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Lotus

March 20, 1995
Dear Shareholder:

You are cordizlly invited to attend the 1995 Annual Mesting of Shareholders of Lotus
Development Corporation, which will be held at the Museum of Transportation, Larz Anderson
Park, 15 Newton Street, Brookline, Massachusetts, on Tuesday, May 2, 1995 at 10:00 am., local time.

Information about the Annual Meeting, including 2 listing and discussion of the matters on
which the shareholders of the Company will act, may be found in the enclosed formal Notice of
Annual Meeting and Proxy Statement. The Annual Report to Shareholders for the scal year ended
December 31, 1994 has also been enclosed if it was not previously furnished to you.

We hope that you will be able to attend the Annual Meeting. However, whether or not you
anticipate attending in person, I urge you to complete, sign and return the enclosed praxy card
promptly to ensure that your shares will be represented at the Annual Meeting. If you do attend,
you, of course, will be entitled to vote in person, and such vote will revoke your proxy.

\ Q—
Jirm P. Manzi

Chairman of the Board and President

Sincerely,

Lotus Develonment Corporation. 55 Cambridge Parkway, Cambridge, Massachuserts 02142 617 5778500
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1LOTUS DEVELOPMENT CORPORATION
55 Cambridge Parkway
Cambridge, Massachusetts 02142

NOTICE OF ANNUAL MEETING
OF SHAREHOLDERS

TO OUR SHAREHOLDERS:

The Annual Meeting of Shareholders (the “Meeting™ of Lotus Development Corporation, a
Delaware corporation {the “Company’?), will be held on Tuesday, May 2, 1995 at 10:00 a.m,, locnl
time, at the Museum of Transportation, Larz Anderson Park, 15 Newton Strect, Brookline,
Massachusetts. The purpose of the Meeting shall be:

1. To elec* directors of the Company to serve until the next Annual Meeting of Shareholders
and until their respective successors have been duly elected and qualified,

2. To approve the amendment of the Company’s 1992 Stock Option Plan to increase the
nummber of shares of the Company's Comsmeon Stock that may be offered pursuant to such plan.

3. To ratify the selection of the firm of Coopers & Lybrand L.L.P., as auditors for the Company
for the fscal year ending December 31, 1895,

4. To trapsact such other business as may properly come before the Meeting or any
adjournments therecf.

Only shareholders of record on the books of the Company at the close of business on Mareh 10,
1995 will be entitled to notice of and to vote at the Meeting.

Please sign, date and return the enclosed proxy card in the enclosed envelope at your earliest
convenience. If you return your proxy, you may nevertheless attend the Meeting and vote your
shares in person.

All shareholders of the Company are cordially invited to attend the Meeting.

By Order of the Board of Directors

Thomas M. Lemberg
Secretary

Cambridge, Massachusetts
March 20, 1995

IT IS IMPORTANT THAT YOUR SHARES BE REPRESENTED AT THE MEETING. WHETHER
OH NOT YOU PLAN TO ATTEND THE MEETING, PLEASE SIGN, DATE AND MAIL THE
ENCLOSED PROXY IN THE ENCLOSED ENVELOPE, WHICH REQUIRES NO POSTAGE IF
MAILED FROM WITHIN THE UNITED STATES.
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LOTUS DEVELOPMENT CORPORATION
55 Cambridge Parkway
Cambridge, Massachusetts 02142

PROXY STATEMENT

Annual Meeting of Shareholders To Be Held on May 2, 1395

Proxes enclosed with this Proxy Statement are solicited by the Board of Directors of Lotus
Development Corporation, a Delawere corporation (the “Company”), for use at the Annual
Meeting of Shareholders (the “Meeting™) to be held on Tuesday, May £, 1595 at 10:00 a.m., local
time, at the Museurn of Transportation, Larz Anderson -Park, 13 Newton Street, Brookline,
Massachusetts, and any adjournments thereof.

Shares represented by duly executed proxies in the form enclosed herewith received by the
Cornpany prior to the Mesting will be voted at the Meeting FOR the election of the nominees for
director named below {except to the extent that authority therefor is withheld) and FOR each
proposal deseribed in this Proxy Statement. Where no choice has been specified on a proxy with
respect to a particular matter, the shares represented by that proxy will be voted FOR the particular
matter.

Any shareholder may revoke a proxy at any time prior to its exercise by delivering a later-dated
proxy or a written notice of revoéation to the Secretary of the Company at the address of the
Company set forth above, or by voting in person at the Meeting. If a shareholder does not intend to
attend the Meeting, any proxy or notice should be returned for receipt by the Campany not later
than the close of business on Monday, May 1, 1995. The persons named in the proxies are officers of
the Company. The Company will bear the cost of solicitation of proxies relating to the Meeting.

Only shareholders of record as of the close of business on Mareh 10, 1995 (the “Record Date™
will be entitled to notice of and to vote at the Meeting and any adjournments thereof.

As of the Record Date there were 48,257,996 shares (excluding treasury shares) of the
Company’'s Comnmon Stock, $.01 par value (the “Common Stock™), issued and outstanding. Such
shares of Corumon Stock are the only voting securities of the Comnpany. Shareholders are entitled
to cast one vote for each share of Common Stock held of record on the Record Date.

The Board of Directors of the Company (the “Board of Directors™) is not aware of any other
matters to be presented at the Meeting. If any other matter should be presented at the Meeting
upon which a vote properiy may be taken, shares represented by all duly executed proxies received
by the Company will be voted with respect thereto in accordance witn the best judgment of the
persons narned in the proxies, An Annual Report to Shareholders, containing fnancial statements
for the Bscal year ended December 31, 1994, preceded or accompanies this Proxy Statement. This
Proxy Statement and the prexy enclosed herewith were Brst mailed o sharehoiders on or about
March 20, 1995,

The mailing address of the Company's principal executive offices is 5 Cambridge Parkway,
Cambridge, Massachusetts 02142,
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PRINCIPAL ROLDERS OF VOTING SECURITIES

Security Ownership of Certain Beneficial Owners

Tha following table sets forth as of December 31, 1994 the nime of each person who, to the

knowledge of the Company, owned beneficially morc than Bve percent (53%) of the shares qf
Common Stock of the Company outstanding at such date, the number of shares owned by each suen
person and the percentage of the outstanding shares represented thereby. The information below
with respect to benefcial ownership it based upon information bled with the Securities and
Exchange Commission ("SEC™) pursuant to Seetjons 1Xd) or LX(g) of the Securites Exchange act
of 1934, xt amended (the “Exchange Act™), and furnished to the Company by the respective

shureholders.
Aot
avd Nature
o i Percent
Hame antl Advbren of Beraticisl Oyt Orrnership of Cla

The Capital Croup Carapanies, Ine. 2,630,000(1) 3531%
333 South Hope Street
Loz Angeles, CA 90071
FMA Corp. 6,193,974(2) 14.23%
82 Devenshire Street
Boston, MA 02109
Manning and Napier Advisors, Ine 3.241.506(3) 6.80%
1100 Chase Square
Rochester, NY 14604
Metropolitan Life Insurance Company 3,561.300(4) 7.46%

)

One Madison Avenue
New York, NY 10010

State Strect Rescarch & Management Company 3,537,500 141%

One Finanria] Center
Baston, MA 02111

Represents shares held by Capital Research and Management Company, & registered

investment adviser CCRMC"} and an operating subsidiary of The Capital Group Comparies,
Inc. As of the date set forth above, CRMC exercised sole investment discretion with respoct to
all of such shares, ail of which were owned by various institutional investors. CRMC had no
voting power with respect to such shares and disclaims beneficial ownership of such shares.
Refreseng shares beneficially owned by (i) FMR Corp, through its whaily owned subsidianies,
Fideliry Management & Rescarch Company, a registered investment sdviser (“Fidelity™), and
Fidelity Management Trust Comnpany, a bank ("FMTC™, (if) by certin mvestment companies
(including the Fidelity Magellan Fund) for which Fidelity sarver as investment adviser (the
“Fidelity Funds™), and (iij) by Edward C. Johnsan 3d, as Chairman of FMR Corp., and through
¢ortain members of his family and family trusts by virtus of their controlling interest a3 & group
in the voting stock of FMR Corp, The Fidelity Magellan Fund benebcially owned 4,757,860
sheres or 9.57% of the Common Stock outstanding as of the date set forth abave. EMTC is the
beneficial owner of 109,190 shares or 23% of the Commen Stock qutstanding of the Company
83 & result of its serving as investment manager of institutional account(s). Mr. Johraon and FMR
Corp., through ity control of Fidelity, and the Fidelity Funds each had sole dispesitive power
with respect to the 6,684,784 shares owned by the Fidelity Funds Mr. Johnson and FMR Carp.,
through its contral of FMTC, had sole dispasitive power over 109,180 shares aad sole voting
power with respect to 7,990 of these shares and no voting power with respect 1o 101,200 thares
owned by institutional aceounts fanaged by FMTC. Neither FMC Corp. nor Mr. Johnson has
the sole power to vote or direct the voting of the shares owned directly by the Fidelity Funds,
which power resides with the Funds’ Board of Trustees

a
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{3) The beneficial owner. a registered investmant adviser, passessed le voting with respect 2o
3,470,231 of yuch shares and sole dispositive power with respect 20 all such shares s of the date
stated above.

{4) The beneficial owner, a registered irvestment adviser and inmurance company, postessed sole
voting with respect to 3,430,700 of such shares and wle disposidve power with respect to all
such shares as of the date stated above.

{5) The beneficial owner, a registered investment adviser, possessed sole voting power with respect
to 3,407,100 of such shares and sole dispositive power with respect to all such shares as of the
date stated above,

Security Ownership of Directors and Executive Officers

The following table sets forth for each member of the Board of Directors, the Company’s Chief
Executive Officer ("CEQ™), and cach of the next four most kighly compensated executive oBcers of
the Company, the pasition presently held by such person and tha number of shares and percentage
of cutstanding Common Stock of the Company beneficially owned by each and by all directors and
executive oficers a3 a group, as of February 1, 1995.

