
STOCK OPTIONS  
 
 
 To approve a Stock Option Plan which provides for the grant of (a) Incentive Stock Options, (b) 

Non-qualified Stock Options, and (c) Reload Options (Non-qualified Stock Options which (I) are 
awarded automatically upon the exercise of a stock option granted under the Plan where the 
option price is paid by the optionee’s delivery of previously owned shares of common stock and 
(ii) entitle such optionee to purchase the number of shares so delivered for an option price equal to 
the fair market value of a share of common stock on the date the original option was exercised) 
(with a copy of the Stock Option Plan) 

 
Item 5: Proposal to Approve Stock Option Plan, as Amended 
In 200__, the Board of Directors adopted, and the shareholders approved, the Corporations 200__ 
Stock Option Plan for key employees of the Corporation and its subsidiaries (the Option Plan”). The 
Option Plan is intended to enable the Corporation and its subsidiaries to continue to compete 
aggressively to secure and retain qualified and experienced executive personnel. A maximum of 
<Number> shares of the Corporations common stock as presently constituted have been reserved 
for issuance upon the exercise of stock options which may be granted pursuant to the Option Plan, 
subject to adjustment as provided in the Option Plan. The 3-f or-2 stock split in December 1992 
caused an adjustment in the aggregate number of shares to 1,050,000. Taking into account grants 
made prior to <Date>, there are currently 547,000 shares available for issuance under the Option 
Plan. The Corporation is not at this time seeking shareholder approval to increase the number of 
shares reserved for issuance under the Plan. 

 
On <Date>, the Committee adopted, subject to shareholder approval, amendments to the Option 
Plan that would limit participation to “key officers” of the Corporation, and limit the number of options 
that may be granted under the Option Plan to any one individual during any one-year period to no 
more than 75.000. The following description of the Option Plan, as amended, is qualified by 
reference to the full text of the Option Plan which is set forth as Annex D to this Proxy Statement. 

 
Shareholder approval of the Option Plan, as amended, is recommended by the Board of Directors to 
maintain the tax-deductible status of the compensation income generated upon the exercise of 
options under the Option Plan by the Chief Executive Officer and any other participating key officers 
who are among the other four most highly compensated executive officers. 

 
Approximately 125 key officers are eligible to be granted options under the Option Plan. The 
Committee administers the Option Plan. The types of options that may be granted under the Option 
Plan are incentive stock options and non-qualified stock options. The Option Plan also provides for 
the automatic grant of “reload” options. Reload options are non-qualified options which are 
automatically granted to a participant upon the exercise of an option, provided the participant uses 
previously-owned shares to pay for the option shares. Reload options will be for the number of 
previously-owned shares delivered upon the employee’s exercise of an option. Under the Option 
Plan, the purchase price of shares subject to each option will be 100% of their fair market value at the 
time of the grant of the option. The full purchase price of the shares must be paid, either in cash or by 
delivery of previously-owned shares, when an option is exercised, The fair market value of a share 
of common stock was $________ as of <Date>. An option may not extend more than 10 years after 
the date of its grant, and it generally may not be transferred except by will or the laws of descent and 
distribution, There are no tax consequences to either the optionee or the Corporation when non-
qualified or incentive stock options are issued. When shares are issued upon the exercise of a non-
qualified option, any excess in the fair market price of the stock over the option price is taxable as 
ordinary income to the optionee and, subject to the provisions of Section 162(m) of the Code, 
allowable as a deduction by the Corporation. When shares are issued upon the exercise of an 
incentive stock option, there are no tax consequences to either the optionee (except to the extent 
any excess in the fair market price of the stock over the option price constitutes a tax preference 
item which requires payment of the alternative minimum tax) or the Corporation. Options terminate 
when the optionee ceases to be an employee of the Corporation or one of its subsidiaries except in 



