22) Represents 428,572 shares of Preferred Stock listed as beneficially owned by Compagnie Financiere du Scribe, a French corporation of which
Andre Harar, a directoc of the Company, is Chairman of the Board of Directors, Chief Executive Officer and controlling shareholder. Does not
include 1,241,242 shares of Preferred Stock listed as beneficially owned by Advent International Corporation, a corporation in which Patrick J.
Sansonetti and Clinton P. Harris serve as Sr. Vice Presidents.

Votes Required

exce& ;::::x:t;; 1?;1 ;vote.sf cue:st by the holders of the Preferred and Common Stock is required for the election of directors

T tgr i :y a;)r ¢ votes cast by the holders of the Preferred Stock is required for the election of the Prefemui

S enu'ued S irmative vote of the hol-dersf of a majority of the shares of Common and Preferred Stock repre-

g lm\:ottf at the Annual Meeting is required for the approval of the Company’s 1993 Director Stock

g ;;t et :1 1\‘:[3 vgte o_f the h9lders of amajority of the shares of Common and Preferred Stock represented

s u' b eeting is required for the ratification of the selection by the Board of Directors of Emst &
oung as the Company’s independent accountants for the current fiscal year.

Sh i
S :lx)ifam“ﬁ gg;moz and Preferrefi Stock represented in person or by proxy at the Annual Meeting (including shares
e RIS om or do not vote w1§h respect to one or more of the matters presented at the Annual Meeting) will be
spel(l;tor forymu;eAmspZ(l:t:; of the election, The First National Bank of Boston (the “Bank of Boston™) was appointed in
nnual Meeting and will determine whetker or not a quorum is ent f icular X
Bank of Boston will treat abstentions as shares that are present and entitled e pan s e:mmm'm?mr(S)- 3
ber of shares that are present and entitled to vote with respect to an i e e but vl s e
A ‘ y particular matter, but will not count abstentati
as a vote in favor of such matter. Accordingly, an abstention from voting on a matter by a shareh i i
or represented by proxy at the Annual Meeting with respect to any matter requiri o ikl
and entitled to vote has the same legal effect as a vote “against” the matg eve:gtl?ol:ﬁnomy i
. - lhe -
Parpes analyzing the results of the voting may interpret such vote differently. If a brokef holdi:gh?‘:hu;ili‘:le r"(s)trrem:emStee
indicates on th.e proxy that it does not have discretionary authority as to certain shares to vote on a particul S
those shares will not be considered as present and entitled to vote with respect to the matter. R g

1. ELECTION OF DIRECTORS

’ C'[l'he Company has a classified Board of Directors presently consisting of two (2) Class I, two (2) Class IT, and three
(3) Class III duect9rs. At each annual meeting of shareholders, a class of directors is elected for a full term of l'hme ears
to sugceed lhose- directors whose terms are expiring. The Preferred Shareholders, as a separate class, are entitled : !

the director designated herein as the Preferred Class I Director. ' i

At the Annual Meeting, two (2) Class I directors will be el i
_ » two (2) ected to hold office until the 1997 annual meeti
;l&a:eholfiers (or Specnal Mecung in .ln‘:u thereof) and until their respective successors are duly elected and :::hl'lfgle?lf
1 nominees bave indicated their willingness to serve if elected; however, if an individual should be unable to serve.
the proxies may be voted for a substitute nominee or nominees designated by management ;

The persons named in the enclosed proxy will vote to elect as di i

irectors the Class I nominees named below
that only meenad_ sharehqlders shall be entitled to vote for the Preferred Class I Director), unless authority to ‘lemt::pt
any or all of the directors is withheld by marking the proxy to that effect. ' X

. The follow'ing table sets forth the name and age of each nominee for election as a Class I director (each of whom

is currently a du.ectf)r) and each. of the Class II and Class III directors, the positions and offices held by him with the

Sompany, h:s; pl;lilc;pl?l occupation and business experience during the past five years, the names of other publicly held
ompanies of which he serves as a director, if i i

s 1, if any, and the year of the commencement of his term as a director of the

N_ame, Age, Principal Occupation,
Nominees for Terms Expiring in 1997
(Class 1 Directors)
:auick J. Sax}sonetﬁ
o ooy act 1t5- st of Gogi gl Mo 0 i bubetis il