Amount and Nature

Poaitines snd Ofiom of Banehcisi Fercent
Naroe with the Company Ownaranipi1) of Clans
JimP. Manzi .....o..inniaen ++. Chairman of the Board, President 12170729 2.54%
and Chief Executive Oficer
Richard S. Broddock ....... .v... Director 8,000(3) *
Eline L Chao.........ooevnn.n. Director 0 .
Wiliam H. Gray OL ............. Director 0 .
Michaol E. Porter ............... Director 11,08X4) .
Henri A. Termeer.............. +  Director T.08X%5) o
Edwin [ . Gillis ....covvvnvninnn... Senior Vice President— 101.75%(6) b
Finance and Operations and
Chief Financial Oficer
Jobn B. Landry «oeueeennnennn.., Senior Vice President.— 42.556(N .
Communications, Development
and Chief Techoology Oficer
June L RokeE covvvvmencnennnns Senior Vice President— 65.471(8) .
Worldwide Services Group
Robert K Weiler................ Senior Vice President.— 83.248(9) .
Worldwide Sales and Marketing
All directors and executive oficers
a3 a group (14 persons) ........ 1,584.572(10) 3.30%

* jessthan 1%

{1} Except whete expressly stated otherwise, each named person pouesses sole voring and
investment power with respect to the shares

(2) Includes 26201 shares held in the Jim P. Manzi 1993 Lrrevocable Trust for the benefit of Mr.
Manzi’s children. Includes 46,666 shares that Mr. Manzi bus the right to acquire within 60 days
of February 1, 1095 by the exercise of stock optiont.

{3) lacludes 7,500 shares that Mr. Braddock has the right to acquire within 60 days of February 1,
1995 by the ezercise of stock options,

(4) Includes 7,083 shares that Mr. Porter has the right to acquire within 60 days of February |,
1993 by the exercise of stock options,

(3} Includes 7.083 shares that Mr. Termeer has the right to acquire within 60 days of February 1,
1995 by the exercise of stock vprions.
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6) Includes 99,479 shares that Mr. Gillit hys the right to acquire within 50 days of February 1.
1995 by the exercise of stock options. Includes 780 shares held in trust for the berest of
Mr. Gillis under the Company’s 401k and Proft Sharing Plan

(M Includes 31270 shares that Mr. Landry has the right to acquire within 50 dayx of Februsry 1.
1993 by the exercite of stock optiony Inciudes 112 shares held in trust for the benefit of
Mr, Landry under the Company’s 401k and Profit Sharing Plan and 1,200 shares over which
Mr. Lancry exercises investment discretion as custodian of such shares held for the beneat of
his minor children

(8) Includes 48,541 shares that Ms. Rokof hus the right to acquire within 60 days of February 1,
1895 by the exsrcise of stock optiont. Includes 7,430 shares held in trust for the benefit of
Ms. Rokolf under the Company’s 401k and Profit Shating Plan.

(9 Includes 81,979 shares that Mr. Weiler has the right to acquire within 60 days of February 1,

. 1995 by the exercise of stock options.
(10) Ineludes 387,760 shares that directors and exeritive oficers of the Company have the right to
acquire within 60 days of February 1, 1995 by the exervise of stock options and 8,463 shares of
Common Stock beld in trust by the Company's Profit Shariog and 401k Plan s described above,

EXECUTIVE COMPENSATION AND OTHER INFORMATION
CONCERNING DIRECTORS AND EXECUTIVE OFFICERS

[ ary C tion

13

The following table sets forth information concerning the cath and noneash compensation tn
each of the last three Gscal years for the Company's CEO and the next four mest highly
compensated executive oficers.

{.""‘“ Term o All Other

Asnusl Camp senJ)
Name and Prmeipal Porition Your  Selary (3 Bonwt (B Options (#) (3D

JmP.Manz .....oovvivinnnnn., 1954 650,000 227,500 200,000 31,800
Chairman of the Board and 1993 530,000  &%50.000 40,000 27,046
President 1992 650,000 0 (1] 34,214

Edwin]. Guls.........vunuenoun. 1994 325,000 113,750 100,000 17,100
Chief Financial Officer and 1993 275000 275,000 17,500 . 18.387
Senior Vice President—Finance 1992 275,000 0 50,000 23,805
and Operations

Jehn B. Landry.................. 1994 325,000 113,750 100,000 18,150
Senior Vice President— 1993 325000 325,000 12,500 28,325
Communications Development 1992 325,000 182.000(3) 0 26,889
and Chief Technology Ofcer

June L Bokof................... 1994 325000 113,750 100,000 18,150
Senior Vice Presidente— 1993 325.000 325,000 25,000 18,771
Worldwide Serviees Croup 1992 307,400 0 65,000 19,943

Robert X. Wedler ................ 1994 350,963 120,013 100,000 13,695
Senior Vice President..- 1983 325,000 325,000 17,500 19,771
Worldwide Sales and Marketing 1992 325,000 g /] 24,688

(1) Does not include perquisites or other personal benefits in any year for which the aggregate
amount way less than the lesser of either $30,000 or 10 percent of the total annual salary and
bonux for the executive oficer in that year.

@ Includes amounts credited to the account of the exegutive oficer for thase years in which he or
she served in such capacity in connection with (i) the profit sharing feature of the Compuny's
Probt Sharing and 401k Plan, (i) the Company’'s Dafined Contribution Restoration Plan and

4
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(it} the Company matching conmibutien uncer the savings festure of the Profit Sharing and
401k Plan az foilows:

Defined
Contribuation
Proft Sharg  Ratonstion 401k Matching
Narmwe l_t_l:_ Amwsunt (3) Plan ($) Contributian (3]
. L 1594 3.150 24,150 4,500
15393 11,084 19,465 4497
1582 1,781 22,089 4,364
Gilis .. oovvniniinannan Hamamrmsraanaes 1954 3,150 9,450 4,500
’ 1983 11,084 3.016 4,497
1592 7.781 11,860 4,364
Landry ...l 1994 3,130 10,500 4,500
1993 11,084 12,744 4,457
1592 7,781 14,744 4,364
Rokeff......... e tiereeerrrrrre v 1994 3,150 10,500 4,300
1563 11,084 4,190 4,497
1592 7,781 7,800 4,364
Weler oot 1994 3,150 11,045 4,500
1993 11,084 4,190 4497
1992 7.781 12,543 4,364

(3) Represents payment by the Company rsiated to Mr. Landry's prior employment for cash and
other compensation that he had foregone by joining the Company.

Option Grants in Last Fiscal Year

The Following table sety forth information concerning individual stock option granh made to
the Company's CEQ and each of the Company's next four most highly compensated executive
officers during fscal 1994,

Povential Realizable
Valuw at
Indivichei Cran(]) s‘dhp:;:lfdﬁqf i
O St e Eaerss for Optisn Tern
Crsnted  to Employwes in Prite 5% 10%
l“‘:: (#) Fiarel Your (%] ($/5h) Ergirstion Date (£} (%)
Jim P.Manzd........ 200,000 5.06 64.50 January 25, 2001 2226330 8,048,709
Edwin J. Gillis ...... 100.000 253 6450 January 25,2001 1113165 4024334
John B. Landry...: . 100,000 2.53 64.50 January 25,2001 1.113,165 4,024,354
June L. Roloff ...... 100,000 253 6450 January 25,2001 1,113,165 4,024,354
Robert K Weiler ..., 100,000 233 64.50 January 25,2001 1,113,165 4,024,354

(1) All options described abave are “premium” options granted at a per share exerciss prico 20%
above the Fair merket valoe of a share of Common Stock on the date of grant. The optioms are
non-qualified stock options, have & seven year term and vest over three years beginning on the
25th month following the date of grant and theresfter in equal monthly installments over the
succeeding 35 months

() Caleulation of potentia] realizable values are baied on theorerical rates of return required to
be disclosed by the SEC and may or may not accurately refiect or predict the actuul value of
the stock options.

TEM 7510297413




[RPERPERTSPR RS, 95 T e

Aggregated Option Exercises In Last Fiscal Yesr And Fiscal Year-End Optian YValues

The follow:ng rable sets ferth information concerning each exerciuve of stock cptioms by the TZT
and each of tae Company's next four most highly compensited executive oficers during 3scai 199+
and the vajue of unexercised options at the end of that Sscal year,

Number of Unexereied ~ Valuw of Unevercised

Optiona at Fimeal intha-\{ sy Oproms 3t
Shaves Yene-End Fiscal TewnEndii.
Acquired Value Exercushie/ Exercsah el
- ea Exercise Realed Cnexeyciable Urwesareisabile
Name [£.2] {3) {#) [

JmP.Mans cooeeiinniiinnes 21,250 674,688  44,166/233.333 914,883/ 660,753
Edwin J. Gillis........ e 10,000 421 563 98,385/165364  §61,704/1,047.808
John B, Landry .. ooviiiniiiens 40500 1320063 40,489/144.010  B43,605/ 915064
June Lo Rekoff .. vvvviiniiinnns 21250 T12,188  46,579/164.270 675,815/ 925.284
Robert K, Wetler ......vvunn- 15,000 643,125  43,385/152.864 949,517/1,168,121

(1) Based on the closing price on the NASDAQ National Market System for 2 share of Cornmon
Stock on December 31, 1994 of $41.00.

Pension Plan

In 1985, the Company established the Lotus Development Corporation Pension Plan {the
“Pension Plan™) for the purpose of assisting its employecs in meeting the needs of retirement. In
1992, the Company determined that its Probt Shuring and 401k Plan could provide adequate
retiremnent assistance to employees and, efective June 1, 1992, ruspended the Pension Plan. While
all benefits acctusd under the Pension Plan through May 31, 1932 have become fully vested, ro
further benefits have acerued to employees after that dats.