the case of the death, disability or retirement of the optionee. The Option Plan provides that in the 
event of a “change in control” all outstanding options which have been held for at least six months 
from the date of grant shall be immediately vested and exercisable. For purposes of the Option Plan, 
events constituting a ‘change in control” are (i) a merger or consolidation to which the Corporation is 
a party and for which the approval of any shareholders of the Corporation is required; (ii) any person 
(as such term is used in Sections 13(d) and 14(dfl2) of the Securities Exchange Act of 1934, as 
amended) becoming the beneficial owner, directly or indirectly, of securities of the Corporation 
representing 25% or more of the combined voting power of the Corporation’s then outstanding 
securities; (iii) a sale or transfer of substantially all of the assets of the Corporation; or (iv) a 
liquidation or reorganization of the Corporation. The Option Plan may be amended by the 
Committee, except that no amendment shall be made without the approval of shareholders which 
has the effect of increasing the number of shares of common stock subject to the Option Plan, 
changing the class of employees eligible to participate, reducing the purchase price of shares below 
100% of the fair market value on the date of grant, extending the time during which options may be 
granted, or otherwise materially increasing the benefits to optionees. Shares subject to options 
which expire or terminate prior to exercise may be the subject of new options granted under the 
Option Plan. No option under the Option Plan may be granted after <Date>. 

 
The number of shares subject to options granted in fiscal year _____ to each of the officers named 
in the Summary Compensation Table are as set forth in the Option/SAR Grants Table above. The 
number of shares granted to all executive officers as a group (21 persons) was 170,500 shares. 
Grants under the Option Plan are determined by the Committee in its sole discretion. For this 
reason, it is not possible to determine the benefits or amounts that will be received by any individual 
employee or group of employees in the future. 

 
Pursuant to New York law, the affirmative vote of the holders of a majority ot the votes cast by the 
holders of common and preferred stock entitled to vote at the meeting, voting as a single class, is 
required to approve the Option Plan, as amended, and abstentions and broker non-votes will not be 
counted as having voted on this Item 5. For purposes of determining whether this Plan has been 
approved by shareholders under Rule 16b-3, the affirmative vote of the holders of a majority of all 
outstanding shares of common and preferred stock present, or represented, and entitled to vote is 
required, and abstentions will be treated as present, or represented, and entitled to vote. Broker non-
votes will not be so treated. 

 
 

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE APPROVAL 
OF THE OPTION PLAN, AS AMENDED 

 
 
 
 ANNEX D 
 

<NAME> Corporation 
200__ Stock Option Plan 
As Amended 

 
 

The purpose of the ‘200__ Stock Option Plan of <NAME> Corporation (the “Plan”) is to encourage 
and enable selected employees who are key officers of <NAME> Corporation (the ‘Corporation”) and 
its subsidiary corporations upon whose judgment, initiative and efforts the Corporation is largely 
dependent for its business success to acquire a proprietary interest in the Corporation through the 
ownership of its common stock. In this Plan, the terms “employees of the Corporation”, “employment 
by the Corporation”, and “in the employ of the Corporation”, shall be deemed to include employees 
of, employment by, and in the employ of, a “subsidiary corporation” or “parent corporation” of the 
Corporation, as those terms are defined in section 424 of the Internal Revenue Code of 1986, as 



amended (the “Code”). 
 

1. The Stock. Options granted under the Plan shall before the purchase of shares of common 
stock, par value $1.00 per share, of <NAME> Corporation together with any Common Stock 
Purchase Rights appertaining thereto (“Common Stock”), Subject to adjustment in the number and 
kind of shares as hereinafter provided, not more than 1,050,000 shares of such stock shall be sold 
on exercise of options under the Plan (as adjusted for the December 1992 3-for-2 stock split, 
pursuant to paragraph 12 below), Such shares may be authorized but unissued shares or shares 
acquired by the Corporation and held in its treasury, as the Board of Directors may determine, Any 
shares in respect of which an option granted under the Plan shall have expired or terminated may 
again be allotted under the Plan. Each option granted under the Plan shall be subject to the 
requirement that, it at any time the Board of Directors shall determine that the listing, registration or 
qualification of the shares subject thereto upon any securities exchange or under any slate or federal 
law, or the consent or approval of any governmental regulatory body, is necessary or desirable in 
connection with the granting of such option or the issue or purchase of shares subject thereto, no 
such option may be exercised in whole or in part unless such listing, registration, qualification, 
consent or approval shall have been effected or obtained free of any conditions not acceptable to the 
Board ol Directors. 