Preferred Class 1 Di

Clinton P. Harris

: : y'l 1 Dm




Directors Whose Terms Expire in 1996
(Class III Directors)
David A. Boucher Ay 4 i :
A:‘:43' General Parmer of Applied Technology Partners, L.P,a venmrgeg;ap(l:tla:l l;x;iute: [:la::lgr:rtlléz,r sf;r;c:l Joaxér:grlfggé
fo i i ber 1989; Chief Execu

hairman of the Board of Directors of the Company since Octo : ' :
f(:) July 1992; Chief Executive Officer and President from 1981 to October 1989. Director of the Company since 1981.
Director of Viewlogic, Inc., and Wang Laboratories, Inc.
Frederick B. Bamber e 1%
Age 51; General Partner of Applied Technology Partners, L.P, a venture capital limited partnership, since January 1982.
Director of the Company since 1984.
Mark K. Ruport : : i
Age 41, Chix:f’ Executive Officer since August 1992, and President and Chief Operating Qfﬁcer of the Company su;)ce
January 1991; Sr. Vice President World Wide Sales of the Company from June 1990; prior to that date, from Octo ef
1989 to June 1990 Sr. Vice President of Sales of Informix Software, Inc., a developer :-md mark.eter of datat')ase sot;mare.
from April 1986 to October 1989 Vice President North American Operations and Client Services _°f Cullinet Software,
Inc., a developer and marketer of software for mainframe computers. Director of the Company since 1991.

Directors Whose Terms Expire in 1995

(Class I Directors)

Andre Harari — _ '

Age 51; Chairman of the Board of Directors and Chief Executive Officer of Compagnie Financiere du Scribe, a French
venture capital firm, since January 1975. Director of the Company since 1991.

George D. Potter, Jr. : _
Age 5g7; President of Quality Systems International, Inc., a developer of quahly assurance software October 1991.5 to pres:
ent; Independent business consultant September 1991 to October 1993; Sr. Vice President of Sales and Marketm_g. Ges-
can‘ International, Inc., a data retrieval software company from January 1990 to September 19_9 1; Sr. Vice President of
Sales Operations of the Company from April 1989 to December 1990; Vice President of Marketing of the Company, Feb-
ruary 1983 to March 1989. Director of the Company since 1983.

Board and Committee Meetings

i i i d of Directors, which provides the opportunity for direct
The Company has a standing Audit Committee of the Boar : . : \
contact betwe[;n the Company’s independent auditors and the Board of Directors. The ‘:\Udll Committee reviews the
overall scope and specific plans of the annual audit by the Company’s independent audnf)r.f, and the adequgcy of the
Company’s internal controls, and considers and recommends the selection of the Copmpany s independent auditors. The
Audit Committee met five (5) times during fiscal 1994. The current Audit Committee members are Messrs. Bamber
(Chairman), Harris, and Potter.

i i i f the Board of Directors, which provides recommen-
The Company also has a standing Compensation Committee 0! ch ,
dations to the Board of Directors regarding compensation programs of the Company and adgumstem tl'le Compar.ly s
1983 and 1993 Stock Option Plans and 1987 Employee Stock Purchase Plan. Th.e Compensation Committee met-elgm
(8) times during fiscal 1994. The current members of the Compensation Committee are Messrs. Bamber, Harari, and
Sansonetti (Chairman).

The Company bas no nominating committee.

The Board of Directors met five (5) times during fiscal 1994. Each current director attended at.least 75% of the
aggregate number of the meetings of the Board of Directors and of all committees of the Board of Directors on which
he served.

There are no family relationships between or among any directors or officers of the Company. Un_der the terms of
the Certificate of Vote Establishing the Preferred Stock, the holders of the Prefer}'ed Stock have lh.e right, as a single
class, to elect one director, herein designated the Preferred Class I Director. At-the time of such establfshment in Septem-
ber, 1989, a current director of the Company, Patrick J. Sansonetti, was so designated. Mr. Sansonetti was elected a Pre-
ferred Class I Director for a term of three (3) years at the Special Meeting InLicu _0[ An Annual Me.etmg of Shareholders
held on August 9, 1991, and is a current nominee for election at the Annual Meeting as a Class I Director, Daniel Harari

B

and Clinton P. Harris were elected by the Board of Directors as directors of the Company pursuant to arrangements aris-
ing out of the Company’s private placement of the Preferred Stock in September, 1989. Mr. Harris is a current nominee
for election as a Preferred Class I Director. In May, 1991, Daniel Harari resigned as a director of the Company. Subse-
quently, the Board of Directors elected Mr. Andre Harari a Class II director of the Company, succeeding to the position
previously held Daniel Harari. Andre Harari is the brother of Daniel Harari, and is the Chairman of the Board of Directors
and Chief Executive Officer of Compagnie Financiere du Scribe. Mr. Andre Harari was elected a Class II Director at

the Special Meeting in Lieu of an Annual Meeting of Shareholders held August 21, 1992 by holders of both the Common
and Preferred Stock.