Benefits under the Pension Plan are based on sn average of the parficipant’s highest
consecutive 36 months of total annual compensation during the last 72 months of service (“Final
Average Compensation™). The monchly benefit payable upon normal retirement in the form of a
single life annuiry is computed wy follows: Visth of 1.5% of Final Average Compensation is
multiplied by the participant’s tobl number of years of service at June 1, 1992 up to no more than
35 years, From that result is subtracted the monthly value of the annuity that could be scguired (on
spetified actuarial assurnptions) with the amount of Company profit sharing contributions for the
participant’s account for 1990 and subsequent years sceumulated with a deemed interest return,

The table below sets forth the estimated annual benefits payable upon normal retirement under
the Pension Plan formuia to employees in the specified average saliry and year of service
clamifications:

Years of Sefvirs

Remunention 5 o
0 2100 $ 1875 $ LW
BO.000 . e ee et et e e e 2,750 7,500
£ 10 10 5625 11,250
0 . 7,500 15,000
12 000 . et 8,375 13,750
10,000 . i et ey 11,250 22.500
< 1 13,125 25250
200,000 ......... et r e re e eees 13,000 30,000
22BBB6% ... i P 17,165 34,330

* The marimum permitted salury recognized under the Internal Revenue Code of 1986, as
arnended (the “Code™) as in effect in 1992
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As of June 1, 1992, the date on which the sccrual of future benefits was suspended, Mr. Manzi
had eight vears, Mr. Landsy had less than ooe year, Ms. Rokod bad seven years, Mr. Gillis had less
than ane ycar and Mr. Weiler hzd one year of service under the Pension Plan.

Other Benefit Plans

The Company currently provides certain benefity to its eligible empioyces (inelucing ity
executive oficers) through the benefit plans described belaw:

15992 Stock Option Plan. The Company maintains the Lotus Development Corporation 1992
Stock Option Plan (the “1992 Stock Option Plan™) to attract and retain the berw available perxmnel
for positions of substantial responsibility and to provide additional incentives 1o certain emnployees
and consultants to contribute o the suceess of the Company. The 1592 Stock Opton Plan i
sdrministered by 2 committes of the Board of Directors that consists of independent directors Stock
options grantsd under the plan may not be granted at less than fair market value on the dato of
grant. See "Preposl No. 2-=Approval of Amendment to the 1992 Stock Optian Plan™ below.

Employee Stock Purchase Plan. The Company maintains the Employee Stock Parchase Plan
{the "Employse Plan"} to provide incentive and to encourage awnership of Common Stock by all
eligible employees of the Company and its subsidiaries. Employees of the Company may participate
in the Employee Plan by authorizing payroll deductions aver a xix month period, with the proceeds
being used to purchase shares of Common Stack for the participant ar a discounted price. The
Employee Plan is intended to be an “employec stock purchase plan™ under Section 423 of the Code,

Frofit Sharing Plan and 401k Plan.  The Company's Proét Sharing and 401k Plan (the “Plan™)
provides savings options to eligible U.5. employees of the Campany through deferment of & portion
of their compensation. Participants may elect to defer 2% to 12% of their compensation into the
Plan and may abo elect to contribute up to an additional 10% of their campensation on 2 non-
deferred basis; provided that the combinatien of deferred and non-deferred contributions cannot
exceed 12% of annual compensation. The Company also makes matching contributions equal to s
pereentage of the participant’s biweekly deferred contributions

Under the Flan, an annual discretionary profit sharing contribation by the Campany based cn
a percentage of operating profit is allocated to the acevuns of all participants, who do net
therselves make any profit sharing contribution. The level of Company profit sharing and matching
contributions is set annually by the Board of Directors.

The Plan is administered by a comunittes appointed by. the Board of Directors Each
participant’s contributions to the Plan are beld in trust by a bank trustee and are invested in certain
investment funds in accordance with the participant’s instructions. The Plan i intended to be a
qualified plan under Secton 401(k) of the Code.

Defined Restoration Plan. The Company adopted the Defined Contribution Restoration Plan
to provide supplemental retirement benefits to employees, who becauss of limitations imposed by
the law on benefits under tax qualified plans, would receive less than the full benefits to which they
would have otherwise been entitled under the Company's qualibed retirement plan Under the
Defined Contribution Restoration Plan, a participant’s account iy credited each year with the
smount by which his or her profit sharing allocation under the Company's Profit Sharing and 401k
Plan, calculated without consideration of the limitations imposed gnder the Code, exceeds the
amounts permitted under the Code. The Company’s funding policy is ta pay these supplemental
benefits direcdy to participants as they become due.

Compensation Committes Report on Executive Compensation
The Company's executive compensation program is administered by the Compensatden

Cornmittee of the Board of Directors (the “Committee™. The Committee, which is compased of
. two independent directors, makes recommendations to the Board of Directory on the three key
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components of the Campany’s execulive compensation program. base salary, annual incentive
awards and long term incentives.

Compenration Folicies for Exerutive Officere.

The Catapany's executive compensation program is designed to attract and retsin [fully
qualified executives in the highly competitive high technology marketplice. The levels of executive
compensation established by the Committee sre designed to be consistent with those avuilable to
other executives in similarly sized evrporations

The Committee establishes individual compensation swards based an the contribution the
executive has made in atwining the Company’s short term and strategic performance objectives as
well as the executive’s anticipated future contribution. The Company's exstutive compensation
program cansists primutily of the following integrated components:

1. Bawe Salary—which i8 designed to compensate erecutives competitively within the
industry and marketplace.

2 Annual Incrntives—which provide 2 direct Hnk between executive compensation and
annual Company perfermance againist predetermined messures.

3. Long Term Incentives-which consist of stock options that link management decision
making with leng-term Company performance and shareholder interests.

Base Salary. Base salary levels for executive officers of the Company are reviewsd snnually
by the Compensation Cornmittee. The Committes's current policy is to target base salaries at the
mid-range of the market and to maintain the combined amaount of base lary and annual incentves
within the upper quartile of the market based on independent nationally-recognized surveys and
competitive apalyses of companies whose gross revenues fall within the same range as those of the
Company. The surveys from which this market comparison s drawn include dats frorn aver 400
major manwfacturing and service companies and from over 300 high technology companies of
verious xizes. The surveys include, but are not limited 10, dats from all industries represented in
the Standard and Poor’s 500 High Technokgy Composite Index, ie, Computer Software &
Services, Communication Equipment/Manufacturers, Computer Systems, Asrospace!Defense,
Elcetronics (natrumentation, Defense and Semiconductory) and Ofice Equipment and Supplies.
The High Technology Compasite Index is the “line of business index™ used in the stock performance
grxph set forth below. See “Performance Graph—Cumulative Five-Year Renan™ below.

Annual Incentiver Al executive offcers participate in an Executive Incentive Program,
which compensates officers in the form of annual cash bonusey. Awards under this program are
based on the ettainment of four specific Corupany performance measures establithed by the
Compensation Committee at the beginning of the fiscal year. These performance measurements
are keyed o managernent’s annual pperating plan and are based on the achievement of targeted
(i) operating proét, (i) revenue growth, (iii) revenue per employee and (iv) expense per employee.
A+ Company performance for Bscal 1984 did not meet the targeted measures, the Erecutive
Incentive bonuses actually paid were below targeted amounts.

Long Term Incentives.  The Company provides long term incentives through Its Amended and
Restated 1983 Nonqualified Stock Option Plan and its 1992 Stoek Option Plan. The purpase of these
plans is to create x direct link between compensation and the long-term performance of the
Company. Stock options under these plans are granted at or above fair market value and vest in
installments, generally over four years Options granted before January 1, 1993 have a fve year
term and options granted on or after thar date have a seven year term. The Company makes its
anonal grant of options to its employess, including ity executive oBcers, in Janusry, 10 enable the
Company to more clasely link option grants to individual contribution and Cornpany performance.

When recommending option awsrds for an executive officer, the Committer considers (i) the
execurive’s current cantribution to Company performance, (i) the anticipated contribution in
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meeting the Company's long-lern strategic performance goals and (it industry pracsices and
normas. Because the regespt of vaiue by an executive officer under a stock aption is dependant upan
an ircrease in the zrice of the Company's Commeon Stock, this portion of the executives’
compentation is directly aigned with an increase in shareholder value.

In 1594, the Company adopted 2 “preraiwn” stock option program for the CED, the executive
officers and cartain other ofcers of the Company. The prograr is designed to enhance the link
between the particimant’s compensation and the long-term performance of the Company and assist
in the retention of each partizipant Under this program parbcipants receive oprions to purchase
Common Stock under the 1992 Steek Option Plan st 20% above fair market valve. Ophions granted
under this prozram have 2 seven year term and vest over three years beginning in the 25th meath
following the date of grant and thercafter in equal monthly insmllments over the succeeding 25
months

In January 1§95, the Company granted “premfum” vptions te purchase the following nurnber
of shures of Common Stock to the CEOQ and the next four most highly compensated erecutive
officers ar an exercise price of $48.50 per share: Mr. Manzi—100,000; Mr. Landry--50,000;
Ms. Rokof§—350,000; Mr., Gillis—50,000; and Mr. Weiler—50,000.

CEO Compensation. .
Base Salary. The CEQ's wlary @ positioned competitively to the mid-range of the
roarketplace, a5 deterthined through comparison of surveys and competitive analyses in the manner
described above. The CEO has not recpived s base salary intrease since Jasuary 1990,

Incentivs Compensation. The annual Executive Incentive Program is designed to reward the
CEO based on the Company’s performance. The CEO's annual bonus peysble under this Program

- is determined using the same four meusurements employed in determhining the annual theantive

swards for executive officers deseribed above. These performance measurement targets are set and
approved by the Commirtee snnually. The CEQ's matimwn potential annual incentive award
under this program is 150% of base salary. As Company performance for fiscal 1694 did not mect
three of the four measurement targets, the CEO's Executive Incentive bonws for 1994 was below
the targeted amount.

Long Term Incentive. In Janunry 1995, the CEO received a “premium” option grant.w
deseribed above. Consistent with the Committee’s considerations for awards under this plan, the
award was bawed on the anticipsted contribution of the CED to the attainment of the Company's
long-term strategic performance. Bated upon its asteszment of the industry surveys described
above, Ihe Comumitice believes that the awarding of this grant is within the seope of the
marketplace Jor cxecutives of similarly sized companijes.

Respectfully submitred by the Comnpensation
Committee,

Richard S. Braddock, Chairman

Heori Termeer

Compensation of Direetors

All Directors, with the exception of Mr. Manzi, received an annual retainer of $24,000 for the
fscal year ended December 31, 1994, together with reimbursement of expenses incurred in
attending mentings of the Board of Directors.