 
2. Types of Options. The types ol Original Options (as defined in paragraph 10) that may be granted 
under the Plan are incentive stock options (hereinafter “ISOs”), as defined under section 422 of the 
Code, and non-qualified stock options. Any such option, or part thereof, granted under the Plan may 
be designated as an ISO or a non-qualified stock option by the Committee and with the approval of 
the Board of Directors of the Corporation. 

 
3. Eligibility. Options shall be granted only to employees who are key officers of the Corporation 
(including key officers who are directors); provided that no options may be granted to directors who 
are not employees or to persons who are then serving on the Executive Compensation and 
Nominating Committee (the “Committee”). 

 
Under the Plan, the aggregate fair market value of the shares of Common Stock with respect to 
which all ISOs, including any ISOs granted after <Date> under the 20___ <NAME> Corporation 
Stock Option Plan (hereinafter “20__ Plan”) are first exercisable by the optionee during any calendar 
year shall not exceed $100,000, Notwithstanding any contrary provision of either the 1981 Plan or 
the Plan, no ISO shall be granted to any employee who, at the time the option is granted, owns 
directly or indirectly within the meaning of section 424(d) of the Code more than ten percent of the 
total combined voting power of all classes of stock of the Corporation, unless (a) the purchase price 
of shares under such option is at least 110% of the fair market value of a share of the Common 
Stock on the date the option is granted, and 
 
(b) the expiration date of such option is a date not later than the day preceding the fifth anniversary 
of the date on which the option is granted. 

 
4. Number of Options. No individual shall be granted more than 75,000 options in the aggregate 
under the Plan during any one-year period. 

 
5. Price. The purchase price of shares under each option shall not be less than 100% of the fair 
market value of such shares at the time of grant ot the option. 

 
6, OptIon Period. The period during which each option may be exercised shall be set forth in the 
option, but in no event shall an option be exercisable in whole or in part (a) before the end of six (6) 
months following the date of the grant, or (b) after the expiration of ten (10) years from such date; 
provided, however, that a Reload Option, as such term is defined in paragraph 10, may not be 
exercised for a period of three (3) years from the date of the exercise of an Original Option. Each 
option may be exercisable in one or more installments as provided therein. 

 



7. Exercise of Option. Except as provided in paragraphs 9 and 11 below, no option may be 
exercised unless the optionee is at the time of such exercise in the employ of the Corporation and 
shall have been continuously so employed since the granting of the option, Payment for shares 
purchased must be made in full at the time of exercise. The purchase price may be paid in cash; and 
unless the Committee adopts a contrary resolution, the purchase price may also be paid through the 
delivery of shares of Common Stock owned by the employee or through a combination of cash and 
such shares equal to the total option price. Any shares so delivered will be valued at their fair market 
value on the day preceding the day of exercise and the value thereof shall not exceed the total 
option price. No fractional shares will be issued. The Corporation may require as a condition of the 
exercise of the option that the optionee will pay to the Corporation, in cash, an amount sufficient to 
satisfy the Corporation’s obligation to withhold federal, state and local taxes with respect to the 
exercise of the option. 

 
8. Non-transferability of Option. No option granted under the Plan to an employee shall be 
transferable by the employee otherwise than by will or the laws of descent and distribution or 
pursuant to a qualified domestic relations order as defined by the Code or Title 1 of the Employee 
Retirement Income Security Act, or the rules thereunder, and such option shall be exercisable, 
during his or her lifetime, only by the employee. 