Certain Relationships and Related Transactions

In September, 1989, the Company completed the acquisition of Interleaf France, S.A. for approximately $7 million
from Compagnie Financiere du Scribe (“CFS”). In September, 1989, the Company sold 428,572 shares of its Preferred
Stock to CFS for approximately $3 million, Mr. Andre Harari, a director of the Company since May, 1991, is Chairman
of the Board of Directors, Chief Executive Officer and controlling shareholder of CFS. In September, 1989, the Compa-
ny also sold 1,714,285 shares of its Preferred Stock to a group of investors and funds advised and/or controlled by Advent
International Corporation (“Advent”) for approximately $12 million. Mr. Sansonetti, a director of the Company at such
time, and a current nominee for election as a director, serves as Sr. Vice President of Advent. Mr. Hamis, a director of
the Company since March, 1990, and a current nominee for election as a director, also serves as Sr. Vice President of
Advent. Pursuant to adjustments required by the terms of Certificate of Vote Establishing the Preferred Stock, each share
of Preferred Stock may be converted into a 1.34375 shares of Common Stock. In addition to electing the Preferred Class

1 Director, the holders of the Preferred Stock are entitled to vote the number of shares of Common Stock they would
have owned if they had converted their Preferred Stock,

While Mr. David Boucher served as the Company’s Chief Executive Officer, the Company and Mr. Boucher entered
into an agreement that in the event Mr. Boucher should resign from his employment with the Company, he would be
available on an exclusive consulting basis to the Company for a period of 18 months during which time his monthly
compensation would equal that of his 1992 compensation of $30,750 per month. Additionally, in such event, certain
outstanding unvested stock options, approximately 30,000 shares, would continue to vest over said 18 month period.
In July 1992, Mr. Boucher resigned as Chief Executive Officer and thereafter received compensation as a consultant
until January 31, 1994, totalling $553,500. Mr. Boucher shall have until December 31, 1994 to exercise options covering
42,800 shares at per share exercise price of $3.13. Mr. Boucher is currently Chairman of the Company’s Board of Direc-
tors, and since January 1993 a general partner in Applied Technology Partners, L.P. Mr. Frederick Bamber, a Company
director, is also a general partner in Applied Technology Partners, L.P.

On June 15, 1993, the Company acquired all of the outstanding stock of Avalanche Development Company (“Ava-
lanche™) for a cash purchase price of $5.5 million. Mr, Haviland Wright was Avalanche’s founder and president, and
owned approximately 17% of Avalanche's outstanding stock. Mr. Wright received cash consideration of $942,848 for
all of his stock in Avalanche from the Company as part of the acquisition. Immediately after the acquisition, Mr. Wright
joined the Company as a Sr. Vice President, a position in which he continues to serve.




I he ‘()“()w“l ‘a‘)]e Sets toﬂh (hC summar y ol ¢ ns ‘ recelvel by (he Chlef EXCCUUVC Oft-lce' and each Of and each Of the Ompany S [1ve Omer most high]y COU'IpEllsa[E d axe l- E

in fiscal 1994;
1 e e X 77y
the Company’s five other most highly compensated executive officers along with their principal positions, for servi

OPTION GRANTS TABLE
rendered with respect to fiscal 1994, 1993, and 1992: Options Granted in Fiscal Year 1994
e - -
UMMARY COMPENSATION TABLE - Potential Realizable Value at
- uli AC ation Long Term Compensaior Assumed Annual Rates of Stock
Annual Compens Powards Individual Grants Price Appreciation for Option Term?
—res Underlying Number f’f Securities | Percent of Total Options |  Exercise of
i 25 Secun(;lpefi ous (#) 5 Underlying Opliions Granted to Employeesin | Base Price Expiration
= an; L Yoar Salary! (§) Boous? (§) % Name Granted (#) Fiscal Y (5/Sh) Date 5% ($) 10% ($)
G -
= ident and 1994 $250,000 343,810 =5 Mark K. Ruport 30,000 6.18% $5.00 6/122003 $170,100 $429,300

)é::'el; léx:lcl:ll:lo:: gfﬂ_efée:“ =553 $250,000 $87,500 25, Peter Cittadini 20,000 4.12% $9.00 6/172003 $113,400 $286,200
553 $250,000 $119,000 = Lawrence S. Bohn 10,000 2.06% $9.00 6/1/2003 $56,700 $143,100
1994 $150,000 $73,444 20,000 Haviland Wright 60,000 12.36% $6.75 37572003 $255,150 $643,950 |

Peter Cittadini, - = Paul English ? 1.4 :

FesCusl e = ST $253.303 - aul Eoglis 7,000 % $8.25 4112003 $36,382 $91,822
1992 $90,576 $72,916 ! 40,000 8.24% $7.00 2232004 $176,400 $445,200
= T 329,250 10,000 Philip E. London? = = - - - =

Lawrence S. Bohn, . 20,000 ;

St. VP Business Dev. 1993 $141,076 5:3-202‘; — ~Indicates zero.