On January 1, 1525, Mr. Braddeck, My Chao, Mr. Gray, M. Porter and Mr. Termeer were each
granted an opdon to acquite 10,000 shares of Common Stock at an exercise price of $40.50 per
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share, which price was equs) to the market value of the Company’s Coramoc Steck on the Erx
business day following that date, pursuant to the Company's 15868 Stock Opticn Plan for Non-
Emplovee Directort. In addition, in accordance with such pian, Mr. Gray and Ms Chac were esch
granted options to purchase 10,000 shares of Common Stock at an exercise prce of $5%.5%5 and
$31.00, respectively, the mariet value of such shares on the date of grant) in conaecticn with their
election to the Board of Directors.

Compensation Committee Interiocks and Insider Participation

During 1994, Messx Aldo Papone, Chester A. Siuda, Richard 5. Braddoek and Henni A
Termesr each served on the Compensation Committes of the Board Messrs. Papene and Siuda
each declined to stand for re-election to the Board of Directors at the Company’s 1994 Annual
Meeting of Shareholders in May 1994

Compliance with Section 16(a) of the Exchange Act
Michael E. Porter, a Director of the Company, made one late Bling reperting the purchase of

500 1hares of Common Stock that was required to be filed in 1954 on Form 4 urder Section 1&a) of
the Exchange Act. Mr. Porter subsequently reported this tramsaction

10

IEM 751025748




Performance Graph

“The foilowing indexed graph indicates the Company’s toml retura to its shareholders for the
past five year period ended December 31. 1994 a5 compared to the total return over such period
for the Standard & Paor's 500 Composite Incez and the Standard & Poor's High Tech Compesite
Inder. This greph auumes & 3100 invesgment at the beginning of the ive-ysar deriod and the
reinvestment of all dividends

CUMULATIVE FIVE-YEAR TOTAL RETURN
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PROPOSAL NO. I—ELECTION OF DIRECTORS

Each of the persons named below has been nominated for election as a director of the Company
untll the 1996 Annual Meeting of Shareholders and until his successor has been duly elected and
qualifed No proxy may be voted for more persons than the number of nominees listed below.
Shares represented by all duly executed pruxies received by the Cornpany and not marked to
withhold authority to vote for sny individual director or for all directors will be voted FOR the
ele=tion of all the nominees nhamed below. The Board of Directors knowa of no reason why any such
nominee should be unable or unwilling to serve, but if such should be the case, the shares
represented by duly executed proxies received by the Company will be voted for the election of a
substitute nominee selected by the Board of Directors. The nominees receiving a phoality of the
votes cast at the Meeting wall be elected as directors.

11

‘-W'W'“—“ Ceerme

b

TEM 7510257419




[RURIPRPPIINON U B P, PRTY

Information Pertaining to Nominees

The following table sty forth the name and addren of each oumdnee, the age of each nominee,
the year in which each nomines first became a director of the Coraparny, the principal occupation
of each nominee during the past five years and any other directorthips held, ws of February 1, 1895,
by each nominee in any company subject to the reporting requirements of the Exchange Act orin
any company registered as an invesonent company under the Investment Company Act of 1940, as
amended.

Yeur in
Whish
Nywwres
-.r'“ PR "
Naow and Addren Ay Dircetor During Past § Yesrs Dirwatsizhips
JimP. Manzi............ 43 1984 Chairman of the Board of Nane
¢/o Lotus Development- . --— - - room-the-Company (1985 to- -
Corporation present); President and
55 Cambridge Parkwsy Director of the Company
Cambridge, MA 02142 {1984 to present)
Richard & Braddock..... 53 1992  Partner (1994 to present), Fastman Kodak
c/o Clayton, Dubilier & Clayton, Dubilier & Rics, Company; True Nerth
Rice, Ine, Inc; Chief Exscutive Communications Inc,
126 East 56th Street Officer {1993), Medco
New York, NY 10022 Containment Services, Inc.
(health care related services
cornpany); President and
Chief Operating Officer
(1990-1992), Citicorp and
Citibank, N.A. (bank and
financial services
companies).
Elaine L Chao .........- 42 1994  President and Chief Dole Food Cotnpany
¢/o United Way of Executive Oficer (1992 to
Armerics presant), United Way of
701 North Fairfax America; Director (1991-
Streer 1992), Peace Corps; Deputy
Alexandria, VA 22314 Secretary (1989-15881),
United States Department
of Transportation.
William H. Gray ITI.. ... 53 1994 President and Chicf Chase Manhattan Corp:
clo United Negro Executive Oficer (1991 to  MBIA Corp.: Prudential
College Fund present), United Negro Insurance Corp. of
700 13th Street, N.W. College Fund; America; Hockwell Int')
Suite 1180 Congressman 2nd District Corp.; Union Pasibie .
Washington, D.C. 20005 Pennsylvania (1978-1991),  Corp.; Wamner Lambert
U.S. House of Corp.; and Westinghouse
Representatives Corp.
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Which
Momrare
erw Primtipal Occuation
M Age Director During Past 5 Yesn Directarhjm
Michael £ Porter ....... 47 1993 Profewor (1973 to present),  Alpha Beta
c!o Harvard Business Harvard Business School Technologies, Inc.
School
Aldrich Building,
Hoorn 200
Soldiers Field Road
Boston, MA 02163
Henri A. Termeer ....... 48 1983 Chairman, President and Abiomed Inc,
c/o Genzyme Chief Executive Offcer “Autalmmune Ine.;
Corporation (1988 to present), Genzyme Hambrecht & Quist
Qne Kendail Square Corporation. Health Care Investors,
Cambridge, MA 02129 Inc; Hambrecht & Quist
Life Sciences; IC
Laboratories, Ing.;
Xenova Corp.; Cenryme
Corp.; Cenzyme
Trapsgenies: and
Neczyme I Corp.

Board Meetings and Committees

The Board of Director is comprised of Jim P. Manxi, Richard §. Braddock, Elzine L. Chao,
Willism H. Gray UL Michael £ Porter and Henri A, Terraeer, The Board of Directors met six times
during the year ended December 31, 1994. The Board of Directors bas & Compensation Committee,
which establishes and Teviews compensation of senior management and which consists of Messrs.
Braddock and Cray. The Compensation Committer met once during 1904. The Board of Dirsctors
also has an Audit Committee which oversees actions taken by the Company’s independent suditory

and reviews the Company's internal controls, consisting of Mr. Porter and Ma, Chao, The Audit
Committee met twite during 1984.

Pursuant to the Company's By-laws, the Board of Dircetors has set the number of directors of

the Company to be elected af the Meeting at six All nominees are currently mernbers of the Board
of Directors.

Certain Transactions

In 1994, the Company paid fees for legal services of approximately $2,790,183 to OSullivan
Craev & Karabell, the luw fem of which Lawrence G. Cruev @t 2 member. Mr. Graev served a3 3
member of the Board of Directors until May 1534,

‘The Company’s Probt Sharing and 401k Plan investy in & sumber of investment funds at the
direction of ils participants. During 1894, the Profit Sharing and 401k Plan invested in the Fized
Income Fund, which is managed by Fidelity Management Trust Cornpany, and in the Fidelity
Magellan Fund and the Fidelity Equity Income Funds, which are managed by Fidelity Munagement
& Research Compeny. Both Fidelity Munagement Trust Company and Fidelity Management &
Research Campany are wholly owned subsidizries of FMR Corp., which, as of Decemnber 31, 1594,
beneficially owned greater than 5% of the outstanding Common Stock of the Comnpuny. See

~Principal Holders of Voting Securitics™ above and “Other Beneft Plans—Probit Sharing and 401k
Plan” above

The Board of Directors unanimously recommends that shareholders vote FOR the tlection of
each af the nominges listed above-
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PROPOSAL NO. 2—APPROVAL OF AMENDMENT
TO THE 1892 STOCK QFTION PLAN

Descriptian of the 1992 Stock Option Plan

Furpose. ‘The purpose of the Latus Development Cerporation 1692 Siaek Option Plan is to
further the growth and sucress of the Company and its Subsidiaries {as deined in such plan) by
enabling officery, employees and consultants of the Company and its Subsidiaries 1o acquire shares
of Common Stock, thereby increasing their parsonal interest in such gzzawth and success and to
provide a menns of rewarding gutstanding performance by such pertont {0 the Company or ity
Subsidiaries. Options granted under the 1992 Stoek Option Plan (“"Options™ may be either
“incentive stock options™ ("I50s7), intended to qualify as such under the provisions of Section 428
of the Code, or non-quslibed stock options {“NSOs™.

Sharer tn be Optioned. The number of shares eligible for the granting of Options under the
1992 Stock Option Plan is 6,000,000, subject to sdjustment as described below. No Option may be
granted after April 21, 2002, the tenth anniversry of the date on whick the 1992 Stock Option
Plan was adopted by the Board of Directors, Cornmon Stock issuable upon exervisc of an Option
granted under the 1992 Steck Option Plan may be authorized but umissued shares of Commeon Stock
and/ar shares of Cornmon Stock held in the Company's treasury. If and to the extent that Options

" granted under the 1992 Stock Option Plan terminate, expire or are canceled without having been

fully exercised, new Optiont may be granted under the 1992 Stock Qption Plan with respeet to the
thares of Common Stock covered by the unexercised portion of much terminmted, expired or
tanceled Options.