 
9. Death of Optionee. In the event of the death of an optionee while entitled to exercise any option 
granted to him or her, such option shall be exercisable up to the date of expiration of the option 
period or within twelve months next succeeding the date of death, whichever is earlier, and then only 
(a) by the optionee’s legal representatives or the person or persons to whom the optionee’s rights 
under the option pass by the optionee’s will or the laws of descent and distribution, and (b) to the 
extent that he or she was entitled to exercise the option at the date of his or her death. 

 
10. Reload Features. Whenever the holder of any option (the “Original Option”) outstanding under 
the Plan (including any Reload Option granted under the provisions of this paragraph 10) exercises 
the Original Option and makes payment of the option purchase price in whole or in part by 
delivering shares of Common Stock previously held by him or her, then the holder of that Option 
shall, subject to paragraph 4 above, receive a new option (the “Reload Option”) for that number of 
additional shares of Common Stock delivered by the oplionee in payment of the purchase price for 
the Original Option being exercised. All such Reload Options granted hereunder shall be non-
qualified stock options and shall be subject to all of the following terms and conditions; 

 
(a) the option price per share shall be the then current fair market value per share of the 

Common Stock as of the date of exercise of the Original Option; 
 

(b) the Reload Option shall be exercisable for three (3) years from the date it vests; 
 
 

(c) any Reload Option shall vest and be exercisable three (3) years from the date of its grant; 
 

(d) except as set forth in subparagraph (e) below, all other terms and conditions of Reload 
Options shall be identical to the terms and conditions of the Original Option; and 

 
(e) any and all Reload Options granted pursuant to this paragraph 10 shall be subject to the 

following additional conditions and restrictions; 
 

(i) no Reload Option shall be granted unless the shares tendered upon exercise of the 
Original Option in payment theref or have been held by the optionee for a period of more 
than six (6) months prior to the exercise of the Original Option; and 

 
(ii) if any of the shares of Common Stock which are issued upon exercise of the Original 

Option are sold within three (3) years following the exercise of the Original Option, then 
the Reload Option shall immediately terminate and the optionee shall have no further 



rights with respect to that Reload Option. 
 

11. Continuation of Employment. Each option, to the extent it shall not have been exercised, shall 
terminate when the employment of the optionee terminates for any reason other than death, 
disability or retirement either after age ~5, or prior thereto with the consent of the Board of Directors 
under a pension, profit sharing, long-term disability or similar plan of his or her employer. In the 
event of termination of employment because of such retirement or disability, the employee’s options 
shall terminate on the date of expiration of the option period and may be exercised as though the 
optionee had remained in the employ of the Corporation until the termination of the option except as 
the Committee may provide. Nothing contained in the Plan or in any option granted pursuant to the 
Plan shall confer on any optionee any right to be continued in the employ of the Corporation. 

 
12. DilutIon or Other Adjustments. In the event that the outstanding shares of Common Stock shalt 
be increased or decreased or changed into or exchanged for a different number or kind of shares of 
stock or other securities of the Corporation or of another corporation, whether through 
reorganization, merger. consolidation, recapitalization, stock split, combination of shares, stock 
dividend or otherwise, the Board of Directors shall make appropriate adjustment in the number or 
kind of shares or securities available for option pursuant to the Plan and subject to any option, and 
the purchase price therefore. The determination of the Board of Directors as to such adjustments 
shall be conclusive. In the case of any stock split or stock dividend, such adjustments shall be self-
operative and shall not require any specific action by the Corporation’s Board of Directors to 
effectuate the same. 

 
13. Effective Date and Termination of the Plan. The Plan was authorized by the Board of Directors 
effective as of May 21, 200__, subject to and conditioned upon approval of the holders of a majority of 
the Corporation’s then outstanding shares of Common Stock, Series A Convertible Preferred Stock, 
Series B Convertible Preferred Stock, Series C Cumulative Preferred Stock and any other class or 
series of stock which is entitled to vote with the holders of the Common Stock, all voting as a single 
class. The Board of Directors may in its discretion terminate the Plan with respect to any shares for 
which options have not theretofore been granted. No option may be granted hereunder after May 20, 
2001. 