1992 $124,807 340, 50:000 (1) All options granted to the named executive officers provided above are exercisable in four equal annual installments, commencing one year
- 1594 $131,458 $8,780 : after the date of grant. The Company’s 1983 and 1993 Stock Option Plans (“Stock Option Plans™) provide that the exercise price of each

Haviland Wnsfht‘ e = - = option must be at least 100% of the fair market value of the Company's Common Stock on the date the option is granted. The exercise price

St. VP and Chief Scientist 1993 = = may be paid in cash or in shares of Common Stock, or in a combination of cash and shares. Pursuant to the terms of the Plans, the options
1992 = 47,000 held by all employees, including the above-mentioned executives, become exercisable in full upon a “change in control.” See, “Severance

SeTBoein? 1994 $109,115 $25,000 ’ and Change in Control.” ;

aul Eoglhsh, - =

St. VP of Engineering 1993 = = ()  During the fiscal year ended March 31, 1994, the Company granted options under its Stock Option Plans to its employees to purchase a total
1997 r= = of 485,350 shares of Common Stock and cancelled options to purchase 272,843 shares of Common Stock due to employee terminations.

e i 1994 $175,000 v 75000 () The do!]ul' amounts under these colurrms are the result of calculations atthe $% and 10% apprec.iation rates setby the Securities and Exchange

- VE;’ t Engin n o 1993 $175,000 $61,600 2 Commission and, therefore, are not intended to forecast possible future appreciation, if any, in the price of the Common Stock.

= = ~ @
1992

' 3, and no wuons were w‘&d to him in fi 1199.
Y Y i nsaud 14
N C‘ed k a ards have ever been made by the Compan tothe Chi fExeCuu (<3 1cer and the fi ther most hlgh]y compe! pany Sr. Vice President in Decembe: l99
orestn stocK aw, Ve LY € wi Oﬂ C: ¢ 1{ve otnel

The following table sets forth certain information on option exercises in fiscal 1994 for the Company’s Chief Execu-
executives of the Company listed above. tive Officer and each of fhe Company’s five other most hig!ﬂy com_pensaxed executive officers during fiscal 1994 and
LR the value of such executive officers’ in-the-money unexercised options as of March 31, 1994:

(1) Salary includes amounts deferred pursuilnl tothe Int.crleff.'lnc. :)1 (2 i:l:::;h;da e o i OPTION F,XERC]SIISS AND HSCAL 1994 YEAR-END foLUE TABLE
(2) Amounts shown, except for those r_cla\u ng to Mr. C‘“‘_d"f" s ‘:i id subsequent to the end of each fiscal year. Amounts s}'mwn for Mr. Aggregated Option Exercises in 1994 and FY-End Option Values
amounts are carned and accrued during the fiscal years indicated ARC P83 4 bonus for meeting his sales goal, or part thereof, with respectto Shares Acquired Number of Unexercised | Vatue of Unexercised In-the-Money
Cinadini are comprised of sales commissions based on revenue and a cash bom N On Excroise (8) Ve Options at FY1994-End (#) Optioas at FY1994.End ($)1
each fiscal year. ! : 0 Tune 1993 Exercisgblel Bxercis;ablcl
(3) Mr. Wright joined the Company and was elected a St. Vice President in June . = R . Un?];e;cal;?::sﬁ s;;;‘;‘;l::;l:zs
. i i 4. ark K. Ruport - = ! B ¥
(4) Mr. English was elected a Vice Presld;:.nt in March 19‘2 R R Chief Technical Officer in December 1993. Peter Citadim, = = 50'000,70'000 $75,0000575,000
(5) Mr. London resigned as the Company's St. Vice President of H8* Lawrence S. Boha = = 29,000/28,000 $58,500/328,980
Haviland Wright - - ~/60,000 -t
Paul English = = 19,000/57,000 $18,100/~
Philip E. London® = = -+ T
—Indicates zero.

n

Market value of shares covered by in-the-money options on March 31, 1994, or $6.75 per share, less the option exercise price. Options are
in-the-money if the market value of the shares covered thereby is greater than the option exercise price,

Mr. London resigned as the Company's Sr, Vice President in December 1993 and currently has no options.

@




Compensation Committee Interlocks and Insider Participation

i i al 1994 were Andre
The members of the Compensation Committee of the Company’s Board of Directors during fisc

; employee of the
Harari, Patrick J. Sansonetti and Frederick B. Bamber, none of whom is or has ever been ant :;f;f;:(;erre(l);ﬁonls)hip o
Compe’my or any of its subsidiaries. No member of the Compensation Commitee 1S a p_at;‘?s' e e
to be disclosed under Item 402 or Item 404 of Regulation S-K promulgated by the Securt

See “Certain Relationships and Related Transactions,” above.