Administration of the Plan. The 1992 Stock Option Plan shall be administered by a Stock
Option Committee (the “Committee™) consisting of two or mare non-emnployee Directors who are
ineligible to participate in such plan and who shall be appointed to such Committee by the Board
of Directors from time to tirne. In addition, so long as the 1992 Swek Option Plan shall be required
to comply with Rule 16b-3 under the Exchenge Act, esch member of the Cammittee thall be a
“disinterested person” within the meaning of Rule 16b-3. The Compmittes thail have sole discretion
{subject to the limits of the 1982 Stock Option Plan) to determine the persons to whom Options
shall be granted ("Optionces™), the time of such grants, the number of shares subject to each Option,
the Option exercise price, the fime or times when each Option shall become excreimable and the
duration of the exercise period. Except a3 atherwise expressly provided in the 1992 Stock Option
Plan, the Committer shall have all powers with respect to the sdministration and interpretation of
the Plan and any Option agreernent issued thereunder,

Eligible Persone.  Options granted under the 1992 Stock Option Plan shall be, at the diseretion
of the Board of Directors (or the Committeey, either [SOs or NSO, ISOs may be granted only to
persons who are officers or employees (including direstors who are oficert or employees) of the
Company ot its Subsidiaries. NSOs may be granted o ofcers, employees and consultants of the
Company and its Subsidiaries (including directors who are oficers. employses or consultants), No
individual participant under the 1992 Stock Option Plan may be granted Optons i purchase more
than 250,000 shares of Common Stoek in the oggregate during any calendar year. No 15O may be
granted to an offcer or employee who owns stock possessing more than 10% of the total voting
power of all classes of stack of the Company (x "10% Person™) uniess the gption price of the shares
subject to such IS0 is fixed at not less than 110% of Fair Markat Value (as defined in the 1982 Stock
Option Plan) on the date of grant and such IS0 is not exercizable more than fve years after its date
of grant. As of December 31, 1594, approximately 5,665 persons would have been eligible to receive
Options under such plan.

Option Price. Options granted under the 1992 Stack Option Plan may not be granted at less
than Fair Market Value on the datc of grant. At March 1. 1995, rhe Fair Market Value of a share of
Common Stock computed in accordance with the 1992 Stock Option Plan was 341.25.
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Exarciss of Option.  The terma of cach Option granted uncer the 1992 Stock Option Plan shall
be szt forth in the Option Agreement evidenging the Option. Upon the exercise of an Option, an
Optionee may pay the Company the amount of the aggregate Option exercise price with cash or a
personal or certified check and/or, at the discretion of the Committee at the time of grant, with
shares of Common Stock. Anything contained in the 1992 Stock Option Plan to the contrary
notwithstanding, an 150 granted under the 1992 Stock Option Flan to an Optionee shall aot be
exercisable to the extent thas the aggregate Fuir Market Value of all stock with respect to which
incentive stock options are exercisable for the Brst lime by such Optionee during such calendar year
(under all plans of the Company and itt Subsidieries) exeeeds $100,000 (Fair Market Vaiue being
determined for such purpose for all such stock as of the dare of grant of such I50)

Changes in Capital Structura  If the Common Stock is changed by reason of a stock split.
reverse split, stock dividend or recapitalization, of converted into or exchanged for other securities
as 2 result of 2 merger, consolidation or reorganization, the Cornmittee shall make sch adjustements
in the number and class of shares of stock with respect to which Options may be granted under the
1992 Stock Option Plan as shall be equitable and appropriate in order to make such Cptions
immediately after such change, at nearly as may be practicable, equivalent to such Options
frmediately prior to such change. A corresponding adjustment shall be made to each Option
outstanding at the time such change is made. No such adjustment will be made in the cuse of 1SOs,
however, If such adjustment would consdtute 2 modibeation, extension or renewal of such ISOs
withint the mesning of Section 422 and 425 of the Code und the regulations promulgated
thereunder or would be considered, under Section 422 of the Code, the adoption of & new plan
requiring shareholder approval

In sddition. no adjustrnent to eptions shall be made in connection with the dissolution er
liquidation of the Company, & reorganization, merger or consolidation in which the Company i
not the surviving corporation, or a sale of all or substantially il of the assets of the Company (a
“Corporate Transaction™, if provision iv made in connection with such transaction for the
assumption of outstanding Options by, or the substitution for such Options of new options covering
the stock of, the surviving, successor or purchasing corporation, or a parent or subsidiary thereof,
with apprepriate adjustments as to the nurnber, kind and option prices of shares subject to such
new options; provided, however, that in the case of 1503, the Committee shall, to the extent not
inconsstent with the best interests of the Company or fts Subsidiaries, use its best eforts to ensnure
that any adjustment or substitution will not constitutc a modification, extension or renewal of such
I1SO3 within the meaning of Section 425(h) of the Code or regulations proraulgated thereunder.

Restrictions on Options. No Options shall be granted under the 1992 Stock Option Plan, and
no shares of Common Stock shall be issued upon the exercise of Oprtions, unless and until the
Company and/or the Optioner shall have complied with all laws and regulations relating thereto,
including but not limited to federal and state securities laws. Options granted under the 1952 Stock
Option Plan are nonassignable and nontransferable by the Optionee cxcept by will or by the laws
of descent and distribution.

Amendment The Board msy at any time modify and amend the 1992 Stock Optien Flan in
any respect; provided, howeosr, that the approval of holders of a majority of the veting capital stock
of the Company (voting as 2 single clax) shall be obtained prior to eny such amendment becoming
effective if such approval is required by law or is necessary to comply with regulations promulgated
under Section 16&b) of the Exchange Act or with Secton 422 of the Code or the regulstions
promuignted thereunder.

Termination of Options Qptions granted under the 1992 Stock Option Plan and aot
theretofore exercised shall automatically terminate 90 days following any Termination for Cause
(3¢ defined in the 1992 Stock Option Plan), 12 months after the date on which the Optionee ceasas
to serve the Company by reason of death or toral disabiiity and six months after the Optionee censes
to serve the Company for any other reason; provided thut the Option Agreement may provide for
termination at such earlier fimes upon the occurrence of these and other events a1 the Committee
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datermines in its discretion at the time of grant, [n addition. Options will terminate automatically
upon the occurrence of a Corporate Transaction if no provision is made for the asmumnption cf
outstanding Options or substitution of new opbons for such Qvtions. An Optiun shall terminate
automatically upon the teath anniversary of its date of grant {or in the cate of an 1SQ granted to a
10% Person, upon the &fth anniversary of the date of grant) and upon any mansfer of a right or
privilege relating thersto (cther than by will ar the Jaws of descent and distributien).

Federal Income Tar Consequencer. An NSO granted under the Plan will be treated far US.
Federal income tax purposes pursuant to Section 83 of the Code and the Treasury Roguiations
promulgated thercunder. The following general rules are applicable to Optioness who are polders
of such “non-statutory”™ options and to the Comnpany for Federal income tax purpates, based upon
ths assumption that such optons under the Plan do not have 2 “readily aseertainable fair market
value” at the Hme of grant, as defined in the Treasury Regulations promulgated under Section 83
of the Code.

1. The Optionee will not recognize any income an the grant of an NSO under the Plan.

2. The Optiones will recognize ordinary compenution income on the date of exercise of
ant NSO in an amount equal to the excess, if any, of the fair market value of the shares acquired
on the date of exercise over the exercise price paid therefor.

3. When an Optionee sells shares acquired through the exercize of an NSO, he or she will
recognize gain or los in an amount egual to the diference between the fair market value of
the shares on the date of exercise and his or her selling price. Such gain or lost will be
characterized as capital gain or loss if the shares are held as 2 capita) asset immediataly before
their sale. If the Optioner holds the shares for the requisite one-year statutory holding pexiod,
this gain or loss will be treated s long-term cxpital gain or lovy,

4. In general, the Company will be entitled to 2 tax deduction in the year in which
comperitation incame it recognized by the Optionse. The amount of the Company's allowable
deduction will be equal to the compensation income recognized by the Optiones.

The following Federal income tax consequences are spplicable 1o 1SOs granred and exercized
pursuant to the Plan

1. If the Optionee is not 2 10% Person (or if the Optionec is u 10% Person and the Option
price is it least 110% of the fair market value of the shares at the date of grant), no taxable
income results to the Optionce upon the grant of an 1SO or apen the issuunce of shares to him
or her upon exercise of such vpton,

2 No tax deduction is allowed to the Corupany upos sither grant or exervise of an 150
purtuant to the Plan,

3. If shaves acquired upon exercise of an 15O are not disposed of {i) within the two years
following the date the 150 was granted or (i) within one year following the date the shares are
transferred to him or her pursuant to the Option exercise, the diference between the amount
realized on any disposition of the shares thereafter and the Qption price will be treated as long-
terrn capital gain or Joss to the Optionee,

4. I shares gequired upon exercise of an ISO are disposed of before the expiration of either
of the requisite holding periods, then the lower of () any excess of the fzir market valug of the
shares at the time of exercise of the 1SO over the Option price or (i) the acnual gain on
disposition, will be treated as compensarion o the Optiones and will be taxed as ordinary
income.,

S. In any year that an Optionee recognizes ordinary compensation income on the
dispasition of an 1SO, the Company will generally be entitled to a cotresponding tar deduction,
in the zame amount.

6. Any excess of the amount realized by the Optiones on disposition over the sum of (i} the
excreise price, and (i) the ameount of ardinary income recognized under the above rules will
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be teated as either long term ov short-ter capital gain, depending upon the tme elapsed
between receipt and disposition of such

Ir. addition to the tax consequences described above, ISOs granted pursuant to the Plan may
restit in a Further "alternative minimuth Bx” I¢ the Opticnee under the Code In such case, an
armoun: equal to the excess, if any of the fuir tarket value of the shares acquired on the date of
exercite gver the exercise price will be included 13 3 positive adjustment to income in determining
the alternative mimmum fazable income of the Optionee as of the date of exercise,

‘The 1992 Stock Option Plon is not n employee benefit plan which i subject to the provisiony
¢f the Emnioyee Retirement Income Secunty Act of 1974. The provisions of Section 401Qa) of the
Ccde are therefore not applicable to the 1992 Stock Option Plan.

Proposed Action

It is proposed that the Sharehalders approve the amendment of the 1992 Stock Option Plan to
Increxse the autherized number of shares of Comman Stock that may be offered under the plan
from 6,000,000 to 12,000,000 shares.