 
14. Effect of a Change In Control on Options. “Change in Control” shall mean (i) a merger 
or consolidation to which the Corporation is a party and for which the approval of any 
shareholders of the Corporation is required; (ii) any “person” (as such term is used in 
Sections 13(d) and 14(d)(2) of the Securities Exchange Act of 1934, as amended) becoming 
the beneficial owner, directly or indirectly, of securities of the Corporation representing 
25% or more of the combined voting power of the Corporation’s then outstanding securities; 
(iii) a sale or transfer of substantially all of the assets of the Corporation; or (iv) a 
liquidation or reorganization of the Corporation. In the event of a Change in Control then all 
outstanding options, including Original Options and Reload Options, which have been held 
by the optionee for at least six (6) months from the date of their grant shall vest and become 
immediately exercisable and the restrictions contained in paragraph 10(c) and paragraph 10(e)(ü) 
shall no longer apply. 

 
15. Administration and Amendment to the Plan. The Plan shall be administered by the Committee as 
appointed from time to time by the Board of Directors from among its members, none of whom shall 
be eligible to be granted stock options under the Plan and each of whom shall be (a) a “disinterested 
person” within the meaning of Rule 16b-3(c)(2)(i) under the Securities Exchange Act of 1934, as 
amended (the “34 Act”) and (b) an ‘outside director” within the meaning of Section 162(m)(4) of the 
Code. Subject to and within the limitations provided in the Plan, the Committee shall grant options 
under the Plan on such terms and conditions as the Committee shall deem appropriate. The 
Committee from time to time may adopt rules and regulations for carrying out the Plan. The 
interpretation and decision with regard to any question arising under the Plan made by the 



Committee shall be final and conclusive on the Corporation and on all participants, and other 
persons eligible to participate, in the Plan. The Committee may at anytime, or from time to time, 
suspend or terminate the Plan in whole or in part or amend the Plan in such respect as the 
Committee may deem appropriate; provided, however, that no such amendment shall be made, 
which would, without approval of the holders of a majority of the Corporation’s outstanding shares of 
Common Stock, Series A Convertible Preferred Stock, Series B Convertible Preferred Stock and any 
other class or series of stock which is entitled to vote with the holders of the Common Stock, all 
voting as a single class: 

 
(a) materially modify the eligibility requirements for receiving options or change the class of 

employees to whom options may be granted; 
 

(b) materially increase the number of shares of Common Stock which may be issued pursuant 
to options; 

 
(c) reduce the minimum purchase price for option shares as set forth in paragraph 5 above; 

 
(d) extend the period of granting options; or 

 
(e) materially increase in any other way the benefits accruing to optionees. 

 
No amendment suspension or termination of the Plan may, without The optionee’s consent, alter or 
impair any of the rights or obligations under any option theretofore granted to an optionee under the 
Plan. The Committee may amend the Plan, subject to the limitations cited above, in such manner as 
it deems necessary to (a) permit the granting of options meeting the requirements of future 
amendments, if any, to the Code or future regulations issued thereafter and (b) ensure that options 
granted or to be granted hereunder meet the requirements of Rule 16b-3 of the ‘34 Act for 
exemption from the provisions of Rule 16b-3 thereunder, as such rule may hereinafter be amended. 

 
<NAME> Corporation   __________ 
          Date 

 
 
 
 To approve a Stock Option Plan which provides for the grant of (a) Incentive Stock Options (b) 

Non-qualified Stock Options (c) Stock Appreciation Rights, (d) Limited Stock Appreciation Rights, 
and (e) Restricted Stock (with a copy of the Stock Option Plan) 

 
 
 