Compensation Committee Report

ion Committee. The
The Company’s execulive compensation program is developed ar.ld approved by the Cozlnpgl;;zlil‘(:il:i i
Committee’ s philosophy is to reward executives based upon the achievement of corporate b
: 11 as to provide long-term incentives for the achievement of future financial and strategic goals. I
L ::)S ecll) on the Company’s revenue growth and corporate net income for the relevant ﬁsFal year.d T
m? goal§ S asd Chief Executive Officer, Mark K. Ruport, may earm up to 50% of his compensation b'flse ;’_‘ e
Rl PreSldet:\_l " ent of corporéte goals. Approximately 25% to 50% of the Company'’s named execuuvc;1 o ;:( =
pEE e rtunity is based upon the achievement of corporate and individual ‘perform.ance go s;) e-n[;m o
CompeflsaUOD Oppoalarles are highly leveraged based on profitability fora particular busmesg unit. Of L!le abov b
exzz:zzgz “:)l:ﬁ;eseter Citadini, the Company’s Sr. Vice President of Worldwide Operations, has his compe!
ex ; - ;

based on this latter criterion.

The Company's executive compensation program for fiscal 1994 consisted of the 1'ollowmge(l threc:j ele:z:%; é};a?w"s
3 ‘zZ) inc?:nu'):/e compensation in the form of commissions and annual C&S!] bqnuses earn t‘un ekro el
Szl;g;ate bonus program; and (3) long-term equity-based incentive compensation in the form of stock op g
c 3 ‘
pursuant to the Company’s 1983 and 1993 Stock Option Plans.

1. Base Salary

i 1 i jcers, including the Company’s President, Mark K: Rupo:lt, are detcf-
i S salz!nes. &:r t:fcgl?::g‘a:gnfbeig;l;t;vsfoi following three factors: (a) salaries generally paid for similar 1;0;1
u'uned' by taking tl)lll 0 ftware companies, (b) the particular skills of the executive, and (f:) the past perfomlance'o e
. com'para ecso In June 1993, the Compensation Committee, with the assistance of the Cor.npany s then
execuuve-wnh M ompa;ny. ces WiUia;Il Barnes, reviewed execulive salary surveys for comparably sized s.oflwane
Nace Pre'mdcm o(fl(]; lfImmm:?Z(Z)urixpm;sation Committee reviewed the Company’s stropg operating .performancc in ﬁsca'll
Compagics i 1u?n, dship of the Company during the year. After the review, it was detfarfmned‘thatMr. Rupop $
A SteWarnd o?the software industry survey, but that in combination with his mgenu’ve compe.nsagon
ba.;e St?)]callc-yo::‘:);; utllew(.)v\::rf:irly compensated. Mr. Ruport agreed with the Compensation Commitee’s determination.
and § ;

2. Incentive Compensation

_ : ished Interleaf’s corporate bonus program (“1994 Bonus Pro-

I,I,l April 1993, ig;f g::s: :%Zﬁoﬂfghui;iﬁlicudve, with the exception of Messrs. Ci‘t'tadini and Rupqm
Frie ), U{lder 2 25% to 50% of hi:s base salary if certain fagcted (i) corpotatl TRVeRse i) corp‘orate il
could receive betwee_n 2 z"GoaJs") n fiscal 1994, along with certain individual performance goals established by Mr.
come goal§ were atchleval of the Compensation Committee. Under 1994 Bonus Program, however,_ no bonuses were to
il n’ e m; appro‘:he Company’s President and Chief Executive Officer, if the Company ?chleved less than 70%
be paid to Mr.' 'u&ortéom S zgchiev d 70% of its Goals, 12.5% of his base salary would be paid; and at 90% of Goals,
of these szﬂs, if the wogld ie paid, Finally, if 100% of Goals were achieved, Mr. Ruport would receive a bonus equal
33 ?02/: l:fs:;s gims;jlaw This formula has been in effect for the Company’s last three fiscal years.

) operating performance, the Board of Directors subsequently
In September 19?3;)bzr°:$§ glf a;h iof%?faﬂ);;:osoi;cg the Ggall): were based on the original operating plan, it was
refwsed tht? Comtgany > :xecuﬁve including Mr. Ruport, would be awarded abor}us. On }\Iovember 11, 1993, the Com-
highly unlikely that an::;et and revised the Corporate 1994 Bonus Program to provide that if the Company’s revised oper-
pe-nsauon Com;nlllttec nieved. the total bonus pool would be funded up to 33% of its (?ngmal amount. The Compensation
ating pl.an wasﬁu :d a:;l at it was important (o incent the Company's executives to achieve the revised operating plan. The
Committee believed L 4 operating plan for fiscal 1994 and based on the individual recommendations of the Company’s
(lgfem'l;mt]l{,n;;rt ltfslur;r)i thepCompensation Committee awarded bonuses to the executives based on this funding level.
sidel .
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MTr. Ruport recommended, however, that he not be granted a bonus. The Compensation Committee, however, in recogni-

tion of the revised operating plan being fully achieved, awarded Mr. Ruport a bonus of $50,000, or 40% of his original
maximum bonus opportunity.