As of Februsry 1, 1995, approximately 295,000 shares of Common Stock remained available
for grant pursuant to the 1992 Stock Option Plan, The adoption of the amendment to the 1992 Stock
Option Plan will provide additional shares for grant after the currently remagining sharesin the plan
have been granted in order that the Company may continue to atiract and retain the best available
personnel for positions of substantial responsibility and provide certuin directors, employees and
consultants with an additional incentive to contribute to the success of the Company. Additional
authorized shares under the 1992 Stock Option Plan may also be used to provide incenbives to
senior managernent of the Company in the form of “prequum optons™, which are priced above
fair market valye on the date of grant. See ~Executive Compensation and Other Information
Concerning Directors and Executive Ocers—Option Crants in Last Fisca) Year” above. It is
therefore proposed that the Company's shareholders approve the amendment of the 1992 Stock
Option Plan,

Appraval of the amendment of the 1992 Stock Option Flin will require the afirmative vote of
a majority of the sharas of Common Stotk present or represented, and entitled to vote at the
Meeting.

The Board of Directars unsnimously recommends that shareholders vote FOR spproval of the
amendment of the 1992 Stock Option Plan.

PROPOSAL NO. 3—RATIFICATION OF SELECTION OF AUDITORS

The Boird of Directors hat selectexd the firm of Cocpers & Lybrand LLP. ("Coopers &
Lybrand™ independent certifed public accountants, to serve as suditors for the fiseal year ending
Detemnbet 31, 1995, Coopers & Lybrand has served as the Cornpany’s suditors since 1582. Jt is
expected that a member of the firm of Coopers & Lybrand will be present at the Meeting and will
be available to make & statement and to respond to appropriate questions, If the shareholders do
act ratify the selection of Coopers & Lybrand, the Board of Directors may consider selection of
other independent certified public recountants to serve as independent auditon, but po sxsurantes
can be made that the Board of Directors will do so or that any other independent certified public
accountunts would be willing to serve.

The Board of Directors unani lyr ds a vote FOR the catification of this selectiva.
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VOTING PROCEDURES

Far purposes of determining wh#ther a propesai has recsived 2 majority vote, abstentions will
be included in the vote fotals, with tae resuit that an abstention will have the same effect as a
negative vote. la instances where broksrs are pronibited from exercising diseretionary authority
for beneficial boiders who have not returned a proxy (so-called “broker aon-votes™), those shares
will not be included in the vote tolais and, therefore, will have no effect on the cutcome of the
vote Shares that abstin or for which the autkority to vote is withheld on cermin matters will,
however, be treated as present for quorum purpcses on all matters,

OTHER BUSINESS

The Board of Directors knows of no business which will be presented for cocsideration at the
Meeting other than that stated above, If other business should come before the Meeting, the peryons
named in the proxies solicited hereby, each of whom is an oficer of the Company, may vote all
shares subject t such progies with respect to any such business in the best judgment of such persons.

SHAREHOLDER PROPQOSALS

It is currently conternplated that the 1996 Annual Meeting of Shareholders will be held on or
about May 9, 1996. Proposals of sharebolders intended for inclusion in the proxy staterment to be
furnished to all shareholders entitled to vote at the test annual meeting of the Company roust be
received at the Compuny’s principal executive ofices not later than December 18, 1995. It is
suggested that proponents submit their propesals by certified mail, return receipt requested.

EXFENSES AND SOLICTTATION

The cost of solicitation of proxies will be bome by the Company. Proxies will be solicited
principally by the Company by use of the mailt The Company has also engaged the services of
Ceorgeson & Cotapany Inc., & professonsl prory solicitation firm, to asist in the solicitstion of
proxies for s fes of $7,500 plus expenses, Further solicitation of proxies from some shareholders may
be made by directors, oficers and regular employees of the Company personally or by telephone,
telegraph or letter. No additional compensation, except for reimbursement of reasonable out-of-
pocker expenses, will be paid for any such Rurther solicitation. In addition. the Company tnay
request banky, brokers and other custodians, nominees and Bduciaries to solicit customers of theirs
who have shares of Commen Steck registered in the name of a nominee. The Company will
reimburse any such persons for their reasonable out-of-pocket expenses.

Dated: March 20, 1995
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Fovancial, HICHUCHTS

iln howsands, et ser shar dols) 1 19 1992 171 190
Net S3lBS oo 570,783 SH81.468 SS00.149 28,495 SHFL 0
Net income s3] . o . (208370 {1) 55,535 {3) 20403 (7} 33.016(4) 3284 5)
Net :ncemme {ioss) pet share _ (0.44) (1) 1.2613) {.87{3) ars i 0.54 {3}
TOGR 355818 .o mr e e 04,079 905345 763.484 TS 636,807
Stackholders equity ... 334,130 528191 3199438 i 309439

Notzs: (1) 1994 amounts include @ mon-tax deductible charge 1 operations of 567.9 million, or $).40 per skare, for
purthaun rearh axd development rristed 1o the acquisitions of Sy Seitch tr. gnd Edge Resrch, In,
1994 amounds she ixcludr o ratractring charge of 9 million on g pri-tar basis and 55.8 mliom, or
50,12 per share, on an after-tax bess.

(21 1993 amounts include & non-lar deductifre charpe s aperations of 519.9 millien. or 50.45 per share. for
purthased reeark and development reiaind to the acquisction of Appmack Software Carporetion

(31 1992 amounss include gains on the sale of te Company's invesimant in Sybase, lnc_, of 549.7 milkom
on 8 pre-tag basis and 533.3 wllion. o S0.77 per shary. au an after-tax besis. 1992 amounts abso
include a resiracturing chorge of 515 millio 0# @ pre-tax besis ead 510.1 million. or 50.23 per share.
on an after-lax &esis

14) 199 ampunts inchude g restructuring charge of 523 millisn ox 3 pre-lax basis and 513.6 milon, or
50,42 per shary, on an gfter-tax dasis.

(5} 1590 amounly include & nam-ltx deductible charge o operations of 5353 millom, or $1.73 per share. jor
purthased resarth and development reiaied 1o the acquition of Samua Carperauon,

1994

Report

Snarehokiers
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1994 was the year of the information superhighway — In the media.
countless conference speeches. and almost anything associated with infcrmation
technology. We've been unable to escape from the metaphor. So we've made it the
therne for this years annual report.

But we've got our own Lake on it. For us. it's a5 much a continuing joumey
as an ultimate destination. Last year | vowed to never again mention the word
“transition,” but in retrospect, that was unrealistic. Transition is anather word for
change, and in cur business, change is inevitable, In [, our company is all about
creating and exploiting change.

Lotus began an impartant journey back in 1983 with the stant of development
for Notes Back then, all the focus was on the individual deskiop, which was perhaps
not inappropriate kor the flood tide of the PC Revolution. The idea of personal
computers that would reach beyond the individual desktop and allow people 1o
communicate and share informartion had lewer adherents.

With Notes, we soon blazed 3 rather substantial road. Today, we have more
than 5.000 customers and [ 35 million uscrs. An entire industry has built up around
Notes, with more than 8 000 business partners offering new products and services.
ee:Mall, the industry’s leading mail preduct. now has 6.5 million users.

For Lotus, the information superhighway is not something on the drawing
boards, or urder canstryction. We have ten years of development experience and
five years of in-market experience with our communications products, and people are
wsing it to get places. In early 1994 IDC announced the results of 3 study showing that
companies deplaying Notes are reailzing retums on (ivestment averaging 179 percent.

This past year. we've been joined by several partners in braadentng the

scope of Notes in the marketplace, including ATGT. Hewlett-Packard. and !BM.
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Our comrmunications strategy has clearly given us a fast lane for growth —

o
with revenues incieasing 94 percent this past year. In the fourth quarter,
Report
communications revenues exceeded deskiop revenues for the first rime. .
We now have three major businesses, The first 1wo, communications and Shanhaldes

desktop applications, are well established. As the transition toward conmunications
continues. the desktop business remains sybstantial, generating revenues and profits
that enable us to invest in growth, Our thind business, public networks and inter-
enterprise COMPUting. 18 just getting started and has vast potential. -

QOur commitment ta the deskiop remains strong. We cantinued to move shead
with our desktop applications in 1994, with 1-2-3 Releass 3. a new SmantSuite. and
new releases of Approach, Organizer, Freelance Graphics and Ami Pro. But this is no
longer an easy business. There are factors. such as the marurity of the business and
the unrelenting competition, that have changed this business forever. We also made
our own mistakes — a series of product slips at mid-year and poor performance in
Europe — but we've taken steps to comed them.

The pace of growth for each of our businesses s clearly quite different, The
desktop business has become mature, with marginal growth. Renewed growth will
depend on cur ability to reinvent it through team computing. Qur mmunications
business, on the other hand, has established considerable momentumn. And our
public network inter-enterpxise business is a classic stant-up, with no profits now,
but enormous growth potential.

Glven this mix and range in our businesses, it is not surprising that our sfock
price was volatile this past year The market had a wide range of views on the size and
timing of future profits. For our cart. we are quire happy with our mix. It orovides a

vood balance of steady revenues and substantial growth orportunities.
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The question we must always ask is: Are we there yet?

Part of the answer. chvicusly, is yes. We have built a great mad. We are out
in front with Nctes. No competitor has anything like it Qur customers are reaching
destinations in terms of returmn on investment and achieving business goals.

But i another sense, we are Rill on our way, Qur customers continue o
face difficult technology snd Investment chaices, and no one is going to get there
all at once Qur iob i to help them manage the jcumey. As tack Kerpuac said in
On THE RoaD: “There's always mere, a little further — It never ends™ That's fine
with ys. There are many opportunities still ahead — lor Lotus. our shareholders.

and our customers.

fim Manzi

Pres:dent and CEO
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Qur

Sraartrins

There is such 2 thing a3 vision in the

world of business 1t is mever 2y dramatie
or far.reaching &y what haopmed to
Saul on the road to Damescin, bt it
does gecur, and when it does, it can
have 3 major mpact o & Compary and
its custamers, even an the way that all
compamvies da husieess,

The visien that now gudes Lotus brgan
back in 1985, whes Ray Ozne and a2 sall
team of develoorn staned work on the
sofrwary that became Lotus Nores®.
began with 2n wed that was different =

at the tute.

In 185, the PC Revolution was
in hall llower, and ll the duiention
way on the possibilities of indmidual
empowerment amd. 1t way awred,
indmidual productivity.