3. Long-Term Incentives

The Company awards options primarily to executives and key employees. Under the Company’s 1983 and 1993
Stock Option Plans, stock options are awarded an executive to incent the executive to focus on the Company’s long-term
success as measured by the Company’s stock price. Since options for executives vest annually overa 4 to 5 year period,
executives are encouraged to focus on the long-term success of the Company. In June 1993, Mr. Ruport, the Company’s
President, was awarded an option grant covering 30,000 shares of the Company's Common Stock at an exercise price

of $9.00 per share, the then fair market price of the Company's Common Stock, in recognition of the Company’s strong
operating performance in fiscal 1993.

Finally, the Committee has reviewed the implications of Section 162(m) of the Internal Revenue Code and the pro-
posed regulations thereunder. Section 162(m) disallows for federal tax purposes the deductibility of compensation to
the Company's President or a named executive to the extent compensation to the executive exceeds $1 million in a year.
The Compensation Committee believes that the Company's compensation for each executive in the foreseeable future
would not exceed this limitation. Therefore, it has no present intention of formally qualifying any compensation paid

- to its executive officers for deductibility under Section 162(m) of the Internal Revenue Code, but may consider doing

so in the future when the proposed regulations become final if it appears that the limitations are likely to be exceeded.

Compensation Committee: Andre Harari Frederick B. Bamber Patrick J. Sansonetti

Stock Performance Graph

The following graph compares the Company's cumulative shareholder retumn with that of a broad market index
(NASDAQ Stock Market Index for U.S. and Foreign Companies) and a published industry index (NASDAQ Computer
and Data Processing Services Stocks). Each of these indexes is calculated assuming that $100 was invested on March
31, 1989. The lines represent monthly index levels derived from the changes in the daily market capitalization, which
are calculated based on daily closing stock prices, quarterly shares outstanding and quarterly dividend reinvestments.
The broad market index and industry index are weighted on the basis of market capitalization.

11




N

o 1g§;nga'my’s 1989 Di.rect'or Stock Option Plan. On March 20, 1989, the Board of Directors of the Company adopted
e irector S'toclf Op_tlon Plan (the “1989 Director Stock Option Plan”), which was ratified by the shareholders
at the Special Meeting in Lieu of An Annual Meeting held in August 1989.

350

nterleaf, Inc. 1
@ NASDAQ Stock Market (U.S. & Foreign)

300 + NAS_DAQ Computer and Data Processing Each
St e <:f éhen non-employee director of the Company was granted a non-statutory stock option to purchase 12,000
o s e::)t or::tu:on St:ck on Mgrch 20 1989, the date the 1989 Director Stock Option Plan was adopted by the Board
T rpe:r (;; are exercise price 9f $8.38. Each such option is exercisable on a cumulative basis in equal annual
el a three-year period beginning one year after the date of grant. At the end of the three year period, each
: 200 B eceives an oplion grant of 3,000 shares on each succeeding March 20, at the then fair market value on
g suc dfite in which he will be fully vested at such time. On March 20, 1993, Messrs. Sansonetti and Bamber each received
-g 150 ::(;PU;)D t% [‘Jurf:b-ase 3,000 §hares of C9mmon Stock, at then fair market value of $8.75 per share. On March 20, 1994,
‘ of suc| lnd|V}duaJs received an option to purchase 3,000 shares at an exercise price of $7.13 per share, which option
. w:ll be cancel'led if the Cou}pany's 1993 Director Stock Option Plan is approved at the Annual Meeting, Both of such
individuals will participate in the 1993 Director Stock Option Plan,
5 Only Fwo of six (6) current non-employee directors, Messrs. Sansonetti and Bamber, participate in the 1989 Director
Stock Option Plan. .Because of the need to retain existing non-employee Board members, the Board of Directors on Sep-
4 ggnber 8,81993, sub-Ject to sh.arehc_)lder ratification, adopted the Company’s 1993 Director Stock Option Plan. If the 1993
39 90 91 92 93 94 };f:;lt_or Stock Option Plan is ratified at the Annual Meeting, the 1989 Director Stock Option Plan will terminate. Se,
Fiscal Year ication and Approval of the Company’s 1993 Director Stock Option Plan” immediately below.
2. RATIFICATION AND APPROVAL OF THE COMP. i
3/31/89 3130/90 3128191 3131192 3/31/93 3/31/94 1993 DIRECTOR STOCK OPTION PLAN il
Tnterleaf, Inc. 100 64.48 69.74 122.37 98.63 71.05
NASDAQ Stock Market (U.S. & Foreign) 100 100.83 128.58 161.02 183.55 197.02 “199(;!;) Septtemlsaer 1(1)993 the Bgard of Dirf:ctors of the Coxppany adopted lh.e 1993 Director Stock Option Plan (the
NASDAQ Computer and Data Processing Ser- 100 143.08 195.60 789.23 321.35 323.22 sl ':;; roorvall?c ption Plan”) and terminate the 1989 Director Stock Option Plan, subject to shareholder ratifica-
vices Stocks
Eligibility and Term of Options

Severance Plan and Change of Control

Executive officers and all other officers of the Company are covered by the Company’s Officer Severance Benefit
Plan (the “Severance Plan”). Adopted by the Board of Directors effective Marcl.l 13, 1989, the cherance' Plan prm{ic!ejs
that if any officer, vice president or more senior officer loses his employment with the Company, or has tu.s I'?S[.Jonsﬂ)ll'l-
ties significantly diminished, during a one year period after a “change in control of the Company, such individual will
be entitled to receive an amount equal to his then total annual compensation. For purposes 9f thc? Severance Plan, a
“change in control” occurs if (a) an individual by himself or in affiliation with others shall acquire, directly or indirectly,
25% or more of the the combined voting power of Company’s outstanding securities, or causes the replacement of a
majority of the incumbent Board of Directors of the Company, () the.Company is merged or reorga_nized in.to or with
another entity, resulting in previous shareholders of the Company holdlf\g !ess_ than 80% of the c.:ombmed v.otmg power
of the outstanding securities of the resulting entity, of (c) the Company is liquidated or substantially all of its assets are

sold.

In addition, under the Company’s 1983 and 1993 Stock Option Plan, all options held by all employees, including
named executive officers, become exercisable in full upon a “change in control.

On April 13, 1994, Richard P. Delio was elected the Company’s Sr. Vice Presidfant of Finance and Administration
and Chief Financial Officer. Pursuant to Mr. Delio’s employment agreement, at any time during his first year of employ-
ment in the event that Mr. Delio is terminated without cause or resigns due to a diminution of responsibility, he shall
receive severance equal to his first year’s salary, or approximately $270,000. In addition, all options granted to him shall

continue vesting for an additional year.
Directors’ Compensation

Cash Compensation. Non-employee directors of the Company r?ceive $1.090 for each Board of Directors and Au-
dit Committee meeting attended. In addition, each non-employee director receives a retainer fee of $6,000 per year,
payable in four equal quarterly payments.
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Only directors who are neither employees nor officers of the Company are eligible to participate in the 1993 Director
Stock Option Plan. Subject to adjustments for mergers, consolidations, sales of assets, reorganizations, recapitalizations
reclassifications, stock dividends, stock splits and other similar distributions, the maximum number of shares of Com:
mon Stock of the Company which may be issued and sold under the 1993 Director Stock Option Plan is 150,000 shares.
All options granted shall be nonstatutory stock options.

Each current non-employee director of the Company was granted a non-statutory stock option to purchase 5,000
shares of Common Stock on September 8, 1993, the date the 1993 Director Stock Option Plan was adopted by the Board
of Directors, subject to approval by the shareholders at the Annual Meeting, If approved, each such option will then be
exercisable on or after August 4, 1994.

Messrs. Sansonetti, Bamber, Harari, Potter and Harris, as non-employee directors, received options on the inception
of the 1993 Director Stock Option Plan. Each holds an option covering 5,000 shares, with a per share exercise price of
$6.65, the average of the last reperted sale price per share of the Company’s Common Stock in the NASDAQ National
Market System during the period of September 9, 1993 through September 30, 1993, inclusive.

Thereafter, each person who becomes a director of the Company and who is not an employee of the Company, will
be granted, as of the first date of his or her election as a director, a non-statutory stock option to purchase 5,008 shares
of Common Stock at the then fair market value of the Common Stock. Each such option will be exercisable one year
after the grant.

The 1993 Director Stock Opticn Plan further provides that each non-employee director will be automatically
granted, on each April 1, 2 non-statutory stock option to purchase 5,000 shares of the Common Stock of the Company
at the then fair market value of the shares on April 1. Such option will be fully exercisable on or after the following
March 31. On April 1, 1994, Messrs Sansonetti, Bamber, Harris, Harari, Boucher, and Potter were each granted an option
of 5,000 shares at a per share exercise price of $6.75, the fair market value on the date of grant.

Except as provided above, the exercise price for all shares subject to options granted under the 1993 Director Stock
Option Plan will be the fair market value of the shares on the date of the option grant. Payment of the exercise price

13




must be in cash. Each option and all rights thereunder granted to directors under the 1993 Director Stock Qpﬁ?n Plan
will expire 10 years plus 30 days from the date of grant and will be subject to earlier termination as provided in such

plan.