The ditferemt view = of vision ~ of
the Notes™ developers was that personal
Cormputers wery more interesting, and
quite peysibly move vahusble, if orople
eoxdd use them, ot juat Lo werk in

wolation. but to communicae and share

LR XN
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informutian with other peaghe, Work in

ary orgamiatien is. ahter aR, as mach
collaborative s personal. (n Face, work
abwayy imolves other people, and in
busineas, products are rarely dewdoped or
sakl, and revenues are tarely generated,
by people acting alone.

The imight seems abwous taday, when
everyone is clamerning to engineer thew
way orxo the intormation superhrghway.
Bux back in 1985, develocing Notes was
an erand imo the wildemeys, an errand

that mak bve years of drvelopmen.

Followed by e yoary of in-market
and further developmem o reach
what &'y hecome today, But o
Foreyight han paid off with srnual
growth rates of nesrdy 100 perernt
for Letus communicatians products,
and we are dhead of the nush to
the highway. We have Bren on it
with our customens, for some time.
As Old Bull Lee says in 00 e ROUD:
“Only damn Focls pay no attention

to visiom, "
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PRECEDE MarPs

Reocaos

If you are making & thao, K.Hm ¢

you've bern there. Qtherwise you are

Tihe those maomahers before Columbus

whi drirw wild beasts ot the edge of the

warld, Or thase weal estate baosters in

early 19th century Americs wha created

maps of imagnary rads to imaginary

citwes in order 1o sell land on the fromier.
For Lotus, there s nothing new sbout

GrOUDWANY, COMMUMCton saFtware.

ar helamng peocle yve camputer networis

to share information and echieve ergani.

zanonal quals We've been rmplaring

this wrTnory with our Twatomers for

WOME LT,

Roads have been built, sed people
are wning them to qrt where they
want to go. There are now 135 million
wtry of Netes, and 65 milhon veen of
cMail™, and thousandy mare are beng
added every month, Lotus hes more than
5,000 cvatarrwry and 8,000 buainess
patreny developing soplications Fer
Hotey and cohdail,

IRM 7510297434




Otker substanual rauds buth by

Lot preceded these newer ones. They

are gur deskton applications. One of
them, 1-2.3%, prerry much blazed the
way For & whole new industry, When
wr began building communications
software. at fir it dppeared 10 drverge
from vraditions! deshtop woliciom.
Bt we dhwiys believed twe 8 of our
produrts are mote wiahd £ they work
together. if you can readily get From one
to the other, i} the roadh converge.
Today, many customen, use aur
desktop sute breause it worky so well
with gur communicatiom dpalicangns.

and nee versa.

In dscustions of computer systems
and software, you chuen hegr the
term “architectuce.” It s like @ map,
and wome 3ay Uhat when you don't
have praducts in the markemlace, an
architecture in the met bewt thing. Bt
Lotin’ communications architecture
real, something on which real praguety,
tosh, sermces, and thousends of
apolications are being buik. (tis 2
mag beitwy drawn from ever.widemng

eagerience 4nd snowiedge.
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- T oeT T PARTUHERS LN

caNd STRATEOY

-
o
«
nd
X
3
<
w The Romam bunkt mads 1 admmiter The same i true of tedsy's electronic
their #mgpire, and one rationale For the Fighways. The main purpose 1 mex home
x
a interstae highway system i the United emertarwment, but work end commerce.
- States was ciwl debeme. But the mam Eventually there may be movies an
L purpaye of mach has ahwdys bren demand and a marketplace For home
=
« comyrerce: getting goody and sernces shapmng that gors beyond erdering
1o market, conmecting Business with pizza of Horal arrangements But in the
L]
o LUstOmers, areduters with suppliers mEantirrve, there's diready substantlal
; and rapidly growing traffic that serves the
3 buyiness {ay distinet hrom the conaumer)

marketplace. Companies immt in Notes
apulicationy because they can reduce the
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time and enhance the quahty of wuch
basic business processes 2y product
development and custarner service. The
growth of the business market ks drtven
by the tangible returm companies recrve

on their merstment

The first electronic links are intermal.
conmecting groups within the emterprise,
but soon reach outward to conneet the
erterprise with customers and supphiers,
Ay o resalt of thiy dectronic web, the
structure of businesy orgamizationms,
and the nature of commerce itaelf, i
changing. Businesin are able 1o fotus
an what they do best, end “outseuree”
other Functions. The linem between
comBdmes, even industnes. brcomw
blurred, and new confiqurations and
new oppcrtungties For commeres become

poymble, One road leads to another,
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There i no standing sull = wr kinre Swuting on & sea of nformation iy rot
: wr can’t be comolacent. 2 buniness goal. Ner ia the accumulation
(4] Latus' commumicatioans sirategy rets cf information. Simer scomomic walue 14
- on the premise that our customens have based on scarcity, and since the amoum
~ lictle inesrest in opermended questions. of information in the warld 1y infinite,
a Companies are mare concerned with information has mo value by aself, ke
: achirang specific gaals, such os valuable when it i vved when o leads
= profitabslity and market shure, “Are we to the prochuction of qoody and services.
- there yet7™ is sboux as genrcd]l 23 any
o bustness ouestion gets, and it irnpliry
>

& destinduion,
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The wharmation reonomy i pothing
new. Every reonamy = Fram the e
gatherer clam 1o markst ¢

Lotus” business bes at the hrart of 4
mapor imeryection wherr technelogy,

aional thange, and the impact on

and even planned rconomies ~ depends
on information. What has chinged is
the wlocity of information and the
potertial 2ccess to it — beth the resuk
of woday's information and communics-
tiom technology. This places @ prevwem
on grtting the right infarmation and
getting it Fase, amxd on murshallog
information in order to decide and act.
Businesses are mtempting 1o trambom
themaehes with information teehnology
Freemginerring” has become well
wsusblished m busnins padancel

peoele at work afl cormeege, Our purpose
5t provide nat just grewt products =
Notes, so:Mail and deshiop applications
tor team computing — but also the
benefit of our experence and knowiedge.
30 thit, our custorners can get where
they wart ta go.

1994

Report

Shareholders
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Lotus Backgrounder

Lotus Development Corporation
Highlights: 1982 - 1992

1982
April
Lotus Development Corporation opens with $1 million in venture capital and eight employees.
October
Lotus 1-2-3, business sofrware integrang spreadsheet, database and graphics, annpunced.
December

Second-round financing raises $3.8 million - a record for personal computer software firms; 50
cmployess.

1983
Januvary
1-2-3 ships.

April
1-2-3 leads the Softsel best-seller list for the first dme.

June

Lotas moves to new headquartets in east Cambridge, Mass.; 150 employees.
September

Lotus announcss international diswribution and first Zeropean subsidian.

Leius Deveiopment Corporation 55 Combridge farianay, Cambridge, Massachusetts 0248 615778500
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Qctober

$41 million raised in first public offering.

December

Year ends with $53 million in revenues; 300 ercployess.

1984
January

United Kingdom subsidiary opens in Windsor, England.
February

Symphony, business software integrating spreadsheet, word processing, graphics, darabase, and
communicagons announced.

April

Lotus leads Softsel best-seller list for 12 consecutve months.
July

Symphony ships.

October

Mirchell D. Kapor named chairman and chief executive officer of Lotus; Jim P. Manzi named
president and chief operating officer. '

Novemnber

Jazz for the Apple Macintosh inwoduced.

Spelling Checker and Text Qutliner, the first add-in products for Sympheny announced.
LOTUS Magazine announced.

December

Year ands with annual revenues of $156.9 million: 741 emplovess.
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1985

February
Symphony Spetling Checkzr and Text Outliner ship.

April

1-2-3 leads Softsel Hot List for 24 consecutive months.
Lotus announcss 1-2-3 Release 2, and Symphony 1.1.

Partial assets of Sofiware Asts, creators of Visicale, acquired.

May

First issuc of LOTUS magazine published.
lotus Jazz ships.

June

Manufacturing facility opens in Dublin, Ireland.

July

Lotus announces plans to establish Lotus Japan, a wholly-owned subsidiary.
Symphony Release 1.1 and Symphony Link ship.

Company acquires Dauspead, Inc. of San Mareo, Calif., which leads to development of Signal.
September

1-2-3 Release 2 ships.

Signal, a real-time market data system delivering stock market quotadons, announced.
Loruys Philanthropy program intoduced,

October

Signal ships.

December

Manufacruring facility eoens in Caguas, Peeno Rico
Corzpany reporis znneal ravenues of S225.3 millicn: 1.068 emplovess.
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1986

February
Company acquirss ISYS Corporadon, of Actan, Mass., which leads 0 development of Lotus
One Source.
Assets acquired from InfoCentar of New Palitz, N.Y., which leads 1o cevelopment of The
Application Connecton (T-A-C).

' GNP Development of Pasadena, Calif. acquired, providing technology for Lotus HAL.
Lotus hosts first full-scale Developer Conference.

April

Jazz Release 1A ships.
Jirn P. Manzi named chief executive officer.

June

Company acquires Graphics Cornmunicadons, Inc. of Waltharn, Mass., which becomes Lotws'
Graphic Products Group, responsible for Freelance and Graphwriter.

July

Mirchell D. Kapor resigns as Lotus chairman.

Jim P. Manzi named chairman of Loms Development Corporation.

1-2.3 Release 2.01 ships.

T-A-C, sofrware that provides connections between mainframes computers and applications on
personal computers.

August

Lotus announces MuliValue Plan for customer service and support
1-2-3 Government Editon announced.

September

T-A-C ships.

1-2-3 1. Japanese version ships.

Lotus One Source. 3 family of business and financia! informaton products éeiiverse on
compagt disk. announced.
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Qctober

Lorus ships two-millionth copy of 1-2-3.
Lotus HAL announced.
Lotws Manuscript. an advanced word and docurment procsssor, announced.

November

Lotus HAL ships.
Lotus announces and ships Freelance Plus and Freelance Maps,
companion map sets for Freelance Plus,

December

Lotus Manuscript ships.

Lotus Express for MCI Mail announced

Lots Philanthropy Program donates more than $785,000 in 1986.
Year ends with $283 million in revenues; 1,421 employees.
Certain assets of Futare Sofrware acquired.

1987

January

Two-for-one stock dividend announced.
Lotus Developer Tools ship.
Metro, a deskiop management program, simultaneously announced and shipped.