Two current non-employee directors, Patrick Sansonetti and Frederick Bamber, the only current participants in the
1989 Director Stock Option Plan, will surrender for cancellation their options granted March 21, 1994 under the 1989
Director Stock Option Plan covering 3,000 shares, at an exercise price of $8.25 per share, upon shareholder ratification
and approval of the 1993 Director Stock Option Plan at the Annual Meeting. Upon such approval, the 1989 Director

Stock Option Plan shall terminate.

At June 15, 1994, the last reported sales price of the Company’s Common Stock on the NASDAQ National Market
System was $5.75.

Federal Income Tax Consequences

The following is a summary of the federal income tax treatment of non-statutory stock options that may be granted
under the 1993 Director Stock Option Plan.

No taxable income is recognized by the director upon the grant of a non-statutory stock option. The director must
recognize as ordinary income in the year in which the option is exercised the amount by which the fair market value
of the purchased shares on the date of exercise exceeds the option price. The Company will be entitled to a business
expense deduction equal to the amount of ordinary income recognized by the director. The Company shall withhold all
appropriate federal and state withholding taxes upon option exercise by the director. Any additional gain or loss recog-
nized upon the subsequent disposition of the purchased shares will be a capital gain or loss, and will be a long—term gain
or loss if the shares are held for more than one year from the date of exercise.

Board Recommendation

The purpose of the Board of Directors in adopting the 1993 Director Stock Option Plan was to provide an incentive
to the non-employee directors of the Company to continue to serve as directors, attract qualified directors in the future,
and, by enabling directors to acquire an equity interest in the Company, to increase their incentive to promote the best
interests of the Company and increase the Company’s value. Accordingly, the Board of Directors believes that the 1993
Director Stock Option Plan is in the best interests of the Company and its shareholders, and recommends that the share-
holders ratify and approve the 1993 Director Stock Qption Plan.

3. RATIFICATION OF SELECTION OF INDEPENDENT AUDITORS

Subject to ratification by the shareholders, the Board of Directors, on the recommendation of the Audit Committee,
has selected the firm of Ernst & Young as the Company’s independent auditors for the current fiscal year, ending March
31, 1995. Emst & Young has served as the Company’s independent auditors since 1981,

Representatives of Ernst & Young are expected to be present at the Annual 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 sharehold-

ers.
OTHER MATTERS

Management does not know of any other matters which may come before 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
1o vote, or otherwise act, in accordance with their judgment on such matters.

This solicitation has been made by the Company. All costs of solicitation of proxies will be borne by the Company.

In addition to solicitations by mail, the Company’s directors, officers and other employees, without additional remunera-

tion, may solicit proxies by telephone, telegraph and personal interviews. Brokers, custodians and fiduciaries will be

_requested to forward proxy soliciting material to the owners of stock held in their names, and the Company will reim-
burse them for their out-of-pocket expenses in this connection.

» By-Law Amendments

On April 14, 1994, the Board of Directors of the Company voted unanimously to amend Section 1.2 of the Compa-
ny’s By-Laws to provide that the annual meeting of stockholders of the Company shall be held within six months after
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ic: e:-.d of each ﬁscal' year on a date to be determined by the Board of Directors. The By-Laws previously had provided
! t the annfla'] }rne?Ung would be held on a date specified in the By-Laws. The Board took this action in order to give
1t more flexibility in establishing an appropriate annual meeting date.

Tm.a Board of Directors also voted unanimously to amend the By-Laws by deleting Article 7 in its entirety. Article
7 contmned.cenain restrictions on the transfer of Common Stock of the Company which restrictions had, by their own
terms, terminated in their entirety upon the completion of the Company’s initial public offering of Common Stock in
July 1986. In connection with this action, the Board voted 10 renumber Article 8 as Article 7.

Pursuant to the Massachusetts Business Corporation Law, the Company’s Articles of Organization, and the Compa-
n_y’s By-Laws, the Board of Directors has the power to amend the By-Laws in these respects. Accordingly, the descnp-
tion of these By-Law amendments is included in this Proxy Statement for the purpose of giving notice of the substance
of the amendments, and shareholders of the Company are not being asked (o vote upon these By-Law amendments.

Deadline For Submission Of Shareholder Proposals

Proposals of shareholders intended to be presented at the 1995 Annual Mecting of Shareholders must be received
by the Company at its principal office in Waltham, Massachusetts, by o later than April 1, 1995 for inclusion in the
proxy statement for that meeting.

By Order of the Board of Directors,

John K. Hyvnar, Clerk

June 30, 1994

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

HAVE SENT IN THEIR PROXIES.
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