February

1.2-3/] is Japan's best-selling business software package for four consecutive months; receives
the Nikkel Award for Creative Excsllience.

‘March
Mainframe Sofrware Division forms.
Lows One Source ships,

Lotus Express ships.
Lotus signs letter of inten: w acquire Computer Access Corporation of Belmont, Mass.
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Apri}

Company announces 3.5-inch versions of 1-2-3. Symphony, Freelance Plus and Lotus Express
for IBM Personal Systern/2 machines.

Lotus ceiebrates its fifth anniversary with Lots Week and announces furure product dirccrions,
including 1-2-3 Release 3, 1-2-3/G, .

Lotus/DBMS, and 1-2-3/M.

June
Lotus and Telerate announee joint rmarketing and development agrecment
July

Enhanced version of T-A-C announced. )
Agreement 10 acquire Datext, Inc. of Wobum, Mass., announced. Dawxr markets financial
databases on CD ROM.

August

Lotus, Intel and Microsoft announce major upgrade to expanded memory specification.

Lortus HAL for the IBM Personal Systemv2 announced.

Lotus ships three-millionth spreadsheet product.

Lotus Japan announces two new products and developer marketing program: 1-2-3 Release 2,11
an add-in word processing program that works with Release 2.1J; and dsveloper tools for 2.1J.

September

Lotus Graphwriter IT announced.
Lotus Publishing announces Lotws Selects, a catalog of products for users of 1-2-3 and

Symphonyv.
Specdup and Learn, add-ins for 1-2-3, ship.

October

Plans to develop 1-2-3 for Apple Macintosh Computers announced.
1.2-3 Small Business Kit announced.

Graphwriter 1 ships.

Acquisigon of Datext. Inc. compieted.

I=M 7510297445




November

“Lotws Agenda, the personal informaton manager, announced.
Canadian neadquarters opens; French Canadian versions of Lotus HAL and Freelance Plus to be
shipped '
Availability of Lotus 1-2-3 Nerworker announced. .
Lotus ¢ondusts ratdonwide forums to assist corporate customers with planning process.
1-2-3 Small Business Kit ships.

December
Lorus announcss immediate availability of CD/International, which brings global financial
informaton wgether with Lotus screening and analysis software.

Ausmalian subsidiary opens.
Year ends with $395.6 million in revenues; 2,100 employess.

1988
January

Lotas and Charles Schwab announce joint agreement to marker Signal
Symphony 2.0 announced.

Manuscript 2.0 announced.

February

Symphony 2.0 ships.

March

Lotus announces immediate availability of Mewo 1.1.Lotus announces Bluepring, a new dat
aceess architzenwe linking Lotus applications to exiernal data sowrces.

April
Lortus and Radio Shack announce a joint agresment to market 1-2-3 Small Business Kit.

UNIX version of 1-2-3 announced.
Loms announces new version of CD/Corporate. an informaran product delivered on CD ROM.
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November

Lows announces Prompt CD, a customer suppont datazase delivered on compac: disk.

Lotus ships Agenda for OS/2.

Lotus announcss agreement with Digital Equipmeant Corperadon to develop and market products
for Digital's VAX/VMS compudng environment.

Decemnber
Lotus Freelance Plus 3.0 ships
Lotus Agenda wins 1988 Year-End Awards from PC Computing, PC Magazine, and Home

Office Compudng.
Year Ends with $468.5 million in revenues, 2.500 cmployess.

1989
January

Lotus announcss Magellan, a hard disk management udlity for IBM and comparble personal
computers.,

March

Lotus announces the expansion of its Information Services business to the Far East.

Lotus announces 1-2-3 Release 2.2,

Lotus acquires the rights 1o Allways, The Spreadshest Publisher from Funk Software, Inc.
April

Lorus ships Magellan,

May

Lotus announces network versions of 1-2-3, Manuscript and Symphony.

Lorus announcss Freelance Release 3J. the first int=grated business-graphics package for the
japaness Marie:.
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May -

Lotus announces new add-ins for 1-2-3 Release 3 to be created by independznt software vencors
using the Lows Extended Appiicacion

Facility. '

Lotus serves as technology parmer with Ziff Communications Company in development of
Computer Library, a PC-based informaron preduct.

Lotus announces Value Pack, a set of ennhancements for 1-2-3 Release 2.01.

Lonus Week '88 begins, a five-day series of events for sharzholders, corporate customers.
third-parry developers, user groups and resellers. .

Lows announces shipment of 4 millionth spreadshest.

June
Manuscript 2.0 ships.

Lotus announces the expansion of its distribution channel.
Lotus announces the consmucdon of a new corporate facility in Cambridge, Massachusetts.

July
Agenda ships.

1-2-3 Release 2.01 rec=ives highest overall rating by Sofrware Digest for the fifth consecutive
year.

August
Lotus announces T-A-C Release 5.0.
September

Readers of PC World magazine vote Lotus 1-2-3 and Symphony as the preferred applicadons in
their respective spreadshest and intggrated carzgories.

October

Lortus announces Freslance Plus 3.0, a comprehansive business sxaphics program.
Computer Library Ships.
—otus announcss CD/Nerworker. 2 loc2! arza network impiementation of One Source.
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June

Lotus ships 1-2-3 Ralease 3,

Lotus announces agreement for NEC 1o manufaciure and disoibute Lotus sofrwars on ROM card
for NEC's Ultalite laptop computer. -

Lotus ships network versions of Symphony and Manuscript.

July

Lotus announces the Magellan Viewer Toolkit for third-party developers.

Lotus announces joint development and marketing agreement with Sun Microsystems.
Lotus ships CD/Nerworker, 2 nerwork implementation of Lotus One Source.

Lorus ships 1-2-3 Release 2.2,

August

Lotus announces the Lotus Spreadsheet for DeskMate.

September

Lotus and IDD Informarion Services, announce availability of CD/Mergers and Acquisitons.
Lotus announces agreement with Poqet Computer Corp. 10 manufacture and distribute ROM
card versions of Lotus software for the Poget PC.

Lotus announces shipment of Add-in Toolkit for 1-2-3 Release 3.

Lorus announces availability of Symphony 2.0 Plus, integrating Allways.

Lotus acquires minority equity interest in Sybase, Inc.

Lotus ships Datalens Developer Toolkit.

Qctober

Lotus announces CD/Invesament: U.S. Equities.
Lotus ships 1-2-3 Release 3 network editons.

November

Lotws Development Japan ships Freelance Release 37,
Lotws announces Lows @FACTORY.
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December

Lotus ships 1-2-3 Release 2.2 network versions.

Lotus ships Lotus Notes.

Lotus ships CD/Invesmment: U.S. Equities

Financial News Network Acquires LINC from Lorus.

Lotus ends 1989 with $556 million in revenues and 2,700 employees,

1990

January
Lorus announces Lotus 1-2-3 for Sun Microsysiems worksrations.

February

Lotus introduces Lotus Realtime.

Lorus inroduces three Internarional One Source products: CD/Privaie+:UK, CD/Corporaie:UK
and CD/M&A:Europe.

Lotus and IBM announce Lotus 1-2-3/M.

March

Lotws annaunces 1-2-3 for Digiral's VAX/VMS family

of compurers.

Lotus ships 1-2-3/G for OS/2

Lotws ships Symphony 23,

Lotus ships 1-2-3 for Sun

Lotus announces establishment of Consulting Services Group.
Loms announces Magellan 2.0,

April

Lows inroduces Lotus MarkerPlace, CD-ROM Databases for the Apple Macintosh.
Lotus ships 1-2-3 for VAX/VMS for Digital's VAX/VMS family of computars.
Lows ships @Factory
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May

Lotus acquires Aleph 2, daveloper of imprass.

Lotus announces 1-2-3 Release 3.1.

Lotus acquires Alpha Software’s AlpnaWerks.

June

Lotus announces Lotnus 1-2-3 for UNIX Systers V.

Lotus announces opening of Lotus Children's Center.

Lorts ships Lorus 1-2-3 for Digital's ALL-IN-1.

September

Lomws announces immediate availability of 1-2-3 Release 3.1.
Lows announces Freslance Graphics for OS/2.

Lows announces Lotus Improv for the NeXT Machine

Loms announces new versions of 1-2-3 with character sets for Eastern Europe
Octcber

Lotws ships Lots Markerplace

November

Lotus signs Definitive Merger Agreetnent with Samna Corp., developer of Ami and Ami Pro
word processors.

December

Lotus ships Russian version of 1-2-3.
Lotus completes Acquisitdon of Samna Corp.

1991

January

Lotus ships Frezlancs Graphics for OS/7.

IDG purchases Lotus Publishing Corporation.

Loty cunceis shipment of Lotus MarkeiPlazs: Households.
Lotus announcas 1990 sales of $684 million.
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February

Lotus ships Lotus Improv.
Lotus acquires co:Mail Inc.
MCT acquires ights to develop Lotus Express.

March

Lotus announces new Freelance Graphics for DOS.
Lotus completes acquisition of ¢e:Mail Inc..

Lotus ships 1-2-3/Nowbook in Japan.

Lotus announces Freslance Graphics for DOS.

April

Lotus and Hewlett-Packard announce Lotus 1-2-3 for 951X Palmtop computer.

May

Lots ships 1-2-3 for DOS Release 2.3.
Lortus ships Lots Nows Version 2.0.

June
Lotus announces 1-2-3 for Windows.

Lotus announcss 1-2-3 for Macintosh.
Lotus announces enhanced 1-2-3 and Lotus Realime for SUN Spare Sysiems.

August
Lotus ships 1-2-3 for Windows.
September

Lotus announces Open Messaging Interface.
Lotws announc:s CD/Insurance.

Qctober

Lotws announcas Freelance Graghics tor Windows,
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December
Lotus ships 1-2-3 for Macintosh.

1992
March

Loms Cusiomer Servicz and Suppornt receives certificats of merit from Service News.,
Lotus ships SmartPics for Windows Applicadans.

April

Lotus announces SmartSuite 05/2 Suiwe of Applications.
Loms ships 1-2-3 for Home.

Lotus acquires The Organizer from Threadz.

May

Lotus ships Lotus Sound.

IBEM 7510297453